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Executive Summary

Evaluation aims and approach

The aim of this study is to evaluate the impact and effectiveness of activities delivered by the Scottish Enterprise Textiles Team over the period from 2006/7 to 2008/9. At the heart of the evaluation has been a survey of 120 businesses in the textiles industry in Scotland. Half of these businesses have engaged with the activities delivered by the Textiles Team during the past three years, and the other half have not. The purpose of this matched sample approach was to compare businesses trends and performance between the ‘supported’ and ‘unsupported’ companies, in order to isolate the impact of the Team. The evaluation has also involved a review of background documentation, consultation with the Textiles Team, and consultation with key industry stakeholders.

The Scottish Enterprise Textiles Team

The aim of the Scottish Enterprise Textiles Team is to ‘assist the sustainable development of the Scottish Textiles Industry, and enhance the growth of a dynamic, flexible, market led and internationally competitive industry’. The role of the Textiles Team is not to provide one-to-one business support, but instead to provide generic support to the industry through workshops, conferences, industry foresight research, and industry profile raising. 

The Textiles Team employs six members of staff, including one based at SDI to support the industry’s internationalisation objectives. Over the three year period from 2006/7, the Textiles Team received around £1.7m from the SE budget allocation, matched with £432,000 from SDI.

Context

The past 10-12 years have seen significant restructuring with Scotland’s textiles industry. Between 1998-2008, employment in the sector fell from 31,000 to around 10,000, while the number of textiles industry workplaces declined from 1,090 to 652 over the same period. These declines have been noticeably more marked than for Scottish manufacturing industry as a whole, and as a result, textiles industry output fell from 5.6% of manufacturing output in 1998 to 3.5% by 2004.
These trends have been driven by increasing competition from overseas markets, combined with a number of challenges specific to the industry in Scotland. These include: traditionally low levels of investment in research and development, issues associated with the small scale and limited ambition of elements of the industry; supply-chain weaknesses, and low level wages which impact productivity. Nonetheless, the industry in Scotland is also seen to have some particular strengths, notably in terms of quality and tradition. It also has strengths in some higher value sub-sectors, particularly fashion and interior design, and technical textiles. 
More generally, the Textiles Industry in Scotland continues to adapt to the ‘new paradigm’ in manufacturing – greater variety, continuous innovation, and more responsive to consumer demands and trends. The recession has been hard for the industry, especially for those reliant on US and Japanese export markets, and a majority of firms have either made redundancies or gone onto short-time working at some point. Anecdotally there are now signs of an emergence from the recession, but this is providing a new challenge for companies, as they struggle to meet increasing demand with a reduced skills base.

Company characteristics and trends

In employment terms the past three years have seen a period of consolidation rather than growth, with average business size remaining fairly constant. Turnover growth has been moderate. This may suggest that the major pattern of industry decline described above may now have past its worst, and that the industry is stabilising to an extent.

Aggregating the results to industry level (assumed to be 647 businesses) indicates that the industry consists of around 9,000 employees, and that total business turnover is around £500m. These businesses account for around £261m GVA per annum to Scotland’s economy. These results suggest that the textiles sector is somewhat smaller in turnover and employment terms than ABI data would suggest (which indicated that the 647 textiles business employed 10,000 people and generated turnover of £757m). This in turn suggests that our survey may have excluded 1-2 larger than average businesses which has had the effect of bringing down our estimate of industry employment and turnover.
Key challenges most often cited by the industry related to the recession and general downturn in demand, difficulties in accessing finance, the risk of suppliers going into administration, and increases in energy and raw materials costs.
There are marked differences between supported and unsupported companies in terms of characteristics. Group 1 (supported) companies tend to be larger in employment and turnover terms, invest more in R&D, and export more than Group 2 (unsupported) companies. Supported businesses are also more likely to have experienced employment, turnover and profit growth over the past 3 years, and are more likely to forecast future growth over the next three years. 

Satisfaction with the Textiles Team
Among Group 1 businesses, levels of satisfaction with the activities and support offered by the Textiles Team are generally high, with two thirds of businesses either satisfied or very satisfied with the support received, and only nine businesses unsatisfied. Feedback indicates that businesses value the networking opportunities and industry information that the Team gives them access to. There is however evidence of some uncertainty as to what activities businesses have been involved in and how useful those activities have been. The large majority, 51 out of 60 businesses, expect that they will continue to use the services of the Team in the future.

Awareness of the Textiles Team is relatively high among unsupported businesses, with over half aware of some kind of Team activity. However, a lack of knowledge about the detail of the services offered is a key reason why Group 2 businesses have tended not to engage. Time constraints are also important. Almost half of the unsupported businesses think they are likely to use the services of the Team in the future, indicating a relatively high level of interest that could be capitalised on. 

The Textiles Team is viewed as being highly proficient by industry stakeholders. The individuals in the Team are seen as enthusiastic, proactive and responsive. One stakeholder mentioned that the Team ‘put their heart and soul into it’; while another said that she ‘could not speak highly enough of them’.

Qualitative impact of the Textiles Team

The Textiles Team has had a number of qualitative impacts on businesses. Most commonly, these include ‘having a global perspective in relation to trading and knowledge’ and ‘having a better general understanding of the industry’. The fact that these responses were the most commonly cited is perhaps not surprising given the emphasis of the Textiles Team on promoting understanding of industry trends, and widening awareness of and access to overseas markets. . In addition, a significant number of businesses indicated that the Textiles Team had helped them to make cost savings (19 responses), enter new domestic markets (17 responses), enter new export markets (15 responses), and helped them to increase export sales (13 responses).
Quantitative impact of the Textiles Team

In terms of impact on business performance, 8 out of 60 businesses said that the Textiles Team had had an impact on their employment. 18 out of 60 businesses (almost one third) said that the Textiles Team had had an impact on turnover. 
As part of the evaluation, businesses were asked to specify the magnitude of these impacts. When the results are ‘grossed-up’ to account for all businesses that have been supported by the Textiles Team, looking at both achieved and forecast impacts, with allowance made for persistence, then to 2016 the achieved and estimated net additional impacts are to increase turnover by £60 million, GVA by £19 million and create 67 jobs. The impact ratio (net GVA created per £1 of SE spend) is 7:1. The cost of job creation was high at £41,000.  Given the nature of the support provided (largely focussed on ‘one-to-many’ events rather than one-to-one support and funding) these impacts are relatively significant. This is even more commendable when it is it is remembered that these results have been achieved against a backdrop of declining employment and output across the industry.
Assessing the impacts of different products or activity types is complicated for several reasons, including the diversity of products offered and uncertainty among businesses about which products they have accessed  and when. Having said this, it is clear that businesses have valued access to industry trend information, whether this has been through trend presentations, trend library, or textiles lab; although it is often difficult for businesses to trace the impact of these interventions through to quantitative impacts on employment and turnover. Participation at showcase overseas events tends to generate more significant levels of economic impact, although the number of companies benefiting is relatively few.

Strategic added value
The Textiles Team provides significant Strategic Added Value to the industry. The Team has been described as the ‘glue’ which holds the industry together; and has over the recent years provided the impetus for the creation of the Scottish Textiles brand, and the creation of the Scottish Textiles Academic Group. The Team, in conjunction with the Forum, plays an important lobbying role, which recently was instrumental in securing Government funding for apprenticeships, and which is now taking forward discussions on skills with SDS. But perhaps the Team’s most valued role is in disseminating industry information and trends and providing a market foresighting role. This role is valued by industry and government stakeholders alike – and for industry, the benefits of this activity are largely seen to be distinct from the services received from other forms of support such as SE Account Management or SMAS.

Market Failure

The 2006 Board Approval Paper set out the rationale for the Textiles Team at the time, and identified four key market failures to address: low investment in R&D, low level wages and salaries which impact on productivity and growth, weaknesses in the supply chain, and issues associated with the small scale and limited ambition of the industry’s SMEs. 

These issues are being overcome to an extent – R&D investment is increasing across the industry, and a higher proportion of the industry is employed in high value occupations. However, the industry remains highly fragmented. While there are signs that productivity is increasing, as average business size decreases, fewer and fewer firms have the capacity to invest time or resources in understanding industry trends, exploring opportunities to implement new technologies or diversify into new markets, or forming collaborative ventures with other businesses or research organisations. Furthermore, at a time when the industry as a whole faces a number of critical issues - relating in particular to its image within and outside Scotland, and the urgent need to address skills shortages – there is an important role to play in providing a leadership and coordination role for the industry to make itself heard. 

Conclusions

This evaluation has demonstrated that the Textiles Team plays a respected and valued role at the heart of the industry. The market failures that were identified at the start of the 2006/7 – 2008/9 period remain prevalent – the sector continues to make the transition to a high value, niche industry, and is constrained in doing so because of the scale of the industry, its diverse and dispersed nature, and the ambition of some of its traditional businesses. There continues to be therefore a clear role for the Textiles Team going forward, specifically around addressing industry wide issues that limit the sector’s long term growth prospects. 

There is evidence that the Scottish textiles industry is moving up the value chain. Compared to the previous textiles survey in 2007, this research has found that Textiles establishments are on average investing more in R&D. There has also been an increase in the proportion of industry employees categorised as being in ‘high value employment’. Furthermore, there is evidence that the industry is becoming more internationally focussed, with official Government data showing evidence of an increase in the proportion of textiles output that is exported. 

Businesses that have been ‘supported’ by the Textiles Team in the past three years are more likely to have grown in employment, turnover and profit terms during the past three years, and are more likely to forecast growth in coming years. Whilst evidence suggests that this is a consequence of the type of businesses participating in activity – rather than a result of the support itself – a key challenge for the Team will be to broaden the portfolio of businesses who participate in their activities. 

Recommendations
The performance of the Team to-date has been well received, and the recommendations focus on marginal changes rather than fundamental refocusing. The recommendations, in summary form, are:
· Recommendation 1: Developing an indicator framework. 
· Recommendation 2: Improved client management systems and monitoring of activity uptake. 

· Recommendation 3: Broadening the engagement profile. 
· Recommendation 4: Continuing to support the transition to a high-value industry. 
· Recommendation 5: Clarifying the link and complementarity with Account Management. 

· Recommendation 6: Promoting the skills agenda. 
· Recommendation 7: Promoting industry image. 

1 Introduction

1.1 GEN was appointed in September 2009 to evaluate the interventions of the Scottish Enterprise Textiles Team. This is a draft report of the study findings. 

1.2 The evaluation has two main objectives:

· To identify the impact of Scottish Enterprise’s interventions with the Scottish textiles industry over the last 3 years;

· To explore how support for the textiles sector (on an industry and an individual company basis) should be delivered in the future.

Approach

1.3 Our approach to the evaluation has involved:

· A review of relevant background documentation, including the original Board approval paper, and monitoring and spend information;

· A review of relevant policy documentation;

· Consultation with the Textile’s team. These consultations focussed on exploring how Textiles Team activity has evolved and why, the rationale for and relative effectiveness of different strands of Team activity, and priorities for Team activity in the future;

· Consultation with key industry stakeholders, including members of the Industry Forum. These consultations focussed on textiles industry trends, the drivers of those trends, and implications for the way in which support is delivered to the sector. A list of stakeholders is provided in Annex A.

· A telephone survey of 120 businesses in the Scottish textiles industry. Half of the businesses interviewed had received some form of support from the Textiles Team during the past three years, while the other half had not received any support from the Textiles Team. The reason for this ‘paired’ approach was to investigate how business trends had differed between the supported (Group 1) and unsupported (Group 2) businesses in order to understand the impact of the Textiles Team. The survey asked businesses about trends in business performance, the factors underpinning recent and anticipated future performance, satisfaction with support from the Textiles Team (where received), and impacts of that support on businesses performance; and reasons for not using Textiles Team support among Group 2 businesses. The business survey was designed by GEN in collaboration with Scottish Enterprise, while the telephone interviews with businesses were undertaken by Research Resource.

· Following completion of the business survey, a series of follow-up interviews was undertaken with ten businesses who had taken part in the survey. These interviews were designed to investigate a number of particular issues around the impacts of support in further detail.

