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executive summary

introduction

The e-Business Initiative has been operating since September 2001 and has aimed to raise awareness and accelerate adoption of e-business and supplier development.  The Initiative provides a range of services:

· information provision and sign-posting;

· grants to SMEs;

· delivery of seminars and workshops;

· one-to-one consultations to assist in needs identification and potential of ICT and e-business; and

· supplier development.

The support has been offered on a non-exclusive basis and referrals have come from Business Gateway, SEDG Account and Client Managers and through direct approach from SMEs.  

This Executive Summary sets out the key findings from the evaluation and highlights the overall conclusions and recommendations.

key activities

The analysis of the e-Business Initiative SEDG management information shows that over the period of this study, the Initiative has met six of the eight targets as outlined below:

· e-business process assists


131% of target;

· business assists



 83% of target;

· businesses attending events


138% of target;

· jobs safeguarded



100% of target;

· online marketing  or trading online

 52% of target;

· re-engineering business


100% of target;

· e-business development


132% of target; and

· number of businesses attending events
287% of target.

partner perceptions

As part of the evaluation study, formal structured interviews were conducted with SEDG executives and the LEC Business Unit’s strategic and operational partners. The general consensus is that:

· the e-Business Initiative is well structured and offers a variety of support at key stages in a company's e-business capability development;

· the Initiative is being well received by participating companies.  The workshops in particular were well received; 

· there is a continued need to provide entry level assistance;

· more companies need to be encouraged to progress up the e-business ladder, and to begin online trading; and

· there is a need to target pro-actively new growth companies that would benefit from involvement in the Initiative, rather than focusing on self-selectors.

customer perceptions

A series of consultations were undertaken with Dumfries and Galloway businesses that were supported via the Initiative and a total of 35 interviews were completed and 21 online surveys returned.  The key conclusions are presented below:

· the principal element of support (particularly further to the Foot and Mouth Recovery Plan during 2001) was in the form of grant assistance (40% of respondent companies) followed by one-to-one consultations with the SEDG e-Business Adviser and/or local e-Provider (30% of respondents);

· assistance was sought by companies mainly due to the lack of finance (23% of responses) and limited knowledge of technical issues (23% of responses);

· just under 80% of respondents rated the services provided through the e-Business Initiative as excellent or good;

· 80% of respondents rated the services provided by SEDG’s e-Business Advisers and/or local e-Providers as excellent or good;

· 76% of respondent businesses will require additional support in future – again in relation to accessing funding and increasing their knowledge of technical issues.

In addition a Business Change Model was developed to highlight the key qualitative learning aspects of SEDG e-Business Initiative support and this is described in detail in the main report.

economic impacts

The economic impacts resulting from the delivery of the e-Business Initiative are summarised below:

· gross attributable sales – approximately £90 million at the local area level and the Scottish level;

· net attributable sales – around £12.5 million net direct additional sales accrued at the local Dumfries and Galloway level;

· gross employment – 122.5 gross full-time equivalent (FTE) jobs are attributable to the e-Business Initiative at the local level and national/Scottish level;

· net attributable employment – 22.5 net additional FTEs at the local Dumfries and Galloway level; and

· contribution to GDP- at the local level, the net attributable sales have secured a £3.1 million contribution to GDP.

conclusions

The key objective of the e-Business Initiative has been to increase awareness and usage of ICT and e-business with SMEs located in Dumfries and Galloway.  

It is clear from both the management information and the company survey that this objective has been achieved, although there will be some SMEs in the region who are not fully aware of the potential benefits of ICT/e-business. 

The ERDF application highlighted that the activity target for the initiative was to assist 290 businesses - as highlighted in the management information a significantly higher number of companies have been assisted.  This in part reflects the availability of additional funding through the response to FMD, but also the fact that the companies that have come forward have looked for lower levels of support - principally to establish a presence in the wide market place through establishing a web site.  Such web site provision has allowed more companies to benefit from the wide array of e-business support.

recommendations

The general consensus from the evidence in this evaluation report was that the SEDG e-Business Initiative is addressing a gap in the market to provide entry level e-business solutions with a particular focus on website design and development for local small to micro businesses.  The following recommendations are suggested for consideration and implementation with respect to the future delivery and development of the SEDG e-Business Initiative:

· further adoption of online trading – the e-Business Initiative in future should move away from general awareness raising with SMEs based in Dumfries and Galloway and focus more on assisting companies to progress further up the e-adoption ladder with regard to online trading;

· ongoing training – it is recommended that SEDG continues to assist companies with regard to their ongoing e-business training and development requirements.  In particular, such support and advice activities should be channelled to SMEs that have a clear strategic vision to embed more advanced e-business technologies, as appropriate, to enable companies to fully transact and trade online.  The Finnish eAskel project good practice model should be considered here;

· market segmentation of service delivery– it is appreciated that e-business awareness raising and support for initial adoption of e-business/ICT facilities should be delivered through the local Business Gateway.  However, it is recommended that the more advanced e-business support is delivered by SEDG e-Business Advisers and/or local e-Providers in a bespoke manner with client/account managed companies where online trading is anticipated to achieve medium to high level impacts.  It is also recognised that e-business development is a discrete area of assistance within a portfolio of offerings, such as more generic business development, marketing and product development;

· SME support networks – as identified under the good practice review, it is recommended that there is an opportunity for e-business suppliers to work in partnership with SEDG to foster e-commerce capacity-building, as undertaken for the Irish PRISM II Initiative; and

· pilot schemes for Internet platforms – it is suggested that pilot schemes could be delivered as specific training events or facilitated via the local Business Gateway on a standalone PC to encourage local companies to test more advantaged e-business support packages, such as new software prior to purchase, as demonstrated by the French Achat-ville project.

1. introduction

Scottish Enterprise Dumfries and Galloway (SEDG) has offered assistance to small to medium-sized (SME) companies to encourage take up of new technology.  The assistance has developed in line with technological advancements and as the requirements of e-business have been recognised by the business base within the region.  The objective of Scottish Enterprise in e-business has been to provide assistance aimed at accelerating the competitive capability of both organisations and individuals.  The grants distributed in the region have been provided as part of the response to the Foot and Mouth crisis of 2001, which had devastating consequences for the farming and non-farming community.  

The e-Business Initiative has been operating since September 2001 and has aimed to raise awareness and accelerate adoption of e-business and supplier development.  The Initiative provides a range of services:

· information provision and sign-posting;

· grants to SMEs;

· delivery of seminars and workshops;

· one-to-one consultations to assist in needs identification and potential of ICT and e-business; and

· supplier development.

The support has been offered on a non-exclusive basis and referrals have come from Business Gateway, SEDG Account and Client Managers and through direct approach from SMEs.  

The number of businesses attending events and/or receiving grant assistance has been in excess of 500, at a cost of just over £0.54m, with 50% funding from Objective 2 funding.  Targets have been set in relation to the number of businesses attending events and the expanding use of e-business (SE Network) and number of business assists and jobs created or safeguarded (Objective 2).

This report has been prepared by EKOS Limited in response to the Scottish Enterprise Dumfries & Galloway (SEDG) commission to evaluate the impact of its e-Business Initiative.

1.1 objectives

The objectives of the study can be summarised as providing SEDG with a detailed understanding of:

· the success of the programme in meeting its objectives and targets, and the extent to which these remain valid;

· the number and range of companies who have participated in the Initiative, and their views of the Initiative;

· the impact of the programme - quantitative and qualitative - in relation to:

· the direct effects of the Initiative on companies and the outputs and impacts that can be attributed to their participation

· additionality, displacement and multiplier effects

· value for money and cost effectiveness

· the success of assisted projects and development plans;

· the views on previous and current participant individuals or companies; 

· how the various elements of the Initiative fit together, and identification of any gaps in assistance;

· how the Initiative compares with similar programmes in areas with similar geography to give insight into how the Initiative could progress;

· how the Initiative and its management could be improved to better meet its and SE Network objectives; and

· whether there is any divergence between SE targets and objectives and the needs of the region's SMEs.

In addition the study provides the client with recommendations for:

· the future direction and development of the Initiative; and

· appropriate performance measures for the ongoing monitoring and measurement of the Initiative.

1.2 method

The study was conducted in three stages:

· Stage 1: Set up, Desk Research and Consultation Programme;

· Stage 2: Fieldwork Programme; and

· Stage 3: Analysis, Workshop and Reporting.

The stages and component tasks are illustrated in Figure 1.1.


1.3 structure of the report

The remainder of this report is structured as follows:

· Chapter 2: describes the e-Business Initiative, and focuses on the strategic rationale for its operation and a market assessment, including the market failure issues to be addressed;

· Chapter 3: summarises the key primary research results from the fieldwork element of the evaluation process - the consultation programme and the company surveys;

· Chapter 4: presents an economic impact evaluation of the e-Business Initiative; and

· Chapter 5: conclusions and recommendations on the future format, structure and delivery of e-business support and advice within Dumfries and Galloway.

e-business initiative

1.4 introduction

In this chapter we present a brief overview of the e-Business Initiative, which focuses on:

· description of the Initiative;

· market assessment; and

· management information.

1.5 description of the initiAtive

The e-Business Initiative provides a comprehensive support service to SMEs to encourage the development and use of ICT and e-business facilities to achieve sustainable economic growth of indigenous and small business development.  The Initiative employs a team of specialist advisers  - two funded by ERDF and one funded by ESF - and provides access to expert consultancy support to assist SMEs develop and implement their ICT and e-business strategies.  

The main aim has been to increase awareness and usage of ICT and e-business in SMEs through developing e-business related skills.  This has been achieved through offering companies a co-ordinated programme that has included:

· marketing;

· advertising and promotion of awareness raising materials;

· seminars and support/guidance; and

· specialist consultancy support to encourage deployment of emerging technologies.

Companies have been assisted and supported by the e-business advisers who have utilised UK Online for Business and Scottish Enterprise seminar products and guidance materials to ensure quality and consistency with national standards.  These have included:

e-Business Workshops:

· an SE product designed to introduce companies to the basics of e-business.  It included a half day workshop that explored the benefits of e-business and has given practical advice to those SMEs that were engaging with the technology for the first time;

· SE Seminars:

· workshops lasting one day that have assisted senior managers and directors to develop an e-business strategy for their company.  In addition advice on a one-to-one basis by programme advisers or access to specialist consultants has been provided to assist businesses to meet their individual needs; and

· e-Commerce Adviser Programme:

· this programme has provided up to 10 days expert consultancy advice to businesses to assist them with the implementation of e-business projects.  Where appropriate other expert consultants have been contracted to assist companies.

1.6 strategic rationale

The key regional and national strategic frameworks in place when the e-Business Initiative was developed were:

· A Smart, Successful Scotland (SSS): Ambitions for the Enterprise Network;

· Driving Success, Driving Diversity 5-Year Strategy for Dumfries & Galloway - 2003-2008; and 

· South of Scotland European Partnership.

1.6.1 A Smart, Successful Scotland

A Smart, Successful Scotland (SSS): Ambitions for the Enterprise Network was launched in early 2001 and identifies a vision for Scotland in which the Enterprise Networks in Scotland (SE and HIE) are to be the key drivers in its delivery.  The key organisational themes for their activities are:

· Growing Businesses:

· Scotland, a fast learning, high earning nation, through closing the productivity gap with other leading nations;

Global Connection:

· Scotland, a globally connected European nation, where Scotland's economy is integrated into the world economy; and

· Learning and Skills:

· every Scot ready for tomorrow's jobs - the vision is for a high skill high wage economy with high levels of employment.

The growing businesses priority is to raise the long run, sustainable growth rate of the Scottish economy through:

· greater entrepreneurial dynamism and creativity;

· more e-business;

· increased commercialising of research and innovation; and

· global success in key sectors.

SSS recognises that e-business innovation, in existing as well as new firms, offers a major opportunity to modernise the economy.  E-business not only improves the efficiency of existing structures and supply chains; in many cases it leads to a transformation in the nature of those industries.  In the business-to-consumer area e-business can deliver the so-called "double win" from outsourcing work (and thus cost) to its customers and at the same time improving customer satisfaction.  

Using business advice and support, SSS encourages the SE Network to improve the awareness and take up of e-business amongst Scottish companies in order to accelerate business take up, accelerate supply development, create the right environment for change, and support the development of the right skills.

It is clear therefore that SEDG's e-Business Initiative fits with the growing businesses strategic aim.

Within the global connection priority the digital connectivity theme, SSS recognises that the use of information and communications technology can reduce the constraint of peripherality and enable the development of a less geographically centralised economy.  It highlights that there is real potential for the use of technology to make a significant difference to many of the services and employment opportunities available to our rural communities.  

SSS therefore sees the challenge for Scotland as one of becoming a leading digital nation - not only a digital economy but a digital society.  In so doing Scotland would then become one of the best places in the world from which to trade electronically. 

It is clear therefore that SEDG's e-Business Initiative fits with the global connections strategic aim.
1.6.2 Driving Success, Driving Diversity
Driving Success, Driving Diversity aims to lever long-term economic growth in the region.  This strategy supports the implementation of the Scottish Enterprise vision for A Smart, Successful Scotland. 
The strategy recognises that increased productivity and profitability, driven by higher skills in local businesses, will be key to sustainable growth and long-term prosperity.  The 5-year Strategy is aimed at enabling businesses to raise their performance in Dumfries and Galloway to: 

· find and enter markets at home and abroad;

· develop innovative products and processes;

· ensure the right skills are available; and

· embrace change.

The e-Business Initiative therefore fits with the 5-year Strategy in terms of its ability to assist participating companies to find and enter markets at home and abroad.  The establishment of company websites, which has been a key feature of much of the support to participating companies, has provided them with a window to new markets within the global economy.  Indeed many of the companies that featured in the survey have been contacted by potential customers through their website.  The availability of additional support to assist companies trade online will provide further encouragement for companies to access new customers and new markets.

1.6.3 South of Scotland European Partnership

A key feature within the SoSEP's Programme Complement is recognition of the need to encourage SMEs to benefit from identified development opportunities and at the same time address recognised weaknesses and constraints.  The priority - Competitive Enterprises - emphasises the fundamental importance of SMEs to the economy of the South of Scotland and is structured to provide an integrated set of interventions intended to increase competitiveness and thereby create jobs.  It also recognises that some SMEs in rural areas face particular challenges in accessing markets because of distance and relatively small size of local markets.

Measure 1:3 – Developing Innovation, Technology And The Information Society seeks to encourage the development and use of new technology and innovation to achieve sustainable economic growth of indigenous and small business development.  The priority recognises that the changing nature of business, including the development of e-business, requires the support of research and development activities and the establishment of innovative working practices to enable SMEs to become more competitive within local, national and global economies.   

It recognises that the use of ICT is critical to the achievement of sustainable economic development within the South of Scotland.   It identifies that there are three principal areas where micro businesses and SMEs require ICT support:

· Internet and e-business;

· the use of ICT for accounting, financial and administrative activities; and

· the general application of ICT, often for specialised purposes or within specialised trades or industries.

It is clear therefore that SEDG's e-Business Initiative fits with the SoSEP's strategic aims.

1.7 market assessment

1.7.1 Market Failure

Strategic fit in itself is not enough to justify intervention by public agencies.  It is essential to identify gaps in provision and to understand why these gaps have come about.  Market failure is the key to setting the strategic rationale for public sector intervention in any local economic development market.  In the SE Network there are four types of market failure that LEC Business Units should seek to address to bring about successful market adjustment:

· information deficiencies;

· risk aversion;

· externalities; and

· institutional or scale barriers.

In general, the market failure arguments for support to Dumfries and Galloway companies with regard to e-business development are based around SME companies, particularly in terms of employee numbers, and not having sufficient resources to address, efficiently or effectively, changes in their respective business environments. As a consequence, SMEs are unlikely to be able to access e-business facilities and the appropriate training and technical expertise without initial public sector support offered via the e-Business Initiative.  Specifically such businesses are being supported because:

· companies are small and lack the organisational skills to manage the interface between themselves and e-business opportunities in potential future markets;

· companies lack the technical knowledge to access e-business technology and systems to effect online trading; and

· there is a lack of understanding of the ability to use e-business facilities as a key business tool to enhance business competitiveness and capacity.

It should also be noted that some of Dumfries and Galloway’s large companies, in terms of employee numbers, also access support.  Therefore, the SEDG e-Business Initiative has an added value role for all Dumfries and Galloway-based companies regardless of size.

1.7.2 Good Practice

SEDG's e-Business Initiative is not unique in terms of its aims and objectives, although there may be features that are.  To set the evaluation in context a wider market assessment was conducted that sought to understand how such initiatives operate elsewhere, focusing on the key features of success.  The review therefore focused on:

· framework policies;

· e-business awareness and training;

· SME support networks; and

· promotion of Internet platforms for SMEs.
framework policies

Example of good practice in framework policies include:

· UK – UK Online for Business: a government/industry partnership which consists of a range of initiatives which aim to raise business awareness of the potential benefits of e-business and to provide advice and support for the adoption and use of ICT.  The overall target for the programme is to make the UK the best place in the world for e-commerce by 2004, as measured by the cost of Internet access and the extent of business-to-business (B2B) and business-to-customer (B2C) transactions that are conducted on electronic networks;

· Greece – the e-Business Forum: provides an ongoing constant, open and broad consultation mechanism on e-business policies, involving the state, the business community and academia.  The aim is to provide a mechanism for the exchange of opinions, ideas and expertise, in order to understand better the real needs of SMEs, to identify market failures and suggest concrete policy recommendations to resolve them;

· Norway – the VeRDI programme: extends from awareness raising, promoting joint measures and infrastructure, providing knowledge and professional development and special projects to provide direct consultancy support.  The overall aim of the programme is to strengthen SME competitiveness and profitability through increased awareness and use of e-based systems and technologies;

· The Netherlands – The Netherlands Go Digital: programme offers a combination of support for the use of independent advisers and a variety of information channels ranging from individual business attendance at workshops to working through trade bodies to encourage sectoral participation.  The broad aim is to take firms further up the e-business ladder. There is also a wider aim of developing the Netherlands into a leading position in the digital economy; and

· Spain – Catalunya on the Net: provides a regional plan to stimulate business adoption of e-business and to encourage the development of companies who produce products and services for e-business.
business awareness and training policies:

Examples of good practice in the area of e-business awareness and training policies include:

Finland – eAskel was developed in order to enhance e-business in Finland.  The goal of eAskel is to increase SME management competencies in strategic e-business development, realise profitable e-business opportunities, identify core development needs for e-business, and to produce a development plan for participating companies.  To achieve these objectives, private consultants take between two and five days to analyse each of the participating companies and develop appropriate tailor-made action plans;

· Austria - Ecaustria (‘Let’s e-biz’) is a web-based information source and online communication platform.  It was created as an element of the "Let's e-biz" project, which is the main communication vehicle for the overarching initiative "e-business in a new economy";

· Sweden - SVEA aims to raise awareness amongst SMEs of the commercial possibilities of e-commerce and how e-business can be used in different parts of the business process. SVEA focuses on SMEs that have no previous contact with e-business and are characterised by low IT knowledge; and

· Germany – the B-online Project, makes extensive use of Chambers of Commerce and Trade to provide local access points across the state.  This ‘hands-on’ level gives closer access to businesses and establishes their problems and issues in adopting e-business.  Contact is mainly through information events and neutral (non-IT sales) consultation.
SmE support networks

Examples of good practice in the area of promoting SME support networks include:

· Ireland – The PRISM II Initiative is managed by the Chambers of Commerce of Ireland (CCI). Running from 2000 to 2002, the primary aim of the project was “e-commerce capacity-building with SMEs”. PRISM II is an example of a partnership between public and private sectors with the project being implemented by an SME representative body (CCI);

· Germany – Network of e-Business Centres.  The e-commerce competence centres have been set up by the German Ministry of Economy and Technology in order to support SMEs as well as craft businesses with the adoption and usage of the Internet.  It tailors its support to the needs of SMEs, integrates different measures, as well providing a comprehensive service offerings, which makes it an efficient instrument for technology transfer;

The Netherlands - 'Digikringen' provides an open platform for local SME ICT providers across the Netherlands.  The objective of the policy is to bridge the gap between ICT service providers and their SME customers; and

· UK – Opportunity Wales focuses on the provision of one-to-one support to businesses by properly trained e-commerce advisers managed by regional and sector implementation partners.  Businesses located in the Objective 1 areas of Wales are eligible for financial support and up-skilling to assist them in the implementation of e-commerce solutions. 
Helping SMEs participate in Internet platforms

Examples of good practice in the area of helping SMEs participate in Internet platforms include:

· Denmark - Rakat in Roskilde is raising awareness of e-commerce.  It includes elements of good practice that are aimed at making better use of public procurement and providing increased transparency in the marketplace.  It also aims to enhance the levels of e-commerce in the Danish private sector at the regional level and to create a common solution for public e-procurement based on catalogue purchasing;

· Ireland – Empower is an e-Business Initiative for small businesses delivered by the Irish City and County Enterprise Boards on behalf of the Department of Enterprise, Trade and Employment.  All city and county enterprise boards in Ireland are assisting small businesses through a series of grants including technical grants towards the cost of project management, e-business software packages, website development and e-business training grants;

· Spain – The ARTEPYME II programme is helping SMEs in Objective 1 regions remain competitive by introducing them to ICT with an emphasis on e-commerce and advanced telecommunications.  The programme is designed to take into consideration the wider needs of the regions through targeting public and private sector intermediary organisations that use advanced telecoms systems and e-commerce applications;

· France – project Achat-ville provides a controlled environment, a learning opportunity for businesses in the locality so that they could test tools without immediate trade pressure or major financial risks. Achat-ville was originally a local instrument, which has since been extended to cover the region and is now being proposed as a national programme; and

UK - Local Shops On Line was designed to offer assistance to struggling businesses by providing them with the necessary support, training and equipment to use the Internet to facilitate communication with customers and suppliers.  It has been recognised that SMEs have the dual disadvantage of limited resources in time and finance – this form of assistance takes this into account by providing practical, hands-on support direct to those who need it most.
summary of good practive review

In general the SEDG e-Business Initiative reflects many of the good practice issues summarised above.  Specific issues of good practice are outlined below, using the same e-business operational headings.