Report structure

1.4 The remainder of the report is structured as follows:

1.5 Section 2 establishes the study context, including the aims, rationale and structure of the Textiles Team, and the nature of the evolving policy context.

1.6 Section 3 draws on the results of the business telephone survey to present key industry trends in employment, turnover and investment – both in relation to the past 3 years, and anticipated trends in the future.

1.7 Section 4 draws on the results of the business survey to describe the nature of businesses involvement with the Textiles Team – including their motivations for involvement, overall satisfaction levels, and suggestions for improvement – and the reasons for non-involvement among unsupported businesses.

1.8 Section 5 draws on the results of the business survey to assess the impacts (both qualitative and quantitative) of the textiles team on participating businesses.

1.9 Section 6 draws on the results of the stakeholder consultations to describe the Strategic Added Value of the Textiles Team, as well as the contribution that the Team makes to the equalities agenda.

1.10 Section 7 concludes and makes recommendations for the future. 
1.11 Throughout sections 3-6 of the report, a series of boxed case-studies are presented. These case-studies, which were the result of the follow-up interviews with businesses, are designed to provide further context about the type of support offered by the Textiles Team, and to examine in further detail how Textiles Team activity generates impacts for the businesses involved. 
2 Context

2.1 Scottish Enterprise established a Textiles Team in 2001. This evaluation covers the most recent three year period of the operation of the Textiles Team, from 2006/7 to 2009/10. 

Aims and Rationale

2.2 The aim and rationale for the Textiles Team were set out in the April 2006 Scottish Enterprise Board Paper. This sets out the aim as being to ‘assist the sustainable development of the Scottish Textiles industry, and enhance the growth of a dynamic, flexible, market led and internationally competitive industry’. 

2.3 The Board Paper notes that the textiles sector is an important contributor to Scotland’s economy, with over 500 companies employing 22,000 people. The sector is a particularly important contributor to the economies of the Borders, Tayside, East Ayrshire and Clackmannanshire. 

2.4 However, the Board Approval Paper also notes that the industry is undergoing significant change and restructuring. The textiles industry is experiencing declining production, employment and turnover, not only in Scotland but across the EU. This is driven by the increasing competitiveness of the textiles industry in developing countries (notably China) and consequent downward pressure on prices. This has resulted in a decline in the proportion of industry employed in manufacturing, down from 85% of industry employment in manufacturing to 68%   over the previous five years. (By implication, the proportion of the industry employed in areas such as design, sourcing and marketing has increased).
2.5 Nonetheless, the Scottish industry still has strengths in terms of its reputation for quality and tradition, but support is needed to help move the industry to a high value added niche market sector in the global marketplace. 
2.6 The Board Approval Paper identified two sub-sectors which were seen to offer particular opportunities for growth: fashion and interior design (where Scottish provenance is seen as a source of competitive advantage); and technical textiles (where there is a higher level of R&D investment compared to the rest of the textiles industry).

Market Failure

2.7 The Board Approval Paper identified four market failure issues which the Textiles Team activity is intended to address. These are:

· Low investment in research and development;

· Low level wages and salaries which deter young people from seeing the sector as a career option, and which impact on productivity and growth;

· Weaknesses in the supply chain;

· Issues associated with the small scale of the industry, and limited ambition (and particularly the international ambition) of many of the industry’s SMEs also act as a constraint to growth.
2.8 The rationale for Textiles Team support can thus be summarised in three points:

· An increasingly competitive global market, not only from low cost producers such as China, but well marketed and well positioned sectors in countries such as Italy and Spain;

· The presence of various market failures related to the scale and ambition of the sector, which limit the ability of the industry in Scotland to move towards niche, high value produce capitalising on quality, tradition and provenance;

· The need to build on business specific direct grant support available elsewhere by providing a range of wider, generic support to the industry as a whole (the Textiles Team does not provide one-to-one support to businesses, as is explained in the following sub-section). 

Activities and outputs

2.9 The Textiles Team facilitates networking across the industry, supports profile raising of the Scottish textiles industry at overseas trade events, coordinates public sector activity for the sector and delivers a range of support projects. The role of the Team is not to provide one-to-one business support, but instead to provide generic support to the industry across Scotland. As such, operational activity is carefully planned to give most benefit to the industry at generic level, but also to ensure no conflict and to add value to activity delivered through other initiatives including SE’s Account Managed programme, and the Scottish Manufacturing Advisory Service (SMAS). As discussed in Annex A, 44 of the 190 (23%) businesses that the Textiles Team has engaged with between 2006-9 are SE Account Managed. 25 of the 190 businesses (13%) have accessed SMAS support.

2.10 Textiles Team activity during the past three years can be broadly categorised into one of ten core activities. Table 2.1 below summarises these activity types.

Table 2.1: Textiles Team activity types 2006-9

	Activity name
	Overview

	Design and trend information (trend presentations and trend library)
	Analysis and dissemination of industry trends, particularly in terms of product ranges.

	Design traders
	Encouraging independent design companies to develop marketing and business planning skills, supporting them to break into the fashion market.

	Technical Textiles sector development
	Specific support to the technical textiles sector, including network development and trends information.

	Collaborative project development
	Enhancing collaboration and knowledge transfer between companies and with the university sector. 

	Strategic learning journeys
	Industry visits to ‘best practice companies’ in order to showcase innovative technical and business processes

	Leadership for textiles
	Assisting company management to develop their international perspective, strategic vision and organisational insight.

	National conference
	Showcasing the industry and facilitating networking

	Industry support
	Raising the profile of the sector domestically and in international markets through industry led promotional and infrastructure provision.

	Industry analysis
	Research on consumer attitudes and technical applications.

	Promoting Scotland overseas
	Promoting the Scottish industry and establishing commercial contacts in emerging markets (Russia, China, and Japan).


Source: Scottish Enterprise

2.11 Annualised targets for the Textiles Team were set-out in the Board Approval Paper, to deliver 343, 347 and 240 business assists in each of 2006/7, 2007/8 and 2008/9.  Table 2.3 sets out the business support outputs achieved in each of the past three years. The total number of business assists over the three years is 904, slightly below the three year target 930.  The reason for below target performance is largely due to an SE budget freeze which led to some planned events being postponed. 

2.12 Information on business support outputs is collated according to slightly different categories of activity each year, depending on where the focus of Textiles Team activity has been, and as a result, it is difficult to assess the extent to which targets for the specific activity areas shown in table 2.2 above have been delivered. In future years, there is clearly scope to clarify the ways in which activity targets are monitored. 
Table 2.3: Business supports achieved, 2006/7 – 2008/9

	Activity
	2006/7
	2007/8
	2009/10

	Trend Services
	112
	97
	128

	Design Traders
	1
	 
	 

	T/T Workshops
	47
	94
	 

	Collaborative Project Development
	8
	16
	 

	Leadership
	1
	 
	 

	Supply Chain
	0
	 
	 

	Legislative support
	0
	 
	 

	Industry support
	0
	 
	 

	Promoting Scotland
	31
	10
	 

	Apparel Group
	0
	 
	 

	Knitwear Group
	9
	20
	 

	Weaving Group
	25
	21
	 

	Technical Textiles Group
	13
	 
	 

	Textile Lab
	4
	37
	19

	Skills Workshop
	5
	19
	12

	Strategic learning Journeys
	10
	 
	 

	TT Industry project
	 
	1
	2

	Conference
	 
	41
	42

	Branding
	 
	5
	 

	Profile group
	 
	48
	 

	Climate Change
	 
	3
	 

	London Fashion Week
	 
	9
	 

	China
	 
	5
	 

	3D Weaving Demos
	 
	9
	 

	Target
	343
	347
	240

	Total
	266
	435
	203

	Variance
	-77
	88
	-37


Source: Scottish Enterprise 

Textiles Team structure

2.13 The textiles team is relatively small, employing six:

· The Textiles Team manager

· Three Project Managers

· One member of staff based at Scottish Development International (SDI) with a specific remit to lead on the Team’s activities in relation to internationalisation (i.e. promoting the industry overseas at events and trade fairs, etc.)
· An administrator

2.14 The members of the Team are based across SE’s office network, based variously at Edinburgh, Glasgow and Clydebank.

Textiles Industry Forum

2.15 The National Textiles Forum was established in 2001 as a partnership between government, industry leaders, academia and trade unions and was part of the then Scottish Executive’s wider strategy to support and promote the textiles industry. The Textiles Forum was established to act as the national industry body, and to provide strategic direction to the activity of the Textiles Team. It meets quarterly. 

2.16 When it was first established, the Forum was structured around four subsector groups: apparel, knitwear, technical textiles and weaving. In early 2009 the Forum was restructured around thematic, rather than sectoral groups, these thematic groups being: trade and development, skills, innovation, and promotion. The restructure was intended to enable the Forum to engage more effectively with a wider section of industry.

Funding 

2.17 Table 2.4 below shows the spend associated with the SE Textiles Team. Over the three year period, the SE budget allocation of £1.66m was spent to profile (actual spend was £1.65m).

2.18 In addition to SE spend, the Textiles Team has also received SDI funding of £432,000 over the three year period. Together with a modest marketing budget (of £100,000 over the three years), this brings total spend associated with the SE Textiles Team to £2.18m over the period 2006/7 – 2008/9. Note that this does not include support to textiles companies through other SE-funded projects (including Account Management, SMAS, R7D Grants, etc.).

Table 2.4 Spend associated with the Textiles Team, 2006/7 – 2008/9

	Year
	SE Budget Allocation
	SDI Budget
	Marketing Budget
	Total budget

	2006/07
	£500,000
	£80,000
	£40,000
	£620,846

	2007/08
	£630,000
	£80,000
	£60,000
	£820,800

	2008/09
	£530,000
	£272,000
	£0
	£738,722

	Total
	£1,660,000
	£432,000
	£100,000
	£2,180,368


Source: Scottish Enterprise

Recent textiles industry trends

2.19 Between 1998 and 2008, employment in textiles manufacturing (SIC 17) declined by 60%, from 17,500 to 7,100. Employment in ‘manufacturing of wearing apparel’ (SIC 18), declined even more rapidly over the period, by 86% from 14,000 to 2,000. Employment in manufacture of leather products has declined from 1,100 to 600 (45%). The decline in textiles manufacturing has been more rapid than the overall decline in manufacturing in Scotland, which fell by 36% between 1998 – 2008.

2.20 Since 2006 however, employment in textiles and apparel manufacture seems to have stabilised somewhat. Textiles manufacture employment has declined by 6% since 2006, which is equivalent to the decline in Scottish manufacturing employment. Employment in apparel manufacture has fallen faster however, declining 16% since 2006.

2.21 In total, employment in the textiles sector has fallen from 9.7% to 4.3% of Scottish manufacturing employment (Figure 2.1). 

Figure 2.1: Employment trends in textiles and apparel manufacturing
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2.22 There has been a similar trend for workplaces. Over the period 1998-2008, the number of textiles manufacturing workplaces in Scotland fell by 34%, from 671 to 440. The number of apparel manufacturing workplaces fell 50%, from 376 to 188. The number of leather manufacturing workplaces fell from 42 to 24 (43%). This is a much more rapid rate of decline than observed in manufacturing as a whole, where the number of workplaces declined by 12%.

2.23 Given that textiles employment has fallen more rapidly than the number of textiles workplaces, it is not surprising that the average size of firms has decreased. In 1998, the average business in textiles manufacturing employed 26, but by 2008 this has declined to 16. In apparel manufacturing, average business size has declined from 38 to 10 employees. According to ABI data, there are now only 5 textiles workplaces employing more than 200 people, whereas in 1998 there were 36.

2.24 In 1998, total textiles industry output was £1.91 billion, around 1.5% of total Scottish output (5.6% of manufacturing output). By 2004, textiles industry output had almost halved to £1 billion, around 0.6% of total Scottish output (3.5% of manufacturing output). 

2.25 Industry GVA was £318m in 2008 (0.2% of Scottish total), having fallen from £716m in 1998 (1.1% of Scottish total). In 2008, textiles businesses generated £78,000 turnover for every employee (lower than the average for manufacturing in Scotland, where businesses generated an average £132,000 turnover for every employee). Textiles businesses generated GVA of £33,000 per employee (compared to GVA of £61,000 per employee for manufacturing as a whole).
2.26 The table below shows the output of sub-sectors within the textiles industry in 1998 and 2004, together the percentage of output exported to the rest of the UK (RUK) and the rest of the world (RoW). There is some evidence that exporting has become more important over the period, with exports to the RUK rising from 45% to 50%, and exports to the RoW rising from 26% to 32%. 