· framework policies- at present the Dumfries and Galloway Web Forum provides an ideal mechanism of the exchange of good practice with regard to e-business knowledge, expertise and development.  As well as mirroring the e-business awareness raising requirements of UK Online for Business, the current Web Forum also resembles the Greek e-business discussion forum.  However, it is suggested that the Web Forum considers the inclusion of more representatives from academia, such as from the local college campus, as highlighted in the Greek e-business model;

· business awareness and training policies – it is suggested that SEDG continues to provide generic e-business awareness and training via the local Business Gateway and more ‘hands-on’ advice and support to companies that wish to advance further up the e-adoption ladder in terms of transacting and trading online.  The Finnish eAskel project should be considered here, given the focus on embedding e-business development and opportunities at the strategic level through increased management competencies and the preparation of bespoke e-business action plans;

· SME support networks – to complement the e-commerce support provided by SEDG it is suggested that there is an opportunity for greater private sector participation in partnership with SEDG, as done so in Ireland via the PRISM II Initiative; and

· helping SMEs participate in Internet platforms - with a focus on moving local Dumfries and Galloway companies up the e-adoption ladder it would be beneficial for companies to be able to test more advantaged e-business support packages, such as new software prior to purchase, as the French Achat-ville project allows.  However companies in Dumfries and Galloway have experienced some difficulties in visiting a centre where such facilities have been established - a portable resource may therefore be more successful.

management information

1.7.3 Expenditure

Table 2.1 outlines expenditure made in respect to the e-Business Initiative by SEDG.

	TABLE 2.1: BREAKDOWN OF EXPENDITURE

	Approved in Operating Plan
	Actual
	Actual as a % of approved

	2001/2
	2002/3
	2003/4
	2001/2
	2002/3
	2003/4
	2001/2
	2002/3
	2003/4

	£400,000
	£345,000
	£315,000
	£439,611
	£399,186
	£303,767
	110%
	116%
	96%


Source: KMIS reports

Table 2.1 highlights a declining budget and spend for the Initiative, although in both 2001/2 and 2002/3 spend exceeded budget by more than 10%.  The actual spend data for 2003/4 is just over £11,000 short of the projected target figure.  

Table 2.2 outlines eligible expenditure made in respect to the e-Business Initiative that is reclaimable from the ERDF. 

	TABLE 2.2: BREAKDOWN OF eligible erdf EXPENDITURE

	Cost heading
	Approved Expenditure (£)
	Expenditure Claimed (to end 2003) (£)
	Actual as a % of approved

	Staffing
	207,720
	149,539
	72%

	Consultancy fees
	72,000
	44,192
	61%

	Travel Costs
	14,400
	14,177
	98%

	Marketing
	24,000
	30,347
	126%

	Capital Equipment
	6,000
	6,541
	109%

	Grant Scheme
	220,000
	162,575
	74%


Source: ERDF Claim form period 1 October - 31 December 2003

Expenditure in terms of the grant element of the e-Business Initiative, staffing costs and consultancy fees will need to be accelerated in the final period to ensure all approved eligible expenditure can be re-claimed.

Targets, Outputs and Impacts

Table 2.3 highlights progress towards achievement of the targets, outputs and impacts for the Initiative.

	TABLE 2.3: BREAKDOWN of KMIS targets

	Target
	Operating Plan Target 
	Targets Achieved
	Actual as a % of Target

	
	01/02
	02/03
	03/04
	01/02
	02/03
	03/04
	01/02
	02/03
	03/04

	e-business process assists
	400
	
	
	522
	
	
	131%
	
	

	Business assists
	
	500
	
	
	413
	
	
	83%
	

	Businesses attending events
	
	120
	
	
	165
	
	
	138%
	

	Jobs safeguarded
	
	35
	
	
	35
	
	
	100%
	

	Online marketing or trading online
	
	292
	
	
	152
	
	
	52%
	

	Re-engineering business
	
	1
	
	
	1
	
	
	100%
	

	e-business development
	
	
	130
	
	
	172
	
	
	132%

	No. of businesses attending events
	
	
	60
	
	
	172
	
	
	287%


Source: KMIS reports

Different targets have been set for each year of the operation of the e-Business Initiative - linked to progression up the e-business ladder.  Most targets have been achieved or exceed - those that have not relate to business assists (83%) and number of businesses trading online (52%).

Table 2.4 outlines the progress towards ERDF targets for the e-Business Initiative over the period September 2001 to August 2004.  For the detailed derivation of the gross level of employment and sales attributable to the Initiative see Chapter 4 and Appendix C.  However, it should be noted that the employment impacts in Chapter 4 relate to full-time equivalent jobs (i.e. a permanent job for a period of 10 years).  It is clear from Table 2.4 that the physical outputs are on target to being achieved by this summer. 

Under the intermediate results/impacts the gross number of new jobs has exceeded the target by about 40%.  However, only gross jobs directly attributable to disabled people were reported during the fieldwork component of this evaluation.

It is encouraging to note that the number of gross safeguarded jobs and gross sales have also well exceeded the original targets by 400% and 911% respectively.  As a caveat it should be noted that the gross sales figure is skewed significantly due to one company that generated £15 million of business sales as a direct consequence of their participation with the SEDG e-Business Initiative. 

	TABLE 2.4: BREAKDOWN of erdf physical outputs and intermediate results

	
	Original Approved Targets 
	Targets Achieved
	Actual as a % of Target

	Physical Outputs
	
	
	

	Total no. of existing businesses assisted
	290
	261
	96.9

	Total no. of instances of assistance to existing businesses 
	21
	20
	95.2

	No. of existing businesses receiving financial assistance
	62
	57
	91.9

	Intermediate Results
	
	
	

	Total no. of gross new jobs created
	89
	125
	140.4

	No. of gross new jobs created for women
	44
	0
	0.0

	No. of gross new jobs created for members of ethnic minorities
	1
	0
	0.0

	No. of gross new jobs created for disabled people
	4
	5
	125.0

	No. of gross new jobs created in areas defined as most in need
	3
	0
	0.0

	No. of gross new jobs created directly related to environmental activity
	0
	0
	0.0

	Total gross no. of jobs safeguarded
	2
	10
	500.0

	Gross sales (£ million)
	8.8
	89
	1011.4


Source: ERDF Claim Form Part 2, 31 December 2003 and EKOS estimates based on company survey results.
survey results

1.8 INTRODUCTION

In Chapter 3 presents the results of the survey of participating companies, but begins with a review of the small consultation programme that was undertaken with SEDG executive and officials from the South of Scotland European partnership.

1.9 CONSULTATION PROGRAMME

1.9.1 Introduction

As part of the evaluation process consultations took place with:

· SEDG e-business team;

· SEDG Global Connections;

· SEDG account managers;

· Business Gateway;

· SoSEP.

The views expressed were broadly similar and therefore a composite viewpoint is presented.

1.9.2 Overall Performance of e-Business Initiative

The general consensus was that the e-Business Initiative is well structured - offers a variety of support at key stages in a company's e-business capability development - and is being well received by participating companies.  The workshops in particular were well received.  

The Initiative, although universally available, had been taken up by medium/high impact companies and this was seen as delivering economic benefits to the region.

The number of companies benefiting from the Initiative was in excess of the numbers that the ERDF application said would be assisted.  This reflects:

· the funding available from the Initiative had been supplemented with monies to deal with the FMD crisis; and

· that many companies were e-business entry level - website construction - and therefore the available funds could be used to help more companies as this level of support requires small levels of grant.

1.9.3 Integration and Complementarity

The general view was that the Initiative is well integrated into more general business development activities of SEDG - the exception to this is where the support offered has only been a grant to establish a website.  The approach favoured was for e-business support to be part of a holistic approach to developing the business.  The view was that this would evolve as business became more familiar with e-business and moved up the e-business ladder from simply using the website as a marketing tool to seeking to begin trading online.  In businesses that have moved beyond establishing a web presence the Initiative is being integrated with other forms of support.

1.9.4 Management and Delivery

There was recognition that over the past two years the management and delivery had been more focused - in the early stages of the Initiative there were many requests for advice and guidance resulting from awareness activities.  This led SEDG to obtain additional and specialist advice.  

Companies participating in the Initiative are well briefed and prepared by SEDG executives on how to deal with external advisers and to obtain from them the appropriate support that meets the business needs at a particular point in time, and assists the company to progress up the e-ladder.

1.9.5 Strengths and Weaknesses

The key strengths of the Initiative were identified as being:

· ease of access to support by companies;

· a wide range of support that targets companies at different places on the e-business ladder - from awareness raising through to online trading;

· skills, experience and effectiveness of the SEDG advisers, reflected in their ability to de-mystify the technical aspects of e-business; and

· a developing supplier network that is locally based and is able to address companies’ needs.

The key weaknesses of the Initiative were identified as being:

· insufficient companies progressing from developing website to engaging in online trading; and

· various other forms of support - e.g. DTI - that are introducing a degree of confusion and duplication.

1.9.6 Areas for Future Development

The key areas for the future development of the Initiative were viewed as being:

· a continued need to provide entry level assistance;

· to encourage more companies to progress up the e-business ladder, and to begin online trading; and

· to target pro-actively new growth companies that would benefit from involvement in the Initiative, rather than focusing on self-selectors.

1.10 company survey

1.10.1 Introduction

One of the main components of this study was to attain feedback from Dumfries and Galloway businesses that had received support (although at varying degrees) through the e-Business Initiative.  

A total of 14 face-to-face interviews took place supplemented by a further 21 telephone conversations.  A 70% response rate of the required sample was realised for both the face-to-face and telephone discussions. 

The face-to-face interviews were held with companies that had received a fairly significant level of assistance in terms of e-business advice as well as financial support.  The telephone survey captured businesses that had been assisted but not to the same degree.  The same questionnaire was delivered for these interviews, but in general the meetings with the companies allowed for a more in-depth discussion, particularly with regard to more qualitative issues.  However, it should be noted that such detail was also forthcoming during the telephone conversations.  Therefore, for reporting purposes the face-to-face and telephone interview results have been combined.  

A further 500 companies with a more ad hoc relationship with the SEDG e-Business Initiative were sent an online questionnaire – disappointingly, only 21 responses were returned, despite being fairly short in length.  The results of the online survey have been used to supplement the analysis, as appropriate, derived from the face-to-face and telephone interviews.

To assess the real value of assistance via the Initiative an allowance was given for 10 counterfactual interviews with businesses that had previously approach the Business Gateway within Dumfries and Galloway but had not had any e-business support.  Seven short interviews were conducted which again represents a 70% response rate of the anticipated sample.

Lastly, an online questionnaire was sent to the current 15 members of the Dumfries and Galloway Web Forum – six returns were received.  The findings from this survey will be reported as a separate section.

In total therefore, we received responses from 56 participant companies.  More importantly, 33 of the 35 businesses
 interviewed provided detailed responses, which is approximately 20% of the total population where relatively significant levels of e-business assistance had been realised.  However, it should be noted that not all respondent companies answered all the questions.  Therefore, the analysis highlights the total number of responses to each discrete question – some of which include multiple responses to specific issues.

1.10.2 Company Details

Table 3.1 provides information on the nature of companies interviewed for this evaluation study.  The majority of responses were from tourism-related businesses (26%) and those in ‘other’ sectors (21%), such as businesses that import and distribute a variety of products or deliver a range of services that did not neatly fit within one of the pre-defined categories.  

	Table 3.1: nature of business activity

	
	Number
	%

	Agriculture
	5
	7.6

	Forestry
	1
	1.5

	Fishing
	0
	0.0

	Energy & water
	0
	0.0

	Tourism
	17
	25.8

	Food & drink
	7
	10.6

	Manufacturing
	1
	1.5

	Construction
	1
	1.5

	Transport & communication
	2
	3.0

	Craft & related
	3
	4.5

	Creative industries
	3
	4.5

	Financial services 
	3
	4.5

	Personal services
	3
	4.5

	Other services
	6
	9.1

	Other 
	14
	21.2

	Total responses
	66
	100.0


Source: Business face-to-face, telephone and online interviews, February 2004.

Note: numbers may not add to 100% due to rounding.

sales

With regard to the sales data the majority of respondent companies did not provide an exact figure, but all those who responded did indicate an appropriate range (see Table A1 in Appendix A). 

Although during the interviews respondents were asked to note the level of sales prior to e-adoption facilities being put in place, many companies highlighted that increases in sales were due to a number of factors and not just the support received via the Initiative.  However, it is important to note that local respondent Dumfries and Galloway companies are generally optimistic with an estimated growth in future sales of just over 20%.  The key message to take from the figures presented in Table 3.2 is that 27% of current sales can be directly attributed to participation with the e-Business Initiative.  

	TABLE 3.2: business sales

	
	Total Sales

	Current sales (28 responses) 
	£65,614,000

	Current sales directly attributable to e-Business Initiative (8 responses)
	£17,809,620

	Sales prior to e-Business Initiative (26 responses)
	£46,643,000

	Expected sales by 2007 (27 responses)
	£79,800,000

	

	
	Total sales
	%

	% of current sales directly attributable to e-Business Initiative
	17,809,620
	27.1

	% increase in sales – current to anticipated
	14,186,000
	21.6

	% increase in sales - prior to e-business support/advice to current 
	18,971,000
	40.7

	% increase in sales - prior to e-business support/advice to anticipated 
	33,157,000
	71.1


Source: Business face-to-face and telephone interviews, February 2004.
employment

Table 3.3 shows the previous, current and future anticipated employment levels as reported by respondent companies. 

	TABLE 3.3: employment levels of respondent companies 

	
	2001

(19 responses)
	2004

(32 responses)
	2007

(28 responses)

	
	Jobs
	FTEs
	Jobs
	FTEs
	Jobs
	FTEs

	Full-time
	449
	449
	679
	679
	787
	787

	Part-time
	78
	39
	78
	39
	77
	38.5

	Seasonal full-time
	22
	11
	33
	16.5
	36
	18

	Seasonal part-time
	12
	3
	66
	16.5
	67
	16.75

	Total 
	561
	502
	856
	751
	967
	860.25


Source: Business face-to-face and telephone interviews, February 2004.

Note: FTEs: - full-time equivalent job i.e. a job that is anticipated to last for 10 years.  A part-time or seasonal full-time job is equivalent to 0.5 FTE and a seasonal part-time job is equivalent to 0.25 FTEs.

A total of 24.5 gross FTE jobs are directly attributable to assistance through the e-Business Initiative, as detailed in Table 3.4.

	TABLE 3.4: additional jobs further to e-business support

	
	Jobs
	FTEs

	Full-time
	24
	24

	Part-time
	1
	0.5

	Seasonal full-time
	0
	0

	Seasonal part-time
	0
	0

	Total 
	25
	24.5


Source: Business face-to-face and telephone interviews, February 2004.

Note: FTEs: - full-time equivalent job i.e. a job that is anticipated to last for 10 years.  A part-time or seasonal full-time job is equivalent to 0.5 FTE and a seasonal part-time job is equivalent to 0.25 FTEs.

Further analysis on the type of employment created as a direct result of support from the SEDG e-Business Initiative and the average salary for such additional staff is outlined in Appendix B, Tables B1 and B2. 

3.3.3 Support via the SEDG e-Business Initiative 

Awareness

52 out of 53 respondent companies (98%) were aware of the e-Business Initiative delivered by SEDG. 

Further details of how companies first became aware of the support available through the e-Business Initiative are outlined in Table 3.5 below.  In the main, direct contact was made with or from SEDG (42%) often in the first instance through the Business Gateway or indirectly through word of mouth (23%), particularly from e-business suppliers. 

It is interesting to note that 80% of respondent companies were also aware that the e-Business Initiative was part funded by European (ERDF) finance.

	TABLE 3.5: FIRST AWARENESS OF SEDG e-BUSINESS INITIATIVE (multiple responses)

	
	No.
	%

	Direct contact from SEDG (including Business Gateway)
	19
	29.7

	Made direct contact with SEDG (including Business Gateway)
	8
	12.5

	Word of mouth
	15
	23.4

	Through another company
	5
	7.8

	Brochure
	1
	1.6

	Newspaper
	4
	6.3

	SEDG website
	2
	3.1

	e-mail
	3
	4.7

	Radio
	0
	0.0

	Other
	7
	10.9

	Total responses
	64
	100.0


Source: Business face-to-face, telephone and online surveys, February 2004.

Other includes sources such as knowledge of Initiative through previous employment, through attendance at other training courses and through their local e-Provider.

Companies gave more than one response therefore the total responses are higher than the total number surveyed.

company status

Table 3.6 outlines the current e-business status of respondent companies and their position prior to support from SEDG.  It is encouraging to note that only one respondent company still does not have e-business/ICT facilities compared with 10 prior to assistance received through the Initiative.  The figures presented in Table 3.6 with regard to the use of e-mail and the Internet need to be viewed with care.  The reason for this is that many individuals used their own personal e-mail and Internet facilities and for some companies, but not all, through e-business support this has become a more formalised business tool.  However, it is encouraging to note that businesses are now beginning to market and trade online with around 12% of respondent companies witnessing a significant level of sales generation.

	Table 3.6: company status (multiple responses)

	
	Prior
	Current

	
	No.
	%
	No.
	%

	No e-business/ICT facilities
	10
	9.7
	1
	0.8

	Use of e-mail
	27
	26.2
	25
	20.3

	Use of e-mail and Internet access
	37
	35.9
	33
	26.8

	Use of ICT for accounting and admin activities
	14
	13.6
	18
	14.6

	Use of e-business/ICT facilities but limited marketing and trading online and sales generated
	11
	10.7
	23
	18.7

	Marketing and trading online with significant sales generated
	1
	1.0
	15
	12.2

	Ability to set-up online joint ventures/collaborations
	1
	1.0
	5
	4.1

	Other
	2
	1.9
	3
	2.4

	Total responses
	103
	100.0
	123
	100.0


Source: Business face-to-face, telephone and online surveys, February 2004.

Other: includes links to other distributors and the use of the online facility as a discussion forum.

Most companies gave more than one response therefore total responses are higher than the total number of surveys.
Table 3.7 indicates the key e-constraints within respondent businesses prior to participation with the e-Business Initiative.  The principal constraints faced by local Dumfries and Galloway businesses were with regard to accessing funding and gaining knowledge of technical issues.  

	Table 3.7: main constraints (multiple responses)

	
	No.
	%

	General e-business/ICT skills in company
	16
	14.5

	Management capacity/competency
	9
	8.2

	Accessing funding
	25
	22.7

	Knowledge of technical issues
	25
	22.7

	Finding suitable suppliers (price and quality)
	12
	10.9

	Accessing new technologies
	10
	9.1

	Accessing skilled labour
	2
	1.8

	Other
	11
	10.0

	Total responses
	110
	100.0


Source: Business face-to-face, telephone and online surveys, February 2004.

Other: upgrading of hardware and software and the need to access new overseas markets through website.

Note: Numbers may not add to 100% due to rounding.  

Most companies gave more than one response therefore total responses are higher than the total number of surveys.

Support Accessed

With reference to all business surveys, just under 90% of respondent companies had received assistance via the e-Business Initiative over the past three years.  Table 3.8 shows the type of support accessed by companies.  As a consequence of the Foot and Mouth Recovery Plan during the financial year 2001/2002, it is not surprising that a principal element of support (40% of company responses) was in the form of grant assistance.  One-to-one consultations with the SEDG e-Business Adviser and/or local e-Provider were seen as an invaluable means (30% of business responses) of attaining advice and knowledge of technical issues to complement the level of grant provision.  In particular, such areas of assistance provide a means for addressing the constraints identified in Table 3.7 and demonstrate how the Initiative has contributed to meeting the needs and requirements of local businesses.  Moreover, 88% of respondent businesses noted that they had applied the e-business/ICT knowledge, advice and acquired skills through their participation with the Initiative to their day-to-day business activities.

	TABLE 3.8: SERVICES AND SUPPORT ACCESSED (multiple responses)

	
	No.
	%

	Factsheets with regard to e-business facilities/ICT information provision and signposting
	17
	15.9

	Attendance at e-business/ICT seminars/workshops
	14
	13.1

	One-to-one consultations with SEDG business adviser and/or local e-business provider
	33
	30.8

	Grant assistance
	43
	40.2

	Total responses
	107
	100.0


Source: Business face-to-face, telephone and online surveys, February 2004.
Most companies gave more than one response therefore total responses are higher than the total number of surveys.

As outlined in Table 3.9 a total of £125,751 in grant provision was distributed among the 33 companies that were interviewed in-depth, which in total represents around 44% of the total cost of all the projects, namely £282,909.  

Two-thirds of respondent businesses received matched funding via the Initiative.  Of these 22 respondents, 36% received a grant of approximately £250; 23% received a grant between £1,000 to around £3,000; 23% support up to a ceiling of £5,000 and 18% matched funding of £10,000.  Therefore, although 64% of respondent companies received a fairly substantial level of matched funding, it is apparent that a significant number of respondent companies (36%) were in receipt of a relatively small amount of financial assistance primarily to fund the initial development of a company website.

	TABLE 3.9: RELATIVE VALUE OF E-BUSINESS GRANT ASSISTANCE

	Intervention rate
	Total respondents
	Total grant assistance
	Total cost of projects

	
	No.
	%
	
	

	50% to 75%
	2
	6.1
	£9,845
	£14,160

	Matched funding, 50%
	22
	66.7
	£77,222
	£155,487

	30% to 50%
	8
	24.2
	£38,434
	£112,212

	25%
	1
	3.0
	£250
	£1,050

	Total
	33
	100
	£125,751
	£282,909


Source: Business face-to-face, telephone and online surveys, February 2004.