Table 2.5: Percentage of output exported to the rest of the UK (RUK) and the rest of the world (RoW).

	
	1998
	2004

	
	Output (£m)
	% output RUK
	% output RoW
	Output (£m)
	% output RUK
	% output RoW

	Textile fibres
	178.1
	64%
	22%
	79.9
	63%
	23%

	Textile weaving
	185.9
	31%
	33%
	111.3
	51%
	44%

	Textile finishing
	74.9
	33%
	63%
	90.9
	43%
	55%

	Made-up textiles
	132.1
	45%
	25%
	173.1
	30%
	17%

	Carpets & rugs
	47.9
	51%
	8%
	22.2
	79%
	20%

	Other textiles
	87.8
	19%
	16%
	129.6
	41%
	43%

	Knitted goods
	240.6
	59%
	41%
	130.4
	53%
	36%

	Wearing apparel & fur products
	841.1
	47%
	15%
	185.8
	78%
	15%

	Leather goods
	124.4
	21%
	55%
	80.3
	27%
	55%

	Total
	1,912.9
	45%
	26%
	1,003.5
	50%
	32%


Source: Scottish Government Input-Output tables

The policy context

2.27 The 2006 Board Approval paper describes the contribution that the Textiles Team was anticipated to make to the policy environment at the time, notably Smart, Successful Scotland (and in particular the Growing Business and Global Connections themes), as well as SE’s priorities for the Scottish Borders economy, which focussed on diversification of the economy, and promotion of rural regeneration and entrepreneurship. 

2.28 Since 2006 the policy environment has evolved significantly, although there is still a clear role for the textiles industry, and the Textiles Team, to contribute to this agenda. We now set-out the policy context in relation to the Scottish Government Economic Strategy, the SE Business Plan, the Textiles Industry Strategy, and the Textiles Industry Demand Statement.

Scottish Government Economic Strategy

2.29 Launched in 2007, The Government Economic Strategy (GES) is the key development Strategy for Scotland. It sets out a goal to focus the Government and public services on creating a more successful country, with opportunities for all of Scotland to flourish, through increasing sustainable economic growth.

2.30 The GES identifies four Strategic Priorities, one of which is to create a ‘supportive business environment’. The strategic approaches the Government will pursue to achieve this include:

· Responsive and focused enterprise support to increase the number of highly successful, competitive businesses;

· Targeted support to business in the pursuit of opportunities outside of Scotland and the development of internationally competitive firms;

· A broader approach to business innovation in Scotland that moves beyond viewing innovation as the domain of science and technology alone;

· A clear focus on strengthening the link between Scotland’s research base and business innovation and addressing low levels of business R&D;

2.31 The support provided by the Textiles Team has the potential to contribute to all elements of the ‘supportive business environment’ strategic priority. The SE textiles project cuts across many of the themes outlined in the Government Economic Strategy and contributes towards the ultimate strategic aims of:

· Generating greater and more widely shared employment;

· Creating more highly skilled and better paid jobs;

· Encouraging economic activity and investment across Scotland, thereby sharing the benefits of growth.

SE Business Plan

2.32 The Scottish Enterprise Business Plan: Working for Economic Recovery and Growth was published in 2009 and emphasises a focus on “building the competitive advantage of Scotland’s key industries and businesses
”. The SE Business Plan 2009-12 identifies three key activity areas for SE: Supporting enterprise; Promoting innovation and Stimulating investment.

2.33 The Enterprise strand focuses on supporting growth businesses that can achieve scale. This will be achieved by providing Account Management and specialist advisory services, supporting high potential start-ups, accelerate the internationalisation of Scottish businesses, and support the priority industries. The textiles industry is identified as one of six ‘growth industries’ that make a specific contribution to Scotland’s economy.

2.34 The Innovation strand aims to encourage and develop the exchange of knowledge between academia and business and support the flow of overseas investment into Scotland’s R&D base. 

Scottish Textiles Strategy

2.35 Scotland at the Cutting Edge is the Strategy for the Textiles Industry in Scotland for the period 2007-10. It sets out the following vision: ‘The industry must work together and in partnership with the public sector and trade unions to ensure it is recognised as a flexible, innovative and dynamic industry, characterised by leading design and R&D, and globally recognised brands.’ The Strategy aims to increase the sector’s contribution to economic output, maintain and increase Scotland’s position as a major player in high quality textile design and innovation, and attract fresh talent into the industry. 

2.36 To achieve this vision, the strategy identifies three ‘themes’ which are outlined in figure 2.2 below.

Figure 2.2: Textiles Team activity
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Source: Scottish Enterprise

2.37 The Strategy identifies the following key indicators which it will use to measure progress:

· Increased GVA;

· Increased proportion of companies in £20-£50m and £50m+ turnover bands;

· Increased growth in sales from new products to above UK average (although the SMART Industry targets paper produced in October 2008 notes that there is not yet a satisfactory way to measure this indicator or set a baseline);

· Increased proportion of workforce in highly skilled jobs;

· Enhanced positive promotion of industry domestically and globally;

· Increased cross-sector collaborations;

· Continued close industry/ public sector linkages;

· More global brands.

2.38 The Strategy is due to be refreshed in 2010. 

Textiles Industry Demand Statement

2.39 The Textiles Industry Demand Statement 2010-13 sets out key issues for the development of the sector going forward. It distinguishes between two key market segments: aesthetic textiles (including fashion clothing and accessories and interior furnishing) and technical textiles. It highlights the recent trend towards a more flexible, innovative and market driven industry with a higher knowledge base and better positioned to take advantage of niche opportunities in ‘high-end’ markets. The industry demand statement also highlights the devastating impact that the recession has had – with a favourable exchange rate unable to compensate for collapsing overseas markets.

2.40 The IDS identifies a number of issues and opportunities for the sector, shown in Table 2.6.

Table 2.6: Issues and opportunities in the Industry Demand Statement
	Key issues
	Key opportunities

	· Environmental sustainability and implications for processes and energy use

· Credit availability and implications for cost cutting

· Competition from low-cost manufacturing countries

· Industry image

· Difficulties attracting and retaining staff

· Low levels of R&D

· Higher levels of textiles support in other EU countries

· Uncertainties around responsibilities for skills issues post-Skillsfast
	· Functional textiles in diversified market sectors (e.g. aerospace and defence, oil and gas)

· Premium markets – position Scottish textiles as a luxury brand in Japan, USA and Russia

· Customer engagement through new methods such as co-creation, web2.0what is this – explain?
· Profile and reputation – enhanced profile for Scottish textiles based on provenance, heritage and environment.


Source: Textiles Industry Demand Statement

2.41 The IDS also highlights a number of cross sector linkages. In particular, it highlights the opportunities for the industry to take advantage of specialist markets, including ‘aesthetic’ diversification (into rail, aerospace and marine markets), ‘technical’ diversification (including oil and gas, energy, defence, aerospace), and ‘textiles tourism’, developing the Scottish textiles offer to tourists visiting Scotland. The IDS highlights the need to work with partners including SE industry teams, and external partners including Visit Scotland and UK Trade and Investment (UKTI) in taking these forward.

2.42 Within SE’s three themes, the IDS identifies key priorities to include:

· Enterprise: improve productivity in account and non-account managed companies; building a stronger pipeline of textiles businesses within the Industry Forum themes of skills, sales & marketing, profile & image, and innovation & infrastructure; and promoting organisational development.

· Innovation: building capacity across the whole sector on product design, process innovation and establishing a creative culture, encouraging the sector to become more demanding of innovation support. Stimulating innovative ideas and products across the sector is seen as critical.

· International: developing and increasing market share in global markets, in conjunction with SDI.

Summary

2.43 The SE Textiles Team was established in 2001 to support the sustainable development of the textiles industry in Scotland. Since 2006 the Team has continued to support the industry during a difficult period of restructuring. The support provided by the Team has largely focussed on the provision of ‘one-to-many’ events and information dissemination activities, which are designed to be complementary to the one-to-one support and funding provided by other sources of support such as SMAS and SE Account and Client Management. 

2.44 The Textiles Team consists of five staff (of whom one is based in SDI to support the Team’s work around internationalisation). The Team’s activities are guided by the Textiles Industry Forum, a partnership between key industry stakeholders, which meets quarterly.

2.45 The policy context has evolved significantly since 2006. However, the Team’s activities continue to have a good fit with both the Scottish Government’s Economic Strategy (which focuses on raising business performance through enhanced levels of R&D, innovation, and an international focus), and SE’s 2009-12 Business Plan (which aims to support enterprise, especially within its growth industries of which textiles is one, and promote innovation). The Textiles Industry Demand Statement describes how SE will respond to this agenda, with an emphasis on enhancing enterprise, innovation and internationalisation across the industry. The Scottish Textiles Strategy 2007-10 sets out key priorities for the industry around the three themes of Innovation; People and Infrastructure; and Profile. 

3 Company characteristics and trends

Introduction 

3.1 This section presents findings and comparative analysis from the surveys of supported (Group 1) and unsupported (Group 2) establishments in relation to company characteristics and industry trends. 

Method

3.2 The survey aimed to achieve a matched sample of textiles companies; half which have engaged with the SE Textiles Team (group 1) and half which have not (group 2). The two samples were intended to be comparable in terms of sub sector, employment and turnover. The ‘matched sample’ was an attempt to isolate the impact of the Textile Team’s intervention by comparing the performance of supported and unsupported companies.

3.3 The Textiles Team provided a database of 555 textiles companies located across Scotland. Contact details were available for 405. SE excluded a further 15 companies from the potential sample for reasons including the risk of ‘survey fatigue’, resulting in a total of 390 establishments. 

3.4 The Textiles Team provided data on the nature of their relationship with each company. Companies in Group 1 comprised those which have had regular contact with the   Team over the past three years. Group 1 also included those which have attended events and conferences. Companies in Group 2, while aware of the Textiles Team, have not engaged with the Team’s activities in the last three years (Table 3.1).  

Table 3.1: Nature of engagement 

	Nature of engagement 
	Overall no. establishments
	Achieved sample 

	Group 1 Regular contact 
	96
	40

	Group 1 Attendance at events 
	94
	20

	Group 2 No contact 
	200
	60

	Total 
	390 
	120


Source: SE Textile Team, 2009

3.5 Further detail on the sample approach, including a comparison of the characteristics of the businesses sampled with the overall textiles industry base, is included in Annex B. The achieved sample demonstrates a reasonably good match to the overall population, in terms of sub-sector, employment, turnover, and other support accessed.

Establishment Characteristics 

Sub sector 

3.6 The survey asked establishments to comment on the market segments in which they are currently operating. The survey highlighted the variety within the sector and the crossover between the sectors. It shows that the largest percentage of respondents (around 40%) in each group did not identify with the sub sectors used to segment the Textiles industry. Of businesses who did not identify with one of the five stated sub-sectors (knitwear, weaving, apparel, technical textiles, leather), the most common ‘other’ response was ‘design’ (17%). Other responses included ‘lace’, ‘hats’, ‘carpets’ (x2), ‘printing on fabrics’ (x3), and ‘bespoke curtains and blinds’. 

Table 3.2: Subsector (ordered by overall figures)
	Sub sector  
	Group 1
	Group 2
	Overall 

	Knitwear 
	28%
	23%
	26%

	Weaving 
	18%
	17%
	18%

	Apparel 
	13%
	15%
	14%

	Technical Textiles 
	7%
	8%
	8%

	Leather 
	0%
	13%
	7%

	Other 
	43%
	40%
	42%

	No. of respondents  
	60
	60
	120


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

NB: Percentages do not equal 100 due to multiple responses
Age 

3.7 Organisations questioned as part of the survey tend to well established; the largest percentage in each have been trading for more than 21 years. Establishments in Group 1 (supported establishments) have a younger profile than Group 2 (unsupported establishments). Forty nine percent of establishments in Group 1 have been trading for 10 years or less. This is compared to 18% in Group 2. 