The rating companies gave to the services and support offered through the Initiative is presented in Table 3.10.  Excluding responses where businesses felt it was not appropriate to score a particular type of support provision, in the main, all assistance scored highly.  As highlighted in Table 3.10 the level of grant received and the one-to-one consultations with technical and e-business development experts were scored as “excellent” by 48% and 46% of respondents respectively.  The remaining responses were generally scored as “good”.

	table 3.10: rating of support provision (multiple responses)

	
	Excellent
	Good
	Average
	Poor
	Very Poor
	N/A

	Factsheets with regard to e-business/ICT information provision and signposting
	3
	11
	6
	2
	0
	22

	Level of grant assistance
	20
	13
	4
	2
	3
	4

	Awareness raising e-business/ICT seminars/workshops
	5
	11
	2
	3
	0
	23

	One-to-one consultations with SEDG e-Business Advisers and /or local e-Business Provider to assess and identify business needs and plan future activities
	16
	16
	1
	1
	1
	11

	Total responses
	44
	51
	13
	8
	4
	120


Source: Business face-to-face, telephone and online surveys, February 2004.

Table 3.11 shows how companies rated the SEDG e-Business Advisers and local e-Business Providers.  As noted in Table 3.10, in general the scoring was very favourable across the board.  Average scores were reported with regard to the e-Business Advisers/Providers’ knowledge of the company sectoral issues.  However, as noted by businesses when interviewed, the advisers/providers’ knowledge of the sectoral issues faced by local companies increased through the one-to-one discussions and was not viewed as a key issue of concern. 

However, some companies highlighted the need for more specialised but practical follow-on aftercare support and training in areas such as e-administration to assist in the ongoing monitoring of e-business performance – for example the ability to count website ‘hit’ rates.  The continued integration and compatibility of ICT software such as SAGE and online trading was also viewed as a main area for further business development.

	table 3.11: rating of e-business advisers/e-business providers 

(multiple responses)

	
	Excellent
	Good
	Average
	Poor
	Very Poor
	N/A

	Understands your business
	14
	16
	4
	0
	2
	36

	Has knowledge of the sectoral issues faced by your business 
	10
	9
	10
	0
	2
	31

	Response to your needs in terms of flexibility of response – saying “no” can be the right course of action
	15
	11
	5
	2
	1
	34

	Ease of access to appropriate e-business advice and support
	17
	18
	3
	3
	0
	41

	General professionalism, effectiveness and efficiency 
	18
	16
	3
	1
	1
	39

	Total responses
	74
	70
	25
	6
	6
	181


Source: Business face-to-face, telephone and online surveys, February 2004.

Most companies gave more than one response therefore total responses are higher than the total number of surveys.

N/A - did not use this service
business change model

As outlined in the initial study proposal, to gain an appreciation on the qualitative feedback from companies within Dumfries and Galloway developing their e-business capacity and capability, a business change model has been implemented, as outlined below.  The qualitative issues highlighted below are taken from the in-depth face-to-face and telephone interviews with the 33 respondent companies that had received fairly significant levels of assistance through the Initiative.

It was hoped that through the consultations it would be established how such assistance had affected individuals within the companies as well as the organisation as a whole.  However, in the main responses tended to be fairly mixed with a tendency towards individual perceptions.  Therefore, it was not possible to make a clear distinction in terms of the personal and the organisational view in the following analysis.

· awareness – all companies that had received relatively significant levels of support were aware of the SEDG e-Business Initiative and in general did so through a mix of direct contact from and with SEDG and in particular the local Business Gateway;

· understanding – overall there appeared to be a clear understanding that the Initiative was to assist local business to grow and increase their level of national/international competitiveness through the use of e-related business tools;

· reaction – 59% of respondents business strongly agreed and 38% agreed that the assistance via the e-Business Initiative met their needs at the time.  Indeed, for many businesses the support provided that initial step on the e-adoption ladder;  

· learning – around 30% of respondent businesses knew what they wanted to achieve through the adoption of e-business/ICT facilities, but lacked the technical knowledge and expertise to undertake such development;

· behaviour – approximately 40% of companies interviewed reported that e-business had changed their behaviour particularly in relation to the potential business benefits.  However, that said, expectations of businesses further to adapting to e-business systems were often greater than actually realised.  For example, although companies may have recorded a large number of ‘hits’ on their website this did not result in sales, but it was hoped that in the medium to longer-term this would change;

· relationships – around 90% of respondent businesses have very good ongoing relationships with local e-Business Providers but at present there is very limited business to business relationship building throughout the region and beyond; and

· results – impact data is incorporated into Chapter 4 as appropriate. 

It is suggested that a key component of future evaluation studies would be to review the qualitative issues outlined in the above model to allow SEDG to compare and contrasts future qualitative changes in the development of the e-business support package.

summary 

Table 3.12 summaries the extent to which the SEDG e-Business Initiative has improved the general e-business capacity and competency of participant businesses.  In general local Dumfries and Galloway businesses are more e-business literate and will continue to invest time and money in the use of e-commerce business tool facilities in the longer-term.  Given that many of the businesses interviewed were micro business in terms of employment (i.e. many employ less than 10 members of staff) it was not deemed so appropriate for employers to recruit specialist staff with appropriate e-business/ICT skill sets but to develop the skills of existing staff. 

	TABLE 3.12: SUMMARY OF COMPANY E-BUSINESS CAPACITY AND CAPABILITY 

	
	Yes
	No
	Don’t know

	Generally more capable of using e-business/ICT
	33
	7
	2

	Better aware of the business benefits from e-business/ICT
	30
	8
	2

	More likely to invest more time and money in e-business/ICT related activities
	31
	6
	5

	More willing to use external specialist help for e-business/ICT
	30
	5
	4

	Better able to recruit external specialist e-business/ICT staff
	17
	15
	6

	Likely to continue to use e-business/ICT in the longer-term
	36
	1
	3

	Total responses
	177
	42
	22


Source: Business face-to-face, telephone and online surveys, February 2004.

Future e-business Support

Table 3.13 highlights how respondent companies viewed the future growth prospects for the business.  It is encouraging to note that a significant proportion (over 80%) of local businesses felt that the outlook was excellent to good.

	TABLE 3.13: FUTURE Growth prospects for business 

	
	Excellent
	Good
	Average
	Poor
	Very Poor
	N/A

	Responses
	10
	17
	5
	1
	0
	0

	Percentage
	30.3%
	51.5%
	15.2%
	3.0%
	0.0%
	0.0%


Source: Business face-to-face and telephone interviews, February 2004.

In particular, companies were asked to assess how the market for their product/service was growing and of the 20 responses to this question, 30% indicated that the market was growing and 40% highlighted a strong level of growth.

Table 3.14 indicates that a high proportion of respondent businesses (76%) will require additional support with respect to ongoing e-business adoption and development. 

	TABLE 3.14: FUTURE INTEREST IN ACCESSING e-business SUPPORT

	
	No.
	%

	Will require additional support
	40
	75.5

	Will require less support
	3
	5.7

	Will not require any support
	6
	11.3

	Don't know
	4
	7.5

	Total responses
	53
	100.0


Source: Business face-to-face, telephone and online surveys, February 2004.

Table 3.15 identifies the key areas where companies are most likely to require continued assistance.  If the not appropriate responses are excluded for each element of support, the vast majority of assistance and advice at a significant to very significant degree will be in relation to accessing funding (73%) and knowledge of technical issues (67%).  In particular, companies would approach SEDG in the first instance with regard to potential future funding and their e-Provider for advice on specific technical issues.  

	TABLE 3.15: e-business SUPPORT/ADVICE (multiple responses)

	Level of assistance
	Very

Significant
	Significant
	Some
	Ad hoc
	None
	N/A
	Total responses excluding N/A

	General e-business/ICT skills in company
	7
	8
	6
	4
	3
	6
	28

	Management capacity/competency
	2
	6
	13
	3
	1
	6
	25

	Accessing funding
	20
	9
	8
	1
	2
	3
	40

	Knowledge of technical issues
	11
	9
	7
	2
	1
	6
	30

	Finding suitable suppliers (price and quality)
	3
	9
	4
	6
	4
	8
	26

	Identifying and accessing new/emerging technologies 
	13
	10
	5
	4
	4
	3
	36

	Accessing skilled/e-literate labour from external labour market
	3
	2
	4
	2
	4
	15
	15

	Other
	1
	0
	1
	0
	0
	2
	2


Source: Business face-to-face, telephone and online surveys, February 2004.

Other includes general business development support and e-business training.

Financial resources for further investment in e-business tools (69%), accessing new technologies such as broadband (66%) and the availability of working capital (64%) are the key future significant/very significant business growth constraints highlighted by respondent companies (excluding areas which were not appropriate to score) as detailed in Table 3.16.  Given the small nature of the businesses located in Dumfries and Galloway, it is not surprising that the ability to finance the ongoing development and upgrading of e-business facilities (such as hardware and software) continues to be a very significant issue.  For companies to reach outwith the region and conduct more trading online with new global customers one of the principal constraints was exchange rate fluctuations, particularly when dealing with the North American market.  

	TABLE 3.16: future e-business constraints to business growth 

(multiple responses)

	Level of assistance
	Very

Significant
	Significant
	Some
	Ad hoc
	None
	N/A
	Total responses excluding N/A

	Financial resources for further e-business/ICT investment
	14
	10
	6
	2
	3
	7
	35

	Working capital to support e-adoption facilities
	7
	9
	5
	4
	0
	14
	25

	e-capability of the management team (if appropriate)
	4
	4
	6
	5
	2
	18
	21

	Availability of local e-skilled labour pool
	3
	1
	3
	4
	3
	23
	14

	Adapting to new technology (i.e. trading online)
	4
	8
	7
	5
	1
	15
	25

	Accessing new technology (I.e. ASP & Broadband) locally
	18
	7
	4
	3
	6
	7
	38

	Accessing new markets
	7
	6
	6
	4
	2
	10
	25

	Other
	7
	0
	0
	0
	0
	1
	7


Source: Business face-to-face, telephone and online surveys, February 2004.

Other includes the fluctuation in exchanges rate particularly when trading online with the US market, office space and the fear of potentially destructive computer viruses.

Table 3.17 reinforces the issues raised in Table 3.16 given that local Dumfries and Galloway businesses recognised the very significant ongoing potential of e-business/ICT facilities to access existing (50%) and new markets and customers (59%).  However, companies also appreciated that there was a general issue of increasing the e-capability of the existing and potential customer base.  

The reduction in operating costs was also viewed (68% of responses) as a ‘significant’ area where e-business activities are expected to contribute in the future.

	TABLE 3.17: future e-business development activities (multiple responses)

	Level of development
	Very

Significant
	Significant
	Some
	Ad hoc
	None
	N/A
	Total responses excluding N/A

	Reduction of lead times of product to end-user
	2
	5
	1
	0
	2
	19
	10

	Reduction in operating costs
	4
	13
	2
	0
	0
	11
	19

	Ease of access to customers in existing markets
	13
	9
	2
	1
	1
	7
	26

	Ability to access new markets and customers
	16
	7
	3
	0
	1
	4
	27

	Other 
	0
	0
	0
	0
	0
	4
	0


Source: Business face-to-face and telephone interviews, February 2004.

3.3.4 Web Forum

With respect to the local supply side, respondent Web Forum members all have the ability to design and set-up a company website presence with integrated marketing and trading online functions.  All members that participated in the online survey have ongoing relationships with local businesses.

sedg e-business initiative

Outlined below are some of the main strengths, weaknesses and improvements highlighted by respondent members with regard to the SEDG’s e-business support provision.  

Strengths: 

· assisting the growth and competitiveness of local business through the e-Business Initiative; and

· ‘pump-priming’ businesses to get them to adopt e-business facilities, rather than leaving to market forces. 

Weaknesses:

· developing a grant-dependent culture does not support sustainable business growth;

· there is a need to manage company expectations to encourage future e-business development and investment.  For instance, there is only so much a relatively small level of grant provision can finance and there is a need to manage what companies expect to achieve, particularly in the shorter-term further to the adoption of initial e-business facilities; and

· the Initiative is effectively fixing the price of website design and development and keeping second-rate e-providers in business.

Improvements: 

· it is suggested that the content and format of application forms is jargon free; and

· the eligibility criteria of e-business support is tightened to ensure that funding goes to companies with a genuine focus on continued e-business development.

web forum development

At the moment 27% of current business sales of respondent businesses represented on the Web Forum are within Dumfries and Galloway, 37% in other parts of Scotland, and the remaining sales split equally between the rest of the UK and outside the UK, 18% respectively.  Although companies still valued their local market they appreciated that this will eventually reach saturation point in the medium to longer-term.  By 2007 Forum members anticipate that their geographical market focus and share will be similar, but they hope to win bigger (therefore fewer) contracts from outwith the region. 
Strengths of Current Web Forum:

· assists local e-suppliers to compete for larger contracts outwith the region;

· mechanism to receive good support from SEDG e-Business Team;

· brings together small IT companies with diverse business skills;
· facilitates business-to-business networks and knowledge sharing;
· allows Forum members to access technical and business training to increase their company’s skills base; 

· provides a mechanism to assist members to source advice from outwith Dumfries and Galloway; and

· provides a forum to promote best practice and minimum standard requirements.

Weaknesses:

· less formalities - more direct action for internal Forum development; and

· too focused on the local market.

Improvements:

· it is suggested that a Web Forum Development Officer is appointed to: 

· market forum members outside Dumfries and Galloway thus attracting higher profile work 

· identify potential projects for members

· identify and source training requirements; and

· more e-Business Advisers with practical e-business experience.

It should be noted that some of these issues detailed above are naturally biased towards the supply-side and in particular the provision of the current services delivered by Web Forum representatives.  It is suggested that these issues are considered by SEDG in relation to the future development of the Web Forum, but they will not be incorporated directly into the recommendations section of this report.

3.3.5 Counterfactual

To assess the relative value of assistance via the e-Business Initiative a sample of businesses were contacted that had approached the local Business Gateway with regard to general business development support, but had not been in receipt of specific e-business financial assistance or advice. 

Despite this, around 60% (four out of seven) respondent businesses were aware of the e-Business Initiative.  Moreover, three of these companies would consider approaching the LEC in future for e-business support and advice, particularly in relation to broadband access and website design and development.  

It is also interesting to note that three companies used e-mail, two have both e-mail and Internet access and one business uses SAGE (accountancy software) as a day-to-day business tool.  

Therefore, it would appear that there are still businesses throughout Dumfries and Galloway that are at the initial stages of e-adoption and will now consider approaching SEDG in future to advance their current e-commerce capability and capacity.

IMPACT EVALUATION 

1.11 INTRODUCTION

With reference to the initial study brief, an impact evaluation was to be one of the key components to assess the level of tangible measurable benefits associated with the support provision to companies through the Scottish Enterprise Dumfries and Galloway e-Business Initiative.  The economic impact assessment was derived from information and data gathered from the evaluation fieldwork programme.  

1.12 ECONOMIC IMPACT MEASURES

1.12.1 Introduction

This section details the impact of the support delivered through the Initiative in terms of gross additional sales and additional employment to net direct additional sales and net additional employment through the application of additionality, displacement, linkages and multiplier effects at the local Dumfries and Galloway and Scottish levels.

1.12.2 Gross Sales and Employment

Table 4.1 outlines the gross level of sales and employment over the period 2001, 2004 and 2007 for all respondent companies.

	TABLE 4.1: GROSS SALES AND EMPLOYMENT OUTCOMES 

	
	2001
	2004
	2007

	Total sales
	46,643,000
	65,614,000
	79,800,000

	No. of respondents 
	26


	28


	27

	Average sales
	1,793,962
	2,343,357
	2,660,000

	No. of FTE jobs
	502
	751
	860.25


Source: Business face-to-face and telephone interviews, February 2004.   

As detailed in Table 4.2 company current sales and employment attributable to participation with the e-Business Initiative was just under £18 million and around 24.5 FTEs respectively.

	TABLE 4.2: ATTRIBUTABLE GROSS SALES AND EMPLOYMENT OUTCOMES 

	
	2004
	2007



	Total sales
	£17,809,620
	£4,050,000

	No. of respondents 
	8
	6

	Average sales
	£2,343,357
	£578,571

	Jobs created (FTEs)
	24.5
	-


Source: Business face-to-face and telephone interviews, February 2004.   

The sample of respondents to the survey accounted for approximately 20% of companies that had received significant levels of assistance via the e-Business Initiative.  A response rate of approximately 30% has been anticipated, however, a rate of 20% is still deemed as sufficient in magnitude to allow for grossing up to provide credible and robust impacts.

Therefore gross attributable sales are assumed to be around £90 million at the local and national levels and gross attributable employment approximately 122.5 FTEs both locally and at the Scottish level.

The detail around the derivation of gross to net impacts (in particular the calculation of additionality and displacement factors) is outlined in Appendix C.  

1.12.3 Net Direct Attributable Sales

Applying additionality and displacement factors to the gross sales identified in Table 4.2 as attributable to e-business support/advice, the estimates of net direct attributable sales
 are outlined in Table 4.3.  

In relative value terms, the generation of almost £18 million in total gross sales was realised by eight respondent businesses further to £50,148 in direct grant assistance.  This equates to an average level of grant support of £6,268.50 per respondent company.  Given that total project costs for these eight businesses equals £111,811 this represents an intervention rate of approximately 45%, almost matched funding. 
	table 4.3: net direct attributable sales

	
	Local
	Scotland

	Gross direct
	£17,809,620
	£17,809,620

	Less non-additional (100%-20% approx. 80%)
	£14,247,696
	£14,247,696

	Gross direct attributable sales
	£3,561,924
	£3,561,924

	Less  displacement 
	£1,068,577
	£1,424,770

	Net Direct Sales further to e-business support
	£2,493,347
	£2,137,154


Source: Business face-to-face and telephone interviews, February 2004.

The value of the net direct sales taking into account additionality and displacement, provides estimates of net direct attributable sales of £2.5 million at the local level and £2.1 million at the national level - the difference is due to slightly higher levels of displacement at the national level.  Grossing up these figures to the significantly assisted e-business population as a whole would suggest an impact of:

· local level – around £12.5 million; and

· national/Scottish  level – around £10.7 million.
1.12.4 Net Attributable Employment

Applying additionality, displacement and linkage and multiplier effects to gross employment as a result of e-business support, as detailed in Table 4.2 provides estimates of net additional employment as shown in Table 4.4.  Details of the linkage and multiplier factors applied are presented in Appendix C.

	table 4.4: net attributable employment

	
	Local
	Scotland

	Gross direct
	24.5
	24.5

	Less non-additional (approx = 80%)
	19.6
	19.6

	Gross direct FTEs
	4.9
	4.9

	Less displacement 
	1.47
	1.96

	Net direct FTEs
	3.4
	2.9

	Plus supplier multiplier (indirect)
	0.5
	0.9

	Net indirect FTEs
	3.9
	3.8

	Plus multiplier (induced)
	0.6
	1.2

	Net attributable (indirect and induced) employment
	4.5
	5.0


Source: Business face-to-face and telephone interviews, February 2004.

Net additional employment is estimated at 4.5 FTEs at the local level and 5.0 FTEs at the national/Scottish level - the difference is due to slightly higher multiplier factors at the national level.

Grossing up these figures to the sample as a whole provides an impact of:

· local level - 22.5 FTEs; and

· national/Scottish  level - 25 FTEs.

1.12.5 Contribution to GDP

The net attributable sales, secured by companies as a result of SEDG e-business support contributes to the Gross Domestic Product (GDP) i.e. wages plus profits.  This was assessed using an average proportion of gross value added to sales of 25%
. 

At the local level, £12.5 million net attributable sales have been secured through the Initiative, giving a £3.1 million contribution to GDP.

At the Scottish level, the net additional sales, secured through e-business support and advice is £10.7 million, giving a £2.7 million contribution to GDP.

VALUE FOR MONEY

The value for money assessment outlines the cost per job calculation and leverage ratios.  These can be used as a guide to assess the effectiveness of public sector spending by SEDG.

4.3.1 Cost per Job

Assessment of cost per job (of the actual public sector spend with respect to e-business activities over the past three financial years) is outlined below at the local and national levels.  As noted in Chapter 2, Table 2.1 the total public sector spend, as outlined in the SEDG management information year-end actual expenditure over the period equals £1,142,564. 

The cost per job calculation considers total public sector spend of SEDG on e-activities through the Initiative. 

COST PER GROSS JOB 

Local and national/Scottish level – cost per gross job

122.5 FTEs from £1,142,564 public sector spend

= £9,327 cost per gross FTE job.

122.5 FTEs from £993,025 public sector spend 

(minus staffing costs of £149,539)

= £8,106 cost per gross FTE job.

COST PER NET JOB

Local level – Cost per net job

22.5 FTEs from £1,142,564 public sector spend

= £50,780 cost per net FTE job at the Dumfries and Galloway level.

22.5 FTEs from £993,025 public sector spend (minus staffing costs)

= £44,134 cost per net FTE job at the Dumfries and Galloway level.

National level – Cost per net job

25 FTEs from £1,142,564 public sector spend

= £45,703 cost per net FTE job at the Scottish level.

25 FTEs from £993,025 public sector spend (minus staffing costs)

= £39,721 cost per net FTE job at the Scottish level.

We have compared e-business cost per net job figures against four recent economic impact evaluations
 completed by EKOS Ltd.  These evaluation studies found cost per net job figures ranging from £6,989 to £16,381 at the local level and £8,295 to £13,780 at the national level.  These cost per net job figures are therefore significantly higher than the norm - however we would have expected this to be the case.  E-business is a fledgling form of business trading rather than a traditional business development mechanism.  