Table 3.3: Establishment Age 
	Sub sector  
	Group 1
	Group 2
	Overall 

	Up to 3 years ago
	10%
	8%
	9%

	3 to 6 years ago
	22%
	3%
	13%

	7 to 10 years ago
	17%
	7%
	12%

	11 to 20 years ago
	17%
	28%
	23%

	21+ years ago
	35%
	53%
	44%

	No. of respondents
	60
	60
	120


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

HQ Location 

3.8 All but one of the establishments in Group 1 is headquartered in Scotland. The other establishment has its headquarters elsewhere in the UK. A similar finding emerged for Group 2 where one organisation was headquartered in England and one in the USA. 

Business Performance 

Turnover 

3.9 Tables 3.4 and 3.5 present turnover figures for supported and unsupported establishments over the past three years. They show that the average (mean) turnover of supported establishments is considerably higher than that of unsupported establishments. Median turnover is also higher among Group 1 than Group 2 establishments. 

3.10 In addition they show that supported establishments tend to have grown their turnover to a greater extent than unsupported establishments; an average (mean) growth of £220,000 for supported establishments as compared to £7,481 for unsupported establishments. Median income grew by £105,000 over the three years for supported businesses, but actually fell by £5,000 for unsupported businesses.

Table 3.4: Turnover Group 1 establishments
	Turnover 
	2006
	2007
	2008
	Difference 2006/08

	Minimum*
	£10,000
	£10,000
	£5,000
	-£5,000

	Maximum
	£15,000,000
	£20,000,000
	£27,000,000
	£12,000,000

	Mean 
	£1,339,171
	£1,409,929
	£1,560,136
	£220,965

	Median
	£170,000
	£240,000
	£275,000
	£105,000

	No. respondents 
	41
	42
	44
	41


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

*Note:  6 respondents indicated £0 turnover in 2006 and 2007

*Note:  4 respondents indicted £0 turnover in 2008

Table 3.5: Turnover Group 2 establishments
	Turnover 
	2006
	2007
	2008
	Difference 2006/08

	Minimum*
	£5000
	£5000
	£5,000
	£0

	Maximum
	£4,500,000
	£4,500,000
	£5,000,000
	£500,000

	Mean 
	£397,817
	£411,375
	£405,298
	£7,481

	Median
	£155,000
	£150,000
	£150,000
	-£5,000

	No. respondents 
	47
	47
	47
	47


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

*Note: 3 respondents indicated £0 turnover in 2006 and 2007

*Note: 2 respondents indicted £0 turnover in 2008 

3.11 Table 3.6 below shows mean and median turnover for all textiles businesses (Group 1 and 2), with businesses categorised by size into micro, small, medium and large. It shows that the majority of surveyed businesses are micro-businesses, with a mean turnover of £190,000 (median of just £90,000). Only one large business was sampled, although it declined to provide turnover information. 

Table 3.6: Turnover by sizeband

	
	
	Turnover 2006
	Turnover 2007
	Turnover 2008

	Micro-businesses (1 - 10 employees)
	Valid
	62
	63
	65

	
	Missing
	25
	24
	22

	
	Mean
	£173,694
	£198,889
	£190,815

	
	Median
	£85,500
	£100,000
	£90,000

	Small businesses (11 - 49 employees)
	Valid
	19
	19
	19

	
	Missing
	2
	2
	2

	
	Mean
	£1,226,968
	£1,084,033
	£1,208,526

	
	Median
	£900,000
	£900,000
	£900,000

	Medium businesses (50 - 249 employees)
	Valid
	7
	7
	7

	
	Missing
	3
	3
	3

	
	Mean
	£5,646,000
	£6,489,286
	£7,475,714

	
	Median
	£5,500,000
	£6,000,000
	£6,000,000

	Large businesses (250+ employees)
	Valid
	0
	0
	0

	
	Missing
	1
	1
	1

	
	Mean
	n/a
	n/a
	n/a

	
	Median
	n/a
	n/a
	n/a


3.12 Figures 3.7 and 3.8 illustrate turnover trends over the past 12 months and anticipated trends over the coming 3 years. Over the past 12 months an average of 43% of textiles establishments have seen their turnover increase (40% of supported and 45% of unsupported establishments). 

3.13 Turnover over the past 12 months has also remained stable for a sizeable percentage of the sample. Seventeen percent of supported establishments declined to comment on their turnover over the past 12 months. 

3.14 The majority of establishments (63%) are confident that they will increase their turnover over the coming three years. Supported companies appeared to be more confident in this respect with 68% anticipating increases in turnover, compared to 57% of unsupported establishments. Once again however, a significant percentage of supported establishments declined to provide information on turnover. 
3.15 This optimism about future turnover growth is perhaps surprising given the more general trend in recent years, discussed in Section 2, for the industry to see consolidation and employment decline. The optimism therefore suggests one of two things: either that the worst of the industry declines are now behind us with largely the stronger companies remaining; or that companies have a tendency to be overly optimistic when planning for the future. 
Figure 3.7: Turnover trends over the past 12mths
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Source: GEN Analysis

Figure 3.8: Turnover trends over the coming 3yrs
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Employment 

Employee numbers

3.16 The survey asked respondents to comment on their employment levels 2008/09. It showed that those establishments which have engaged with the Textiles Team (Group 1) are on average slightly larger than those which have not engaged with the Team (Group 2). However, there is little if any difference in median employment between the two groups.

3.17 Table 3.9 and 3.10 show employment levels over the past three years. They show that average (and median) employment has remained relatively stable among both supported and unsupported establishments. It is interesting to note that average employment of Group 1 companies, at 17, is similar to the industry average employment of 16 that was calculated from ABI data and reported in Section 2. 
3.18 The fact that average industry employment has remained broadly stable during a period of employment decline across the industry (as reported in Section 2) suggests that the wider decrease in industry employment has come as a result of company closures, rather than a pattern of employment decline within those establishments that are still trading. It also indicates that consolidation in the number of textiles companies in recent years has not been driven by acquisitions and company growth, but simply by the fact that so many textiles companies have been unable to remain competitive in the current market.

3.19 The survey also showed that an average of 10% of employees work part time in the establishments supported by the Textiles Team; lower than that observed in unsupported companies (19%)
. 

Table 3.9: Employment Group 1 establishments
	Employment 
	2006
	2007
	2008
	Difference 2006/08

	Minimum*
	1
	1
	1
	0

	Maximum
	240
	230
	200
	-40

	Mean 
	17.34
	17.17
	16.63
	-0.71

	Median
	4
	4.5
	4.5
	0.5

	No. respondents 
	58
	58
	59
	58


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

*Note: 6 respondents indicated 0 employment in 2006 

*Note: 4 respondents indicated 0 employment in 2007 

*Note: 3 respondents indicated 0 employment in 2008

*Note: one establishment reported total employment of 2000 in 2008. This outlier has been excluded for the purpose of analysis
Table 3.10: Employment Group 2 establishments
	Employment 
	2006
	2007
	2008
	Difference 2006/08

	Minimum*
	1
	1
	1
	0

	Maximum
	250
	230
	220
	-30

	Mean 
	12.73
	12.41
	12.68
	-0.05

	Median
	4
	4
	4
	0

	No. respondents 
	59
	59
	59
	59


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

*Note: 2 respondents indicated 0 employment in 2006, 2007 and 2008

3.20 Table 3.11 below shows mean and median employment for all textiles businesses (Group 1 and 2), with businesses categorised by size into micro, small, medium and large. It shows that the majority of surveyed businesses are micro-businesses, with a mean employment of 3 (median of just 2). Only one large business was sampled, although it declined to provide employment information. 

Table 3.11:  Employment by sizeband

	
	
	2006
	2007
	2008

	Micro-businesses (1 - 10 employees)
	Valid
	86
	86
	87

	
	Missing
	1
	1
	0

	
	Mean
	3.31
	3.28
	3.08

	
	Median
	2
	2
	2

	Small businesses (11 - 49 employees)
	Valid
	21
	21
	21

	
	Missing
	0
	0
	0

	
	Mean
	19.86
	20.52
	21.48

	
	Median
	17
	18
	18

	Medium businesses (50 - 249 employees)
	Valid
	10
	10
	10

	
	Missing
	0
	0
	0

	
	Mean
	105.5
	101.5
	101

	
	Median
	73.5
	68.5
	75

	Large businesses (250+ employees)
	Valid
	0
	0
	0

	
	Missing
	1
	1
	1

	
	Mean
	 
	 
	n/a

	
	Median
	 
	 
	n/a


Employee trends

3.21 The largest number of establishments in both Groups 1 and 2 indicated that their employee numbers had remained the same over the past 12 months; 52% of supported companies compared to 67% of unsupported companies.

3.22 Employment in supported companies was considerably more likely to have increased over the past 12 months as compared to unsupported companies. Twenty seven percent of establishments which have engaged with the Textiles Team indicated that employment had increased. This is compared to 10% of unsupported companies (Figure 3.12). 

3.23 For those companies where employment has decreased, the vast majority of respondents (in Groups 1 and 2), feel the credit crunch and current economic recession are to blame. Two establishments which have not engaged with the Textiles team also commented on the impact of cheap textiles imports which are coming into the country and one referred to a skills shortage as workers skilled in traditional methods retire from the industry.  

3.24 The survey also asked establishments to comment on anticipated employment over the coming 12 months. Despite the current economic instability, textiles establishments appear relatively positive about future employment prospects. Fifty two percent of supported companies and 67% of unsupported establishments indicated that employment is expected to remain the same.

3.25 Once again, supported establishments are significantly more likely to report that employment will increase over the coming 12 months (Figure 3.13).  

3.26 Among those that report employment is likely to increase over the coming 12 months, there is a general feeling that the effects of the economic downturn are now beginning to ease and after a very difficult year things business prospects are improving again. This is the same for both the supported and unsupported establishments. Increases in employment are however dependent on the economic climate improving. 

Figure 3.12: Employment trends over the past 12mths 
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Source: GEN Analysis

Figure 3.13: Expected employment trends over the coming 12mths
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3.27 The survey asked respondents to comment on the percentage of employees who are in higher value jobs
. It found that, on average, establishments in Group 1 have a slightly higher percentage of employees in high value jobs (60% compared to 54%)
. Further, over 40% of establishments in each group indicated that all of their employees are in higher value jobs.

Figure 3.14: Percentage of employees in high value jobs (Group 1) 
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Figure 3.15: Percentage of employees in high value jobs (Group 2) 
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Productivity

3.28 Across the sample, productivity (in terms of turnover per employee) has increased over the past three years, from £52,000 in 2006 to £55,000 in 2007 and £58,000 in 2008.  These figures are lower than those presented in section 2, which used official ABI data to indicate turnover per employee of £78,000, (which is significantly below the manufacturing average of £132,000 per employee). 

Profitability

3.29 Over half of the establishments surveyed indicated that their profit margins had remained the same over the past 12 months. In 23% of cases profit margins had increased. 

3.30 A higher than average percentage of supported companies indicated that their profit margins had increased; 30% compared to 17% of unsupported companies (Figure 3.16). Reasons for increased profit margins are varied and include the introduction of new products, increased prices for existing products and streamlining of processes. 

3.31 Similarly, supported companies are more likely to report that they expect profit margins to increase over the coming three years (Figure 3.17). Those companies that report decreases in profit margins tend to report that this is a result of the economic downturn and increased overheads. 

Figure 3.16: Profit trends over the last 12mths
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Figure 3.17: Expected profit trends over the coming 3yrs
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GVA

3.32 For the purpose of this study GVA has been calculated as:


GVA = turnover (£) – the value of bought in goods and services (£)

3.33 Table 3.18 shows GVA for supported and unsupported companies. It shows that average (mean) GVA per company is considerably higher among supported (Group 1) companies than unsupported (Group 2) companies.  The results imply GVA per employee of around £21,800 for supported companies, and £21,483 for unsupported companies.

3.34 The fact that GVA is higher in Group 1 companies relative to Group 2 companies is not surprising given that turnover in Group 1 companies is higher (Table 3.4 and 3.5). 

Table 3.18: GVA (2009)

	
	Group 1
	Group 2

	Total GVA 
	£21,424,100
	£16,069,440

	Average (mean GVA) 
	£535,602.50
	£341,902.98

	Number of respondents
	40
	47


Expenditure on design and development and research and development (Q16)

3.35 Expenditure on design and development (D&D) and research and development (R&D)
 is higher among supported companies. As Table 3.19 shows, less than half of the unsupported establishments report any expenditure on D&D and R&D. This is compared to over two thirds of supported establishments. There is some evidence of a small increase in overall investment in R&D since the 2007 Textiles Survey.

Table 3.19: Product design and development and research and development as a percentage of total expenditure

	Percentage of total expenditure
	Group 1 (no. of establishments)
	Group 2 (no. of establishments)

	
	Product design/ development
	Research and development
	Product design/ development
	Research and development

	0%
	16 (27%)
	17 (28%)
	31 (52%) 
	33 (55%)

	1-10%
	23 (38%)
	26 (43%)
	21 (35%)
	21 (35%)

	11-30%
	9 (15%)
	5 (8%)
	1 (2%) 
	0 (0%)

	31-50%
	1 (2%)
	2 (3%)
	2 (3%)
	1 (2%)

	51-75%
	2 (3%)
	0 (0%)
	0 (0%)
	0 (0%)

	76-100%
	1 (2%)
	0 (0%)
	0 (0%)
	0 (0%)

	Don’t know 
	8 (13%)
	10 (17%)
	5 (8%)
	5 (8%)

	Number of resp.
	60
	60
	60
	60


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

3.36 In keeping with findings relating to employment and profit, the majority of establishments indicated that expenditure on R&D as a percentage of total expenditure has remained the same over the past three years. 

3.37 The majority of respondents, for whom expenditure on R&D has remained the same over the past three years, indicated that R&D activity, particularly product design and development is undertaken in house on an ongoing basis. 

3.38 A number of establishments (especially in Group 2) indicated that their products are traditional and well established and as such there is little need for R&D and design activity. 

3.39 Once again, supported companies are more likely to report that expenditure has increased in recent years. Many respondents see this as a function of the economic climate in which they must innovate and diversify to remain competitive. 

“We have to try new things - innovate or die”

(Due to the) recession we have had to look at different areas to keep business going, i.e. make more home products now

Figure 3.20: Trend in R&D expenditure as a percentage of total expenditure over the last 3yrs
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UK and export sales

3.40 For the majority of supported and unsupported companies, UK sales account for a majority of turnover
. In just under a third of cases (28% of supported companies and 32% of unsupported companies) 100% of sales are in the UK (NB it may of course be the case that a proportion of ‘UK sales’ are made to wholesalers who then export the produce. Total export sales are therefore likely to be higher than these results indicate). Two establishments in Group 1 and one in Group 2 indicated that 100% of their sales are in international markets. 

3.41 Table 3.21 shows the percentage of UK sales among supported and unsupported establishments. It shows that, on average, Group 1 establishments have a higher international profile with UK sales accounting for a slightly smaller percentage of total sales. 

Table 3.21: Percentage of UK sales
	Percentage UK sales
	Group 1
	Group 2

	Minimum (above 0%)
	6%
	3%

	Maximum (Below 100%)
	99%
	99%

	Mean 
	70%
	78%

	Median 
	83%
	95%

	Number of respondents 
	60
	60


Source: GEN Analysis

3.42 The survey asked respondents to comment on their three most significant export markets outside the UK. Europe is the most significant export market for both supported and unsupported companies. European sales account for an average of 50% of export sales for supported establishments and 42% for unsupported establishments. North America accounts for around a third of export sales for both groups. 

3.43 The value of these exports was £40m for Group 1 companies (58% of total turnover) and £3.8m for Group 2 companies (20% of total turnover).

Table 3.22: Average percentage export sales by region 

	
	Group 1
	Group 2

	Europe 
	50%
	42%

	Ireland
	10%
	6%

	Germany 
	5%
	1%

	France 
	2%
	0%

	North America 
	32%
	36%

	USA
	27%
	30%

	Canada 
	5%
	6%

	Asia 
	10%
	10%

	Japan 
	7%
	7%

	Australia 
	1%
	4%

	Middle East 
	0%
	4%

	Rest of the world
	2%
	1%

	Number of respondents 
	43
	39


Source: GEN Analysis

Box 3.1: Impacts of internationalisation support

Company H is a lace manufacturer in Ayrshire, employing around 60 people. The company has been active across many areas of Textiles Team activity, but have benefited in particular from SDI/ Textiles Team support to attend various showcases and events in Russia. This has enabled them to establish relationships with suppliers in a number of Russian cities including Moscow, Yekaterinberg and St Petersburg. Now, 30-35% of the company’s turnover is accounted for by exports to Russia, having grown from virtually nothing five years ago. This growth would just not have happened without the travel grants received to attend these events, according to company H. Company H has also participated in a wide number of other Textiles Team activities, including Textile Lab initiatives and several design initiatives. These, say company H, have ‘given us a better idea how to do things differently’, but the real impact of Textiles Team intervention has been through the overseas visits. Company H feels there is some confusion between Account Management and Textiles activity, but that ‘everyone is always helpful’. 

Industry challenges

3.44 Businesses were asked what are the three most critical issues affecting their business at the current time. Unsurprisingly, the most commonly cited response related to the recession and general downturn in demand, highlighted by over one third of businesses; six businesses commented on the related issue of access to finance; and two highlighted that they feel vulnerable because of the risk that key suppliers go into administration during the recession. Increased costs were also a common response, cited by seven as the most critical issue (this relates mainly to energy costs and raw material costs including wool and to a slightly lesser extent labour costs). Marketing (i.e. profile among the customer base) was also a commonly cited response. Issues around workforce supply and skills were commonly mentioned as the third most critical issue, but less likely to be mentioned as a most critical issue. A less commonly cited issue was shorter lead times (i.e. the general industry trend for clients to demand a shorter time period between the commissioning of a particular product and the delivery of that product).

3.45 Non-supported businesses were also asked what are the key issues facing their businesses at the current time. The most common ‘first most pressing issue’ relates to the recession/ lack of demand, cited by 16 businesses as the most pressing issue. This was followed by: skills shortages, cash flow problems, and competition from cheap imports (each mentioned by 6 businesses as the first most pressing issue). Other key issues including suppliers closing or moving overseas, and small shops closing. Non-supported businesses were, if anything, more likely to identify the recession and cost competition as a critical issue than supported businesses. 

Grossing-up

3.46 The sample results were grossed-up to population level based on the assumption that the industry consists of 647 textiles companies
, including:

· 205 ‘supported’ textiles companies (the 190 in our sample plus 15 who were not included in the sample because of sample fatigue)

· The remaining 442 ‘unsupported’ textiles companies.

3.47 The grossing-up exercise took into account the fact that mean turnover/ employment and GVA differed within each of the two groups, and grossed-up for each group based on those groups’ characteristics. The results are shown in the tables 3.23, 3.24 and 3.25 below. In 2008, the 647 textiles companies in Scotland had a combined turnover of £500m. They employed just over 9,000 people, down from 9,180 in 2006. The GVA contribution of these companies was just over £261m. 

3.48 These results suggest that the textiles sector is somewhat smaller in turnover and employment terms than the ABI data presented in Section 2 (which indicated that the 647 textiles business employed 10,000 people and generated turnover of £757m). This in turn suggests that our survey may have excluded 1-2 larger than average businesses which has had the effect of bringing down our estimate of industry employment and turnover. Indeed, one respondent to our survey, who indicated having a particularly large workforce, declined to provide any information on turnover. 
3.49 Margins of error are relatively high, typically 8% for employment figures and 9% for turnover figures.

Table 3.23: Grossing-up turnover to industry level 

	
	2006
	2007
	2008

	G1 Mean turnover
	£1,339,171
	£1,409,929
	£1,560,136

	G2 Mean turnover
	£397,817
	£411,375
	£405,298

	G1 Median turnover
	£170,000
	£240,000
	£275,000

	G2 Median turnover
	£155,000
	£150,000
	£150,000

	Total G1 turnover
	£274,530,055
	£289,035,445
	£319,827,880

	Total G2 turnover
	£175,835,114
	£181,827,750
	£179,141,716

	Margin of error
	9.59%
	9.53%
	9.4%

	Total turnover
	£450,365,169
	£470,863,195
	£498,969,596


Source: GEN Analysis

Table 3.24: Grossing-up employment to industry level 

	
	2006
	2007
	2008

	G1
	17
	17
	17

	G2
	13
	12
	13

	G1 Median turnover
	4
	4.5
	4.5

	G2 Median turnover
	4
	4
	4

	Total G1 employment
	3555
	3520
	3409

	Total G2 employment
	5627
	5485
	5605

	Margin of error
	8.06%
	8.06%
	8.01%

	Total employment
	9181
	9005
	9014


Source: GEN Analysis

Table 3.25: Grossing-up GVA to industry level 

	 
	Group 1
	Group 2
	Total

	Average (mean GVA) 
	£535,603
	£341,903
	 

	Total
	£109,798,513
	£151,121,117
	£260,919,630

	Margin of error
	13.95%
	12.58%
	9.66%


Source: GEN Analysis

Summary

3.50 The age profile of the Scottish textiles industry is relatively mature, although new businesses continue to start-up, particularly in terms of design companies. The industry is diverse and evolving rapidly, and as a result many businesses are reluctant to pigeon hole themselves into pre-defined sub-sectors.

3.51 In employment terms the past three years have seen a period of consolidation rather than growth, with average business size remaining fairly constant. Turnover growth has been moderate.

3.52 There are marked differences between supported and unsupported companies. Group 1 (supported) companies tend to be larger in employment and turnover terms, invest more in R&D, and export more than Group 2 (unsupported) companies. Supported businesses are also more likely to have experienced employment, turnover and profit growth over the past 3 years, and are more likely to forecast future growth over the next three years. In later sections of the report we consider whether these differences in recent and forecast business performance are as a result of Textile Team support, or whether this simply reflects the different nature of the businesses who decide to engage with the Team.

3.53 Aggregating the results to industry level (assumed to be 647 businesses) indicates that the industry consists of around 10,000 employees, and that total business turnover is around £500m. These businesses account for around £261m GVA per annum to Scotland’s economy. 
4 Involvement with the Textiles Team

4.1 This section explores the involvement that businesses have had with the Textiles Team, and overall satisfaction with the support received. It also examines the reasons given by Group 2 companies for not engaging with the team, and summarises businesses’ suggestions for how the Team activities could be improved.

Motivations for involvement 

4.2 The majority of establishments which have engaged with the activities of the Textiles Team (Group 1) have been involved since 2006 (60%). 

4.3 Table 4.1 shows the motivations of establishments for engaging with the Team. It shows that gaining access to detailed information regarding the sector is the most significant motivating factor; cited by over three quarters of respondents. Just under half of respondents indicated that access to funding was a significant motivating factor. 

4.4 Tangible business benefits, including increased turnover, profit and employment were highlighted in 40% to 45% of cases. Other significant motivating factors include access to networking opportunities (45%) and assistance to enter new markets (34%). 

4.5 These motivations for involvement match reasonably well with the rationale for Textiles Team involvement. The core rationale for the Team is to provide industry-wide information and networking to promote innovation and upskilling across a disparate and fragmented industry. 

Table 4.1: Motivations for engaging with the Textiles Team 

	Motivations for engaging with the Team
	Percentage of respondents

	Access information on the sector 
	76%

	Access funding
	47%

	Increase turnover
	45%

	Access to networking opportunities
	45%

	Assistance to enter new domestic markets
	43%

	Increase profit
	43%

	Increase employment
	40%

	Assistance to enter new markets overseas
	34%

	Improve efficiency
	34%

	Enhance the skills of the workforce
	22%

	Increase innovation/ R&D activity
	22%

	Assistance with an innovation/R&D project
	17%

	Other
	10%

	Don't Know/ Can't remember
	12%

	Number of respondents 
	58


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

Satisfaction with support received

4.6 Businesses were read a list of activity types that have been delivered by the Textiles Team. For each activity, businesses were asked to state whether they had benefited from that intervention, and if so, to rate the usefulness of that intervention. The results are shown in the figure below. 