The initial focus has been one of awareness raising and encouraging companies to establish a presence in the wider market place through the establishment of a website, rather than online trading.  As the e-Business Initiative and e-trading embeds into SME business practice we would expect significant increases in sales and employment directly attributable to e-Business Initiative support.  At this stage the costs per net job would be in line with best practice.

Conclusions & RECOMMENDATIONS

1.13 introduction

This chapter draws on the various elements of the work programme to present a brief set of conclusions.  The conclusions are organised around the objectives of the study, which in summary were to provide SEDG with an understanding of:

· the success of the programme in meeting its objectives and targets;

· the number and range of companies who have participated in the Initiative and their views of the Initiative;

· the impact of the programme - quantitative and qualitative;

· how the various elements of the Initiative fit together;

· how the Initiative compares with similar programmes in areas with similar geography; and

· whether there is any divergence between SE targets and objectives and the needs of the region's SMEs.

We present a brief set of recommendations based on the evaluation process that are focused on:

· the future direction and development of the Initiative; and

· performance measures for the on-going monitoring and measurement of the Initiative.

1.14 conclusions

1.14.1 Meeting Objectives & Targets

Objectives

The key objective of the e-Business Initiative has been to increase awareness and usage of ICT and e-business in SMEs.  

It is clear from both the management information and the company survey that this objective has been achieved, although there will be some SMEs in the region who are not fully aware of the potential benefits of ICT/e-business.

The ERDF application highlighted that the activity target for the initiative was to assist 290 businesses - as highlighted in the management information a significantly higher number of companies have been assisted.  This in part reflects the availability of additional funding through the response to FMD, but also the fact that the companies that have come forward have looked for lower levels of support - principally to establish a presence in the wide market place through establishing a web site.  Such web site provision has allowed more companies to benefit from the wide array of e-business support.

Targets

The Initiative has met six of the eight targets outlined in the KMIS reporting:

· e-business process assists


131% of target;

· business assists



 83% of target;

· businesses attending events


138% of target;

· jobs safeguarded



100% of target;

· online marketing or trading online

 52% of target;

· re-engineering business


100% of target;

· e-business development


132% of target; and

· number of businesses attending events
287% of target.

1.14.2 Participating Companies

In excess of 1,200 companies have participated in the Initiative - the range and nature of their involvement has varied - from receiving the facts sheets, through to attending workshops and receiving one-to-one support from the SEDG business adviser/external expert.

The sample of companies that participated in the evaluation process highlights the wide range of sectors that have participated in the survey.  This is shown in Table 5.1.

	Table 5.1: nature of business activity OF SAMPLE

	
	Number
	%

	Agriculture
	5
	7.6

	Forestry
	1
	1.5

	Fishing
	0
	0.0

	Energy & water
	0
	0.0

	Tourism
	17
	25.8

	Food & drink
	7
	10.6

	Manufacturing
	1
	1.5

	Construction
	1
	1.5

	Transport & communication
	2
	3.0

	Craft & related
	3
	4.5

	Creative industries
	3
	4.5

	Financial services 
	3
	4.5

	Personal services
	3
	4.5

	Other services
	6
	9.1

	Other 
	14
	21.2

	Total responses
	66
	100.0


Source: Business face-to-face, telephone and online surveys, February 2004.

Note: numbers may not add to 100% due to rounding.

The rating companies gave to the services and support offered through the Initiative support was rated highly.  The level of grant received and the one-to-one consultations with technical and e-business development experts were scored as “excellent” by 48% and 46% of respondents respectively.  

The Initiative, although universally available, had been taken up by medium/high impact companies and this was seen by those consulted as delivering economic benefits to the region.

1.14.3 Impact of the Programme

The value of the net direct sales, taking into account additionality and displacement, is estimated at £2.5 million at the local level and £2.1 million at the national level - the difference is due to slightly higher levels of displacement at the national level - for those companies that participated in the evaluation process.  Grossing up these figures to the significantly assisted e-business population as a whole would suggest an impact of:

· local level – around £12.5 million; and

· national/Scottish  level – around £10.7 million.
Net additional employment for those companies that participated in the evaluation process is estimated at 4.5 FTEs at the local level and 5.0 FTEs at the national/Scottish level - the difference is due to slightly higher multiplier factors at the national level.  Grossing up these figures to the sample as a whole provides an impact of:

· local level - 22.5 FTEs; and

· national/Scottish level - 25 FTEs.

To measure the qualitative impact of the Initiative a business change model was implemented which demonstrated that:

· all companies that had received relatively significant levels of support were aware of the SEDG e-Business Initiative and in general did so through a mix of direct contact from and with SEDG and in particular the local Business Gateway;

· overall there appeared to be a clear understanding that the Initiative was to assist local business to grow and increase their level of national/international competitiveness through the use of e-related business tools;

· respondents strongly agreed/agreed that the assistance via the e-Business Initiative met their needs at the time.  Indeed, for many businesses the support provided that initial step on the e-adoption ladder;  

· one in three respondent businesses knew what they wanted to achieve through the adoption of e-business/ICT facilities, but lacked the technical knowledge and expertise to undertake such development;

· approximately 40% of companies interviewed reported that e-business had changed their behaviour particularly in relation to the potential business benefits; and

· around 90% of respondent businesses have very good ongoing relationships with local e-Business Providers but at present there is very limited business-to-business relationship building throughout the region and beyond.

1.14.4 How the Various Elements of the Initiative Fit Together

The Initiative provides a range of services:

· information provision and sign-posting;

· grants to SMEs;

· delivery of seminars and workshops;

· one-to-one consultations to assist in needs identification and potential of ICT and e-business; and

· supplier development.

The focus is to offer support to companies at whichever stage they are at on the e-business ladder - from initial awareness raising through to assistance aimed at assisting companies to trade on-line - and to provide a clear progression route.  The various elements of the Initiative do therefore fit together well.  

1.14.5 How Initiative Compares With Similar Programmes

The SEDG e-Business Initiative reflects many of the good practice issues identified in the best practice review.  These include:

· framework policies- the Dumfries and Galloway Web Forum provides an ideal mechanism of the exchange of good practice with regard to e-business knowledge, expertise and development.  As well as mirroring the e-business awareness raising requirements of UK Online for Business, the current Web Forum also resembles the Greek e-business discussion forum;

· business awareness and training policies – the SEDG Initiative provides generic e-business awareness and training via the local Business Gateway and ‘hands-on’ advice and support to companies that wish to advance further up the e-adoption ladder in terms of transacting and trading online; and

· SME support networks and helping SMEs participate in Internet platforms - there is a focus within the Initiative for moving local companies up the e-adoption ladder.  

1.14.6 Needs of the Region's SMEs
The Initiative has been structured such that it has an offering to businesses at whichever stage they are at and is therefore well able to meet the needs of the region's SMEs as it is currently configured.  The nature of the targets as outlined in the KMIS reports have shown that the focus of the Initiative has shifted in response to the needs of the region's SMEs; the initial targets were focused on awareness raising, whereas later targets focused on e-business activities, such as online trading.

Recommendations

1.14.7 Future Direction and Development of the Initiative

The general consensus from the evidence in this evaluation report was that the SEDG e-Business Initiative is addressing a gap in the market to provide entry level e-business solutions with a particular focus on website design and development for local small to micro businesses.  Therefore further to the subsequent conclusions presented in Section 5.2 above, the following recommendations are suggested for consideration and implementation with respect to the future delivery and development of the SEDG e-Business Initiative:

· further adoption of online trading – the e-Business Initiative in future should move away from general awareness raising with SMEs based in Dumfries and Galloway and focus more on assisting companies to progress further up the e-adoption ladder with regard to online trading;

· ongoing training – it is recommended that SEDG continues to assist companies with regard to their ongoing e-business training and development requirements.  In particular, such support and advice activities should be channelled to SMEs that have a clear strategic vision to embed more advanced e-business technologies, as appropriate, to enable companies to fully transact and trade online.  The Finnish eAskel project good practice model should be considered here;

· market segmentation of service delivery– it is appreciated that e-business awareness raising and support for initial adoption of e-business/ICT facilities should be delivered through the local Business Gateway.  However, it is recommended that the more advanced e-business support is delivered by SEDG e-Business Advisers and/or local e-Providers in a bespoke manner with client/account managed companies where online trading is anticipated to achieve medium to high-level impacts.  It is also recognised that e-business development is a discrete area of assistance within a portfolio of offerings, such as more generic business development, marketing and product development;

· SME support networks – as identified under the good practice review, it is recommended that there is an opportunity for e-business suppliers to work in partnership with SEDG to foster e-commerce capacity-building, as undertaken for the Irish PRISM II Initiative; and

· pilot schemes for Internet platforms – it is suggested that pilot schemes could be delivered as specific training events or facilitated via the local Business Gateway on a standalone PC to encourage local companies to test more advantaged e-business support packages, such as new software prior to purchase, as demonstrated by the French Achat-ville project.

1.14.8 Performance Measures

Outlined below is a menu of performance indicators that could be applied, along with existing measures under KMIS, to the SEDG e-Business Initiative.  It is assumed that future assistance should be aimed at improving SME performance (i.e. growth and competitiveness) through:

· encouraging the uptake of more efficient and effective use of e-business with a particular focus on fully integrated online marketing and transacting; and 

· continually upskilling the expertise of existing employees.

Table 5.2 identifies specific activities, outputs (in-year) and impacts for the ongoing monitoring of the e-Business Initiative.

	Table 5.2: performance measures

	Activities

	No. of e-business assists

	No. of employees provided with e-business training

	Outputs in-year

	No. of organisations expanding their use of e-Business (Phase 1):

· e-enabled and making increased use of e-commerce technology

	No. of organisations expanding their use of e-Business ( Phase 2): 

· marketing and trading online

· making online sales to new customers in existing markets

· making online sales to new customers in new markets

· introducing new products/services due to online trading

· no. of collaborative/joint ventures generated through online trading

	Impacts

	Gross and net additional jobs (FTEs) safeguarded

	Gross and net additional jobs created

	Gross and net additional value added safeguarded

	Gross and net additional value added generated


APPENDICES

APPENDIX A: SALES 


With regard to the sales data outlined in Tables A1 to A2 below the majority of respondent companies did not provide an exact figure, but all those who responded did indicate an appropriate range as detailed in the tables.  Therefore, for the purpose of the economic impact assessment in Chapter 4 the mid-point of each range was taken to provide an indicative impact further to SEDG e-business intervention.  Where responses identify a level of sales over £1 million or £3 million, unless exact sales were disclosed, £1 million and £3 million were taken as indicative figures.

Table A1 shows the prior, current and anticipated level of total sales for respondent businesses within Dumfries and Galloway.  Only data from the face-to-face and telephone surveys have been included as it was only during such conversations that businesses were asked to attribute the level of sales of total sales realised through e-business activities. 