4.7 Of the 60 respondents, 57 were able to identify at least one activity that they had engaged with during the past three years; only three had no recollection of any Team activity that they had received. The most common type of activity received was ‘trend presentations’ which 25 out of the 60 businesses had benefited from. The second most common activity was the National Conference (20 businesses). The last three activity types in the table – technical textiles workshops, networking events, and learning journeys – were only provided to technical textiles companies, and therefore only the four technical textiles companies who responded to the survey were asked these questions. 

4.8 There are only two instances of businesses stating that activities were ‘not very useful’ – one for trend presentations, and once for the national conference. For all activities, a number of respondents said that they thought the activities were useful or very useful. However, for almost all activity types, there are also a significant number of companies saying that they didn’t know or couldn’t recall how useful the activity had been. Although time delay may in part explain this, it does also indicate that a large number of businesses have not found Textiles Team activity to have been especially valuable from an ‘impact’ sense.
Figure 4.1: Usefulness of Textiles Team activity
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Source: GEN Analysis

4.9 Businesses were then asked to rank the three most useful types of activity they had received in order. The results are shown in the figure below. Trend presentations were the most often cited in the top-three activities, and the top-ranked activity overall. Textile lab was the next most ‘top-ranked’ activity, followed by the national conference and trend library.

Figure 4.2: Ranking activities by importance
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Source: GEN Analysis

4.10 Businesses were asked to explain how these various activities had impacted on their organisation. Some of the comments are shown in the table below. The most commonly cited benefits are as a result of improved industry knowledge and information, and better contacts. In a number of cases, businesses highlighted that as a result there had been a positive impact on sales and turnover.

Table 4.2: Comments on benefits of Team activity

	Activity type
	Benefit

	Trend presentation
	‘Helped send work to Tokyo’

‘Made industry contacts’

‘Allowed us to accelerate a project’

 ‘Became aware of technical developments in my industry’

	Trend library
	‘Access to particular trends and colours’

‘Helped get financial adviser and US contacts’

‘Different slant on interpreting the trends’

‘More knowledgeable/ informed’ (x3)

	Training in the workplace
	‘Showed staff new ways of working’

	Textile Lab
	‘Impetus for changing our activities’

‘Future forecasting’

	Skills workshop
	‘Helped build brand awareness – led to improved sales’

‘Website development skills – helped me to improve my website’

	National conference
	‘Good industry intelligence’

‘Knowledge and advice’

‘Networking and collaboration opportunities’

	Flexible industry support
	‘Support to visit Japan and do show – improved sales’

‘Meeting buyers in London’


Source: GEN Analysis

Box 4.1: The importance of trend information

Company A is a sole trader design company specialising in sportswear. They are based on the outskirts of Edinburgh and achieved a turnover of approximately £25,000 in 2009. Company A noted that industry intelligence is a “very important feature of the service the Team provides”. As a freelance designer it is vital to have reliable and up to date information on the latest trends and this is often time consuming and expensive to access. She commented on the WGSN Trend Website which is felt to be the most comprehensive source of trend information for the fashion industry; from sportswear and everyday wear through to high fashion. 

Last year the Textiles Team provided designers with free access to the WGSN Trend Website.  The designer commented that the website had been a ‘lifeline to me’. Without it, she has to rely largely on ‘guess work’ in the development of her collections. If access to the WGSN trend information is not available for free, the designer feels that the subscription costs would be too high for her to finance herself. The value of WGSN was also highlighted by company B, a small knitwear company based in the Scottish Borders. They recently won a year’s free membership for the site and have made considerable use of it. However, they do not feel they could afford the subscription on their own and will lose access to the site when their subscription runs out. 

Box 4.2: Two perspectives on Textiles Lab

Company G is a small designer/ manufacturer of knitwear based in Galashiels. Company G has participated in two Textiles Lab projects – one with a larger lace manufacturer, and another with a Glasgow-based wallpaper designer and manufacturer. Company G reports that the two projects were both useful in generating press coverage, but that the ‘briefs were too open and the projects too short’. As a result, although the collaborative experiments were useful, they did not feed through to quantitative impact for the company. Company G feels that this type of support would be more useful if it was longer-term (so that relationships can be embedded), and if there was more of an emphasis on distribution and selling the resulting design outputs.

Company F is a sole-trading design company based in Edinburgh. The company participated in a Textiles Lab project with a fashion designer. The result of the collaboration (which happened over a three-week period) was exhibited at London Fashion Week. This, reports company F, has led to new commissions, but not new sales. 

4.11 Businesses were asked to what extent the activity of the Textiles Team is meeting expectations (Q28), and how satisfied they are overall with the support received from the Textiles Team. The results are shown in the two graphs below. Overall, satisfaction is relatively high, with just over half of respondents stating that the activities of the Textiles Team are either meeting or exceeding expectations. Similarly, 40 out of 60 respondents state that they are either satisfied or very satisfied with the support.

Figure 4.3: Business expectations
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Figure 4.4: Business satisfaction
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4.12 Of the businesses who were either not very satisfied or not at all satisfied, comments included: ‘no response to request for information, I feel like I’m having to figure stuff out on my own’, and ‘nothing came from support, it was a waste of time’. Of those who said they were satisfied or very satisfied, most businesses gave general positive comments. More specific comments include: ‘bring the trend presentations back, I miss them’, ‘trend presentations were great’. One company commented very positively on the ‘trip’ to Russia, and several companies commented on the trend library and information on market analysis. A number of companies expressed the view that the Textiles Team has a significant or ‘huge’ impact on performance and knowledge across their business.

Awareness of the Textile Team’s activity among unsupported companies

4.13 The survey of unsupported companies asked respondents to comment on their awareness of the Textile Teams activities. Forty seven percent of respondents were unable to comment on the specific activities of the team. 

4.14 Around a third of respondents are aware that the Textiles Team delivers trend presentations and workshops. Just under a quarter of respondents are aware of the support the team can provide to assist companies attend trade shows and events. Awareness of other activities was low. 

Table 4.2: Awareness of the Textile Team’s activity

	Awareness of the Textile Team’s activity
	Percentage of respondents

	Provide trend presentations/events
	32%

	Workshops
	32%

	Assistance for companies to attend trade shows/events
	23%

	Networking opportunities/brokerage services
	8%

	Provide journals/sector information
	7%

	Support for marketing and business planning
	7%

	Collaborative projects
	5%

	Learning journeys
	5%

	The Design Network
	3%

	Don't Know
	47%

	Number of respondents 
	60


Source: GEN and Research Resource Survey of Textile Sector Establishments 2009

4.15 The survey asked respondents to comment on the reasons why they have not engaged with the Textiles Team in the past.  The most frequently citied reasons are around: 

· Lack of knowledge and awareness of the Textiles Team and the support they can offer (32%)

· Experience or perception that the Textiles Team have nothing to offer the organisation (23%). One respondent commented that “I haven't done more with them [the Textiles Team] because I get the feeling there's not a lot of support for small businesses or sole traders”

· Lack of time and resources within the organisation to find out about and access support (18%). This issue seems particularly acute for small businesses
· 10% of organisations were unsure of the reasons why they had not engaged with the Textiles Team or provided no comment. 

4.16 Only a small number of respondents (5) reported that they had not engaged with the Textiles Team specifically because they do not need support. However, a number of businesses claimed that they had tried to access support but were told that they were ineligible for one reason or another. 

4.17 Other reasons for non-involvement included: 

· The nature of the sub sector, in which trends can change quickly and organisations have to keep up. Respondents commented that “[the] market is such that we have to go with trends and change very quick” and “quick changing trends that we need to keep up with” 

· The rural and isolated geographical location of some of the organisations. Respondents commented “our area is very isolated, people can't come and we can't get to them” and “[I am] unable to attend meetings due to distance, it's 500 miles for me to travel” 

4.18 While they are not currently engaging with the Textiles Team, just under half of respondents (48%) feel the activities of the Team could benefit their organisation and its employees in future. 

4.19 Assistance with marketing and awareness raising is an area where respondents feel the Textiles Team could assist them (14 of the 28 respondents). For example eight respondents felt that attendance at trade shows could benefit them. Four respondents referred specifically to marketing assistance and a further two feel they would benefit from assistance to develop their websites. 

4.20 Other areas where respondents feel they could benefit from engaging with the Textiles Team include: 

· funding (7 respondents)

· knowledge and information about the sector; including Trend Presentations (5 respondents)

· networking (4 respondents)

· staff training and workforce development (4 respondents)

· collaborative projects (4 respondents)

· opportunity for mentoring (1 respondent) 

4.21 Thirty five percent would not foresee any benefits from engaging with the Textiles Team and the remaining 18% were unsure.  

Sources of business support and advice 

4.22 Businesses were asked ‘in comparison to other sources of support/ advice you have accessed, how does the service from SE Textiles Team compare?’ Most (35) respondents replied that they were not sure (presumably because the support from the Textiles Team is quite different from that delivered by other 1-to-1 business support programmes), and seven said that they had not received support from other sources. Of the remainder:

· Three said that Textiles Team was ‘much less effective’ than other types of support;

· Two said the Textiles Team was ‘slightly less effective’;

· Eight said the Textiles Team was ‘slightly more effective; and

· Five said the Textiles Team was ‘much more effective’ than other forms of support. 

4.23 The survey asked respondents to comment on other sources of business support that they have received (Table 4.3). It found that Group 1 establishments are more likely to have received business support in a variety of forms than Group 2 establishments. 

4.24 Just over two thirds (68%) of Group 1 companies have received business support in addition to that provided by the Textiles Team. Only twenty eight percent of Group 2 companies indicated that they have not received support from any source over the last three years. Further: 

· More than a third of supported businesses are also Account or Client Managed. This is compared to only two of the unsupported businesses 

· 11 establishments in Group 1 (18%) indicated that they have worked with SDI. None of the Group 2 establishments have worked with SDI

· Other sources of business support include Business Gateway, private sector training providers, further and higher education institutions. 

Table 4.3: Business support  

	Source of business support 
	Number of establishments 

	
	Group 1
	Group 2
	Overall

	SE Account/ client manager
	24
	2
	26

	Scottish Manufacturing Advisory Service
	9
	1
	10

	Scottish Development International
	11
	0
	11

	Regional Selective Assistance 
	5
	1
	6

	Number of respondents
	60
	60
	120


Source: GEN Analysis

Box 4.3: Exploring the relationship between Account Management and the Textiles Team

Company C, an interiors company specialising in the manufacture of carpets and rugs and employing 8 from a South Ayrshire base, commented on the way in which the Textiles Team and their account manager work together to support the needs of the company. The organisation received information regarding a Scottish Textiles trade mission to Russia. They were unsure of the process they had to follow to become involved and approached their account manager for support. The account manger contacted the Textiles Team to express interest on behalf of the company. The Textiles Team took over from this point liaising directly with the company to provide all necessary information and support. 

The organisation took part in the trade mission which resulted in orders and increased sales. In the absence of advice, support and accompaniment from the Textiles Team, the organisation would not have felt confident enough to try and access the Russian market.  

The consultee commented that his first point of contact when looking to access advice and support is his account manager. For textiles specific advice and guidance the account manager sign posts them to the Textiles Team. This avoids duplication of activity. This was reinforced by Company D, a dyeing and finishing company employing 45 in the Scottish Borders, who commented on the way in which their account manager has worked with the Textiles Team to help them access funding for staff training focused on new machinery and processes. 

Business suggestions and recommendations

4.25 Group 1 businesses were asked what they liked most about the activities and support provided by the Textiles Team. The most common responses were:

· General advice and guidance (8 responses) including a number who commented along the lines that the Team makes them feel less alone, and part of something, as well as the Team’s general ability to listen

· Providing collaboration/ networking opportunities (6 responses), both with other businesses and academia

· Industry trends (14 responses), with a number of respondents making reference to the Trend Library

· Support for overseas visits and profile raising (6 responses)

4.26 A number of respondents referenced things that do not fall under the remit of the Textiles Team, such as their account manager and SMAS, highlighting some confusion around who provides what.

4.27 Businesses were asked if there was anything about the service that could be improved. 33 replied ‘yes’, 16 replied ‘no’ and the remainder were unable to answer. Of those who replied yes, responses included:

· More funding (7 responses)

· More support for skills and apprenticeships (2)

· Better awareness raising of services (5)

· Less bureaucracy (2)

· More face-to-face and 1-to-1 contact (4)

4.28 Other comments included: Stop changing names of products; More services for design companies; More on expanding existing markets, less on new markets; Have a mentoring programme; Advice on efficiency; Improved contacts in overseas markets. In many respects, these comments reflect a lack of understanding among businesses of the remit that the Team has, and the constraints that it operates under. Several of these types of activity support are also offered through other SE products. An implication is that there is scope for improved communication about the role and remit of the Textiles Team, (although this is generally good already, and there is an extent to which some businesses will always perceive signposting negatively).
4.29 Asked whether they would continue to make use of the services, activities and support provided by the SE Textiles Team in the future, 51 of the 60 businesses questioned responded that they would, while only two said that they would not.

4.30 Asked whether the textiles team should be facilitating other support for the sector, 37 businesses provided a response. These responses included:

Figure 4.4: Business comments

	Responses

	More support for technical textiles (2 responses), smaller businesses (1), and design companies (1)

More marketing support (2)

Support for work placements (1), and emphasis on training (2)

More funding/ investment (4)

Help to break into overseas markets (3)

Provision/ lease of equipment (2), including the suggestion for a ‘test facility’

More regular networking (1), and activity which is less central belt focussed (1)

Encouraging the younger generation (2)


Source: GEN Analysis

4.31 Businesses were asked if they had any final comments. There were a significant number of positive comments, with a number of businesses highlighting that the Team had been a ‘great benefit to our company’, and there was also some positive feedback on individual team members. However, a number of businesses also admitted to being unsure which support they had received from which sources. Other than this, the most significant number of comments was in favour of the trend library/ seminar, with several respondents asking ‘why have you stopped this?’ A small number of respondents also re-iterated that the industry should aim to be ‘modern and progressive’, work to attract young people into the industry, but ‘not tartan week’.

4.32 Asked whether they thought themselves likely to use Textiles Team support in the future, 28 Group 2 (i.e. unsupported) companies replied yes, while 21 said no, the remainder did not know. Asked what type of activity they felt the Textiles Team should provide, most responses were either too generic to be particularly useful, impractical (‘stop imports!’) or concerned funding. However, it is clear that there is an appetite to find out more about the type of activity that the Textiles Team can provide.

Summary

4.33 Among Group 1 businesses, levels of satisfaction with the activities and support offered by the Textiles Team are generally high, with two thirds of businesses either satisfied or very satisfied with the support received, and only nine businesses unsatisfied. Textiles Team activity is viewed favourably relative to other sources of business support. There is however evidence of some uncertainty as to what activities businesses have been involved in and how useful those activities have been, suggesting the potential for an improved clarity of offer.
4.34 Trend presentations and trend library are seen as particularly useful activities. Feedback indicates that businesses value the networking opportunities and industry information that the Team gives them access to. The large majority, 51 out of 60 businesses, expect that they will continue to use the services of the Team in the future.

4.35 Awareness of the Textiles Team is relatively high among unsupported businesses, with over half aware of some kind of Team activity. However, a lack of knowledge about the detail of the services offered is a key reason why Group 2 businesses have tended not to engage. Time constraints are also important. Almost half of the unsupported businesses think they are likely to use the services of the Team in the future, indicating a relatively high level of interest that could be capitalised on. 

4.36 More generally, there is some confusion around what the role and remit of the Textiles Team is and the type of activities or services that it can deliver. This suggests scope for improved communication and signposting. 

4.37 Reiterating some points hinted at in the previous section, there is also some evidence of ‘self-selection’ of businesses for participation in Textiles Team activities, with the larger and more dynamic businesses being the ones who are most ‘geared-up’ to take advantage of Textiles Team support. This suggests a need to be particularly proactive in engaging with smaller businesses, if market failures are to be fully addressed. 

5 Impact of the Textiles Team

5.1 This section examines the impact of the Textiles Team on the businesses that had been supported, or participated in Textiles Team activities. It considers first the qualitative impacts on business performance, before going on to examine the quantitative impacts on turnover and employment. This section also describes the results of regression analysis to examine whether there is any statistical difference between the performance of supported and non-supported companies in recent years.

Qualitative impacts

5.2 Businesses were asked what wider benefits they had experienced as a result of working with the SE Textiles Team. The results are shown in Figure 5.1. The most commonly cited responses were having a global perspective in relation to trading and knowledge, and having a better general understanding of the industry. The fact that these responses were the most commonly cited is perhaps not surprising given the emphasis of the Textiles Team on promoting understanding of industry trends, and widening awareness of, and access to, overseas markets. In addition, a significant number of businesses indicated that the Textiles Team had helped them to make cost savings (19 responses), and enter new domestic markets (17 responses). The Textiles Team had also enabled 17 businesses to access new collaborative arrangements, again reflecting the Team’s focus on this activity. 

5.3 Evidence suggests that the Textiles Team had supported the achievement of key Government Economic Strategy indicators. In particular, 15 businesses stated that Textiles Team activity had helped them enter new export markets, 13 businesses said that the Team had helped them to increase export sales, and 7 said that they had introduced new processes or technologies as a result of Textiles Team activities, highlighting the role that the Team has had in promoting innovation and R&D exploitation.

5.4 Of 60 respondents, 14 (23%) said they had not experienced any wider impacts from Textiles Team support. 

Figure 5.1: Wider benefits as a result of working with the Textiles Team
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Box 5.1: Impact of skills interventions

Company D is a textile dying and finishing company based in the Scottish Borders. They employ 45 staff and achieved a turnover of approximately £1,600,000 in 2009. The company is account/client managed by Scottish Enterprise.

The company worked with the Textiles Team to access funding for staff training. Over a period of 12 weeks internal training was undertaken. Older, skilled workers provided training in traditional processes to less experienced staff. Training has resulted in increased flexibility for the whole organisation. Up skilling of workers has allowed the company to move staff between departments depending on the flow of work at any given time. This has also increased the capacity of the organisation to take on additional work, contributing to its resilience during challenging financial times.

The company reported a number of benefits that had accrued as a result of support received from the Textiles Team. These include improved skills and the ability to attract skilled workers, cost savings, improved delivery times, achievement of quality standards and improved relationships with suppliers. 

Economic impact – employment

5.5 Businesses were asked whether the Textiles Team had had an impact on their employment over the past three years:

· 8 (13%) businesses said that the Team had had a ‘minor positive impact’;
· 48 (80%)  said that the Textiles Team has had no impact on employment; and
· 4 (7%) said that they weren’t sure.
5.6 Of the eight businesses saying that the Textiles Team had had an impact on employment, the range was between 5-20% of their total employment. Calculating the employment impact of the Textiles Team for each of these eight businesses showed that employment would have been 24 FTEs lower in 2008 in the absence of support from the Team. This is against a backdrop of declining industry employment generally, and therefore demonstrates that the Textiles Team had played a role in countering these wider trends. This equated to 2.45% of all employment across the 60 businesses surveyed. The table below summarises the impacts by year. 
Table 5.1: Economic impact - employment

	
	2006
	2007
	2008

	Total employment across sample
	1006
	996
	981

	Amount lower that sample employment would be without Textiles Team
	-15
	-22
	-24

	Percentage lower that sample employment would be in absence of Textiles Team
	-1.45%
	-2.20%
	-2.45%


Source: GEN Analysis

Net impacts

5.7 The net impacts of Textiles Team support were calculated on a company-by-company basis, following SE Additionality Guidance. Displacement, leakage and substitution were calculated based on answers to the following questions in the survey:

· Displacement: what percentage of your main competitors are based in Scotland?;
· Leakage: what proportion of employees in your Scottish operation were resident outside of Scotland?

· Substitution: has the support available through SE Textile’s Team resulted in your company changing its activities in order to be able to take advantage of this support? (‘we have changed some of our activity = substitution of 10%; ‘we have changed around half our activity’ = substitution of 25%; ‘we have changed the majority of our activity’ = substitution of 50%).

· Multipliers: a type II employment multiplier of 1.75 was used (this being an average of the Type II multipliers for the following sectors in the 2004 Scottish Input-Output tables: textiles fibres, textile weaving, textile finishing, other textiles, wearing apparel and fur products, leather goods, and made-up textiles).

5.8 The results of the gross to net assessment are shown in the table below. Displacement was low (7% in 2006 and 13% in 2008) as the majority of businesses who reported impact also identified that the majority of their competitors were based overseas rather than in Scotland. Leakage was low as very few textiles employees were resident outside of Scotland (and nearly all companies were head-quartered in Scotland). Substitution was also low as there was no evidence that businesses had altered their activity to take advantage of Textiles Team support. Multipliers on the other hand were relatively high, reflecting the reliance on Scottish raw materials as inputs to the production process. The net impact of the Textiles Team was therefore to create 36 net new jobs in 2008 across Scotland, based on the sample of 60 businesses. Again, it should be reiterated that this was achieved during a period of declining employment generally.
Table 5.2: Gross to net employment impacts (sample)
	
	2006
	2007
	2008

	Additional
	15
	22
	24

	Displacement
	1
	3
	3

	Leakage
	0
	0
	0

	Substitution
	0
	0
	0

	Multiplier
	10
	14
	15

	Net impact
	23
	32
	36


Source: GEN Analysis

Time and quality additionality

5.9 Asked whether support from the SE Textiles Team had brought forward, delayed or made no difference to the achievement of businesses’ current employment levels:

· 51 businesses (86%) responded that the Team had made no difference;
· 6 businesses (10%) said that the Textiles Team had brought forward impacts by up to one year;

· 2 (3%) businesses said that the Textiles Team had brought forward impacts by 1-2 years; and
· 2 (3%) businesses said that the Textiles Team had brought forward impacts by over 2 years.

5.10 Businesses were asked how support from the Textiles Team had changed the quality of employees and management (Q56). Two companies responded ‘a lot better’; 19 responded ‘moderately better’, and the remainder, 39 businesses, responded ‘no different’. 
Persistence
5.11 Businesses were asked whether they thought that Textiles Team support would continue to have an impact in the future. Of 60 respondents, 11 (18%) businesses thought the Textiles Team would continue to have an impact; 37 (62%) thought that the Team would not have an impact; and 12 (20%) didn’t know. Although this may initially appear to represent a low level of persistence, it is interesting to note that the number of businesses anticipating future impact (11 (18%)) is higher than the number of businesses reporting an impact in 2008 (8, (13%)). This implies that the impacts of Textiles Team support may take some time to materialise as quantitative business impacts.

5.12 Of the 11 businesses reporting that Textiles Team activity would persist, the majority believed that the impact would be small (1-5%), although one believed that impact would be 40-50% of total employment impact, and one that it would be 10-20% of total employment. Ten of the 11 businesses expected that these impacts would persist over a period of 5 years or more, while one business believed the impacts would persist for three years.

Future employment impacts

5.13 Businesses were asked to estimate their likely level of employment in 2009 and 2012. Limited employment growth is forecast, with mean employment per business estimated to be 19 in 2009 and 21 in 2012. Businesses were then asked how much different employment would be in 2009, and 2012, without support from the SE Textiles Team:

· For 2009, eight businesses (13%) said that they expected SE’s Textiles Team to have a positive impact on employment; 49 (82%) said that the Textiles Team would not have an impact on estimated employment, and three (5%) did not know; and
· For 2012, 11 businesses (18%) said that they expected SE’s Textiles Team to have a positive impact on employment, 45 (74%) said that there would be no impact, and five (8%) did not know.

5.14 The table below summarises the estimated gross and net impacts of the Textiles Team on sample employment in 2009 and 2012. Without the Textiles Team, employment among the businesses sampled would be 33 fewer in 2009 and 30 fewer in 2012. In net terms, (after adjusting for the factors outlined in Paragraph 5.7)    the impact of the Textiles Team is to generate an additional 49 employees in 2009, falling to 44 in 2012 in the 60 businesses surveyed.