Using the mid-point analysis, the total level of current sales is approximately £66 million.  The level of sales prior to involvement with the e-Business Initiative was almost £19 million lower than current sales.  However, it should be noted that sales levels may have increased since participation via the Initiative but not necessary as a direct result of e-adoption facilities.  Anticipated sales are estimated to be around £80 million.
	table A1: level of sales (£) 

	
	Sales prior to e-Business Initiative
	Current sales
	Anticipated sales by 2007

	
	No. responses
	Total sales
	No. responses
	Total sales
	No. responses
	Total sales

	Exact sales 
	6
	37,693,000
	8
	53,264,000
	4
	55,800,000

	< £50k
	9
	225,000
	6
	150,000
	5
	125,000

	£50k-£150k
	2
	200,000
	3
	300,000
	3
	300,000

	£151k-£250k
	2
	400,000
	2
	400,000
	1
	200,000

	£251k-£500k
	1
	375,000
	2
	750,000
	3
	1,125,000

	£501k-£1m
	1
	750,000
	1
	750,000
	3
	2,250,000

	£1m+
	4
	4,000,000
	4
	4,000,000
	2
	2,000,000

	£3m+
	1
	3,000,000
	2
	6,000,000
	6
	18,000,000

	Total 
	26
	£46,643,000
	28
	£65,614,000
	27
	£79,800,000


Source: Business face-to-face and telephone interviews, February 2004.

Table A2 identifies that eight respondent businesses were able to directly attribute around £18 million of sales further to participation with the SEDG e-Business Initiative.  Mid-point analysis has been used, as appropriate.

	table A2: current sales attributable to e-business initiative (£) 

	Proportion of Sales (8 responses)
	Total attributable sales

	5% of £1 million
	50,000

	100% within £50k-£150k range
	100,000

	33% of £14,000
	4,620

	14% of £14.5 million
	2,000,000

	5% of £3 million
	150,000

	100% - exact figure of £500,000
	500,000

	100% - exact figure of £15,000,000
	15,000,000

	5% within £50k-£150k range
	5,000

	Total 
	£17,809,620


Source: Business face-to-face and interviews, February 2004.
APPENDIX B: EMPLOYMENT

Table B1 shows the type of employment created as a direct result of support through the Initiative. 
	TABLE B1: TYPE OF EMPLOYMENT CREATED AS A DIRECT RESULT OF E-BUSINESS SUPPORT 

	
	Full-time
	Part-time

	Professional
	1
	0

	Managers/Senior Executives
	0
	0

	Technical
	3
	1

	Clerical
	6
	0

	Craft & related
	0
	0

	Personal services
	0
	0

	Financial services
	0
	0

	Sales
	1
	0

	Other occupations 
	13
	0

	Total jobs
	24
	1


Source: Business face-to-face and telephone interviews, February 2004.

Other occupations include bus drivers and IT-related jobs.

Table B2 shows the average salary for the additional staff as a direct result of the e-business support and advice, where no salary is reported to be above £25,000.

	TABLE B2: AVERAGE SALARY 

	
	No.

%

	Less than £10k
	2

	£10-£15k
	0

	£15-£20k
	11

	£20-£25k
	12

	£25-£30k
	0

	£30-£35k
	0

	£35-£40k
	0

	£40-£45k
	0

	£45-£50k
	0

	More than £50k
	0

	Total jobs
	25


Source: Business face-to-face and telephone interviews, February 2004.

APPENDIX C: DERIVATION OF NET IMPACTS

ADDITIONALITY

Non-additionality is traditionally understood to be the proportion of gross direct sales/jobs impacts that would have been expected to occur even if the company had not been a beneficiary of e-Business Initiative support.  It was assessed by asking questions regarding the influence of the e-business advice and support on:

· the generation of sales and employment which would have occurred in the absence of e-business support;

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

· timing of any reported changes in the absence of e-business 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 sales or employment outputs would have occurred, in the absence of e-Business Initiative support.

Where there was no evidence of absolute additionality we made allowance for:

· time additionality: where e-business 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;

· scale additionality: where e-business support had a positive influence on the degree of online facilities adopted; and

· quality additionality: where Initiative support meant that higher quality hardware and software products could be purchased than otherwise.  

The data presented in Table C1 provides an estimate of the additionality of the assistance received by companies within Dumfries and Galloway with a specific interest in e-business development.  From the evidence outlined below it is clear that the support, and other appropriate assistance through the Initiative was perceived as additional (although not fully) in terms of time, scale and quality.  Therefore although 43% of respondent companies reported that the project would go ahead, it would do so later with some reduction in scale and/or quality.  

Absolute additionality was evident for only two respondents who would not have adopted e-business facilities if it had not been for the support delivered through the SEDG e-Business Initiative.

	TABLE C1: additionality further to e-business support (multiple responses)

	
	No.
	%

	Would have done it anyway
	27
	43

	Would have done it later
	18
	29

	Would have done it on a smaller scale
	9
	14

	Would have done it at a lower quality
	7
	11

	Would not have done anything
	2
	3

	Total responses
	63
	100


Source: Business face-to-face and telephone interviews, February 2004.

Most companies gave more than one response therefore total responses are higher than the total number of surveys.

Based on the responses outlined in Table C1:

· 2 respondents reported absolute additionality; 

· 34 respondents reported time, scale or quality additionality; and

· although 27 respondents reported no additionality this was often qualified by instances of partial additionality particularly in relation to time i.e. support enabled the project to happen now rather than 6 months to two years later (generally projects brought forward by around 2 years).

Given the above results we have assumed that a 20% additionality factor is appropriate with respect to SEDG assistance via the e-Business Initiative.

DISPLACEMENT

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

· location of main business sales; and

· location of main competitors.

business sales

Table C2 shows business sales by geography for the participating companies.  Currently 13 out of 20 respondents have a predominantly local business sales base (60% plus) with the rest of the UK being another important market for business sales. 

	table C2: business sales (multiple responses)

	
	Above 80%
	60% to 80%
	50% to 59%
	30% to 49%
	10% to 29%
	Below 10%
	Total

	
	‘04
	‘07
	‘04
	‘07
	‘04
	‘07
	‘04
	‘07
	‘04
	‘07
	‘04
	‘07
	‘04
	‘07

	Within Dumfries and Galloway
	7
	4
	6
	6
	0
	1
	2
	0
	4
	4
	1
	1
	20
	16

	Other Southern Scotland
	0
	0
	1
	1
	0
	0
	1
	2
	6
	3
	2
	3
	10
	9

	Other Scotland
	0
	0
	0
	0
	1
	0
	1
	5
	5
	4
	4
	4
	11
	13

	Scotland as a whole
	0
	0
	1
	0
	2
	3
	0
	0
	1
	0
	0
	0
	4
	3

	North of England
	0
	0
	0
	0
	0
	0
	0
	0
	0
	1
	2
	0
	2
	1

	Rest of UK
	2
	1
	2
	1
	3
	4
	3
	3
	6
	6
	2
	2
	18
	17

	Outside UK
	1
	1
	0
	0
	0
	0
	0
	0
	3
	3
	5
	2
	9
	6

	Total responses
	10
	6
	10
	8
	6
	8
	7
	10
	25
	21
	16
	12
	74
	65


Source: Company face-to-face and telephone interviews, February 2004.

Most companies gave more than one response therefore total responses are higher than the total number of surveys.

competitors

Displacement was assessed according to the following factors:

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

· medium displacement: where the company had limited Scottish competition and operated in a growing market.  We assumed a displacement range of 40%-60%; and

· low displacement:  where the company sales were mainly outwith the Scottish market with only a few Scottish based competitors and their market is growing.  We assumed a displacement range of 10%-30%.

Tables C3 shows where main competitors are currently based for respondents businesses with the associated ranges indicated above.  Table C4 provides a more detailed breakdown of the current and anticipated competition for companies located within Dumfries and Galloway. 

	TABLE C3: Current location of main competitors (multiple responses)

	
	70% to 90%
	40% to 60%
	10% to 30%
	Total

	
	No.
	*% of total
	No.
	*% of total
	No.
	*% of total
	No.
	*% of total

	Within Dumfries and Galloway
	1
	9.1
	2
	18.2
	2
	18.2
	5
	45.5

	Other Southern Scotland
	1
	33.3
	1
	33.3
	1
	33.3
	3
	100

	Other Scotland
	1
	14.3
	2
	28.6
	3
	42.9
	6
	85.7

	Scotland as a whole
	0
	0.0
	0
	0.0
	0
	0.0
	0
	0.0

	North of England
	0
	0.0
	0
	0.0
	0
	0.0
	0
	0.0

	Rest of UK
	0
	0.0
	3
	33.3
	3
	33.3
	6
	66.7

	Outside UK
	0
	0.0
	0
	0.0
	1
	50.0
	1
	50.0


Source: Company face-to-face and telephone interviews, February 2004.

Most companies gave more than one response therefore total responses are higher than the total number of surveys.

* This percentage figure relates to the proportion of responses within the displacement ranges identified of the total number of responses presented in Table C4 below.

	table C4: location of main competitors (multiple responses)

	
	Above 80%
	60% to 80%
	50% to 59%
	30% to 49%
	10% to 29%
	Below 10%
	Total

	Within Dumfries and Galloway
	6
	1
	1
	1
	2
	0
	11

	Other Southern Scotland
	0
	1
	0
	1
	1
	0
	3

	Other Scotland
	1
	1
	1
	2
	2
	0
	7

	Scotland as a whole
	0
	0
	0
	0
	0
	0
	0

	North of England
	0
	0
	0
	0
	0
	0
	0

	Rest of UK
	2
	0
	3
	1
	2
	1
	9

	Outside UK
	1
	0
	0
	0
	1
	0
	2

	Total responses
	10
	3
	5
	5
	8
	1
	32


Source: Company face-to-face and telephone surveys, February 2004

Most companies gave more than one response therefore total responses are higher than the total number of surveys.

Therefore further to the evidence outlined in Table C3 for the purpose of this economic impact assessment we assumed a displacement factor of approximately 30% at the local level and 40% at the Scottish level.

LINKAGES AND MULTIPLIER EFFECTS
Linkages refer to the indirect employment impact generated by the purchase of goods and services by businesses in receipt of support through the e-Business Initiative.  Multiplier effects refer to the induced employment generated by the consumption expenditures of those directly and indirectly employed by these businesses.  In line with Scottish Enterprise Network guidance we assumed these to be:

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

· 1.30 for both linkages and multiplier effects at the Scottish level.
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� Two businesses had changed in ownership post assistance and the new staff was not able to answer many of the in-depth questions with regard to e-business advice and support.


� We can only calculate sales to net direct additional sales as, unlike jobs, multipliers are not available for sales.


� This percentage was derived from assuming an average wage of £16,000 for the Dumfries and Galloway economy and a profit margin of 5% of gross attributable sales.  That is 5% of £17,809,620 = £890,481 plus £16,000 = £906,481 multiplied by 5 = £4,532,405 which is 25% of gross attributable sales. 


� Evaluations completed by EKOS Ltd over the period 2001 to 2003 and selected at random
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