Table 5.3: Future employment impacts (sample)
	
	2009
	2012

	Estimated employment
	972
	1046

	Textiles Team additional employment
	33
	30

	Minus Displacement
	4
	4

	Minus Leakage
	0
	0

	Minus Substitution
	1
	1

	Plus Multiplier 
	21
	19

	Net additional employment
	49
	44


Source: GEN Analysis

Economic impact – turnover

5.15 Businesses were asked whether the Textiles Team had had an impact on their turnover during the past three years:

· 16 businesses (27%) said that the Team had had a minor positive impact, whilst 2 businesses said that the Team had had a significant positive impact (3%);
· 39 businesses said that the Team had had no impact on turnover (65%); and
· 3 businesses said that they didn’t know (5%).
5.16 Of the 16 businesses saying that the Textiles Team had had a minor positive impact on turnover, the range was between 7-9% of total turnover. Of the two businesses reporting a significant positive impact on turnover the range was 18% to 27%. Calculating the turnover impact of the Textiles Team for each of these eighteen businesses reveals that turnover would have been nearly £4m lower in 2008 without Textiles Team support. 

Table 5.4: Turnover impacts (sample)
	
	2006
	2007
	2008

	Total turnover across sample
	£54,906,000
	£59,217,000
	£68,646,000

	Amount lower that sample turnover would be without Textiles Team
	£3,470,960
	£4,725,360
	£3,985,750

	Percentage lower that sample turnover would be in absence of Textiles Team
	6.32
	7.97
	5.80


Source: GEN Analysis

Net impacts - turnover

5.17 The net impacts of Textiles Team support were calculated on a company-by-company basis in the same way that net impacts were calculated for employment (see Table 5.5). Leakage of £280,000 reflects the fact that some businesses who reported impact also indicated that a proportion of their workforce was based outside of Scotland. The low substitution figure reflects the fact that just one business reporting impact indicated that it had changed some of its activities to benefit from public sector support. The results indicate that the net impact of the Textiles Team is to have created just over £5m turnover across Scotland, based on the sample of 60 businesses.

Table 5.5: Gross to net turnover impacts (sample)
	
	2006
	2007
	2008

	Additional
	£3,470,960
	£4,725,360
	£3,985,750

	Minus Displacement
	 £532,000
	£976,225
	£672,375

	Minus Leakage
	 £280,000
	£280,000
	£280,000

	Minus Substitution
	£1,250
	£1,250
	£2,250

	Plus Multiplier
	£1,993,283
	£2,600,914
	£2,273,344

	Net additional turnover
	£4,650,993
	£6,068,799
	£5,304,469


Source: GEN Analysis

Time additionality

5.18 Asked whether support from the SE Textiles Team had brought forward, delayed or made no difference to the achievement of businesses’ current turnover level:

· 48 businesses (80%) responded that the Team had made no difference;
· 8 businesses (13%) said that the Textiles Team had brought forward impacts by up to one year; and
· 4 businesses (7%) said that the Textiles Team had brought forward impacts by 1 to 2 years. 

5.19 These results of time additionality on turnover are broadly consistent with the results for the time additionality of employment. 

Persistence - turnover

5.20 Businesses were then asked whether they thought that Textiles Team support received would continue to have an impact on future turnover. Of 60 respondents, 21 (35%) thought the Textiles Team would continue to have an impact; 26 (43%) thought that the Team would not have a continuing impact; and 13 (22%) didn’t know. Turnover persistence therefore appears to be somewhat higher than employment persistence. This is perhaps unsurprising given that the support has been delivered during a time of continued employment rationalisation for the industry.

5.21 Of the 21 businesses reporting that Textiles Team activity would persist, the majority believed that the impact would be small (1-5%), although one believed that impact would be over 50% of total turnover, and two believed it would be 21-30% of total turnover. Ten businesses (17%) expect that these impacts would persist over a period of 5 years or more. Figure 5.2 below depicts the persistence of turnover impacts from 2009 – 2013.

Figure 5.2: Persistence of turnover impact (sample)
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Future impacts - turnover

5.22 Businesses were asked what they anticipated their turnover would be in 2009 and 2012. Removing one significant outlier, average anticipated turnover for 2009 was £970,000, while for 2012 it was £1.5m (after removing two significant outliers):
· 16 businesses (27%) believed that their turnover would be lower in 2009 without the support of the Team. Amongst these 16, turnover was expected to be between 1-20% lower in 2009 without Textiles Team support. This equated to an average of £186,000 per business; and
· 15 businesses (25%) believed that their turnover would be lower in 2012 without the support of the Textiles Team. Among these 15 businesses, turnover was expected to be between 7-30% lower in 2012 without support. This equated to an average of some £250,000 per business across the 15.

5.23 The table below summarises the estimated gross and net impacts of the Textiles Team on sample turnover in 2009 and 2012. Without the Textiles Team, gross turnover among businesses sampled would be £3m lower in 2009 and £3.8m lower in 2012. In net terms, the impact of the Textiles Team is to support £3.4m turnover in 2009 and £4.5m turnover in 2012.

Table 5.6: Future turnover impacts (sample)
	
	2009
	2012

	Estimated total turnover
	£38,901,000
	£57,605,000

	Additional turnover attributed to Textiles Team
	£2,977,400
	£3,827,500

	Minus Displacement
	£647,560
	£816,100

	Minus Leakage
	£360,000
	£400,000

	Minus Substitution
	£3,600
	£9,900

	Plus Multiplier
	£1,474,680
	£1,951,125

	Net additional turnover
	£3,440,920
	£4,552,625


Source: GEN Analysis

Box 5.2: The difficulties of attributing impact

Company I is a technical textiles manufacturer employing around 90 people. It is Account Managed, and exports over 90% of its output. Company I has participated in a number of collaborative projects with other Scottish textiles businesses through the Textiles Team, but feels that the impact of these activities has been limited because there have been insufficient similarities between what the different companies were trying to achieve. Where the Textiles Team has been most useful is in providing informal advice on wider support and industry trends. For example, the Team helped the company to make contact with the Aerospace Team which was useful in exploring new markets in that sector. The Team also helped the company make contact with Scotland Development International, and this was an extremely useful contact for the company when it was establishing an overseas manufacturing operation. Without this new manufacturing operation, Company I’s sales would now be around 30% lower, although it is difficult to attribute this impact to the Team alone.
Grossing-up

5.24 The impact results from the sample of 60 businesses were grossed-up by multiplying average impacts achieved in the sample by the estimated number of businesses that the Team had assisted in each year (Table 5.7). However, the Textiles Team does not have exact information on the numbers of businesses assisted each year.  Over the three years it has supported 205 separate businesses. The number of business assists each year is higher than this (ranging from 240 to 347, Table 5.7), implying that a number of businesses have been supported more than once in each year.  In order to calculate the population impact it has been assumed that, in each year, the Team has supported 90% of the 205 businesses: that is 185.  This number has been used when grossing up the sample to the population, with a grossing factor of 3.08 being applied (185/60 = 3.08).
5.25 However, closer analysis of respondents’ comments suggests that there are a number of cases where respondents were unsure about the distinction between Textiles Team support and support provided by other SE sources, notably Account Management. It is difficult to tell with certainty how many businesses might have been muddling different types of support when responding to the survey, but evidence suggests that this could account for around 30% of reported impacts (that is the actual impact of the Textiles Team could be 30% lower than reported here as a result of double-counting). We have therefore reduced the reported impacts of Textiles Team activity by 30% to reflect this double-counting bias.

5.26 An additional caveat is that relatively few businesses reported an impact as a result of Textiles Team activity (13% reported employment impacts and 30% reported turnover impacts). There is a danger of extrapolating the results from this small number of responses across a population of 205 businesses, especially when there is an argument that those businesses who did not respond to the survey were likely to be those that had only engaged with the Textiles Team to a limited extent. Although there is no quantitative evidence to justify this, in order to err on the side of caution, the impacts have been reduced by a further 30% to account for potential sample bias.
5.27 Across the industry therefore, the Textiles Team has created an additional £24 m turnover in the 3 years 2006 to 2008 (Table 5.7).  
Table 5.7: Grossing-up turnover impacts to date (population)
	Turnover 
	2006
	2007
	2008

	Sample net impact (sample 60 companies - Table 5.5)
	£4,650,993
	£6,068,799
	£5,304,469

	Business assists (actual)
	343
	347
	240

	No. of businesses supported (assumed to be 90% of the 205 businesses supported over 3 years in each year)
	185
	185
	185

	Population net impact  (sample impact x 3.08)
	£14,340,562
	£18,712,130
	£16,355,446

	Population Net impact  after 30% deduction for double-counting
	£10,038,393
	£13,098,491
	£11,448,812

	Population Net impact  after 30% deduction for sample bias
	£7,026,875
	£9,168,944
	£8,014,168

	Margin of error
	13.48%
	13.98%
	13.78%


Source: GEN Analysis

5.28
The future impacts can likewise be grossed up (Table 5.6). In doing this a number of assumptions (in addition to adjustments for double-counting and sample bias) have been made:

· As future impacts for only asked for in 2009 and 2012, the impacts for the intervening years have been calculated by taking a straight line trend between the 2009 and 2012 values; and

· As these are forecast impacts, a 10% adjustment has been made to account for optimism bias. This is a modest adjustment to take account of the fact that the projections do not seem to be overly optimistic.
Table 5.8 shows these impacts. Over the 4 years it is estimated that an additional £26 m of turnover will be created by the Textiles Team.

Table 5.8: Grossing-up turnover impacts Future (population)

	Turnover 
	2009
	2010
	2011
	2012

	Sample net impact (sample 60 companies - Table 5.6)
	£3,440,920
	£3,811,488
	£4,182,057
	£4,552,625

	No. of businesses supported (assumed to be 90% of the 205 businesses supported over 3 years in each year)
	185
	185
	185
	185

	Population net impact  (sample impact x 3.08)
	£10,598,034
	£11,739,383
	£12,880,736
	£14,022,085

	Population Net impact  after 30% deduction for double-counting
	£7,418,624
	£8,217,568
	£9,016,515
	£9,815,460

	Population Net impact  after 30% deduction for sample bias
	£5,193,037
	£5,752,298
	£6,311,561
	£6,870,822

	Population Net impact  after 10% deduction for optimism
	£4,673,733
	£5,177,068
	£5,680,405
	£6,183,740

	Margin of error
	13.48%
	N/A
	N/A
	13.78%


Source: GEN Analysis

5.29
In terms of employment (Table 5.9), the Textiles Team has supported the creation of some 200 person years of employment over the 3 years to 2008 with there being a peak of 55 FTE jobs in 2008. 

Table 5.9: Grossing-up employment impacts to date (population)

	Employment
	2006
	2007
	2008

	Sample net impact  (sample 60 companies – Table 5.2) 
	23
	32
	36

	Population net impact  (sample impact x 3.08)
	71
	99
	111

	Population net impact  after 30% deduction for double-counting
	50
	69
	78

	Population Net impact  after 30% deduction for sample bias
	35
	48
	55

	Margin of error
	10.61%
	11.24%
	10.99%


Source: GEN Analysis

5.30
Future employment impacts can also be grossed up, using the same assumptions as for turnover (Paragraph 5.28). The results can be seen in Table 5.10. Over the 4 years 252 person years of employment were created, with a peak of 67 FTE jobs in 2009.

Table 5.10: Grossing-up employment impacts Future (population)

	Employment
	2009
	2010
	2011
	2012

	Sample net impact  (sample 60 companies – Table 5.3) 
	49
	47
	45
	44

	Population net impact  (sample impact x 3.08)
	151
	145
	139
	136

	Population net impact  after 30% deduction for double-counting
	106
	102
	97
	95

	Population Net impact  after 30% deduction for sample bias
	74
	71
	68
	67

	Population Net impact  after 10% deduction for optimism
	67
	64
	61
	60

	Margin of error
	10.61%
	N/A
	N/A
	10.99%


Source: GEN Analysis

GVA Impacts  

5.31
The evidence from the companies in the sample is that the average turnover : GVA ratio was 2.91: that is every £2.91 of turnover equated to £1 of GVA. This ratio can then be used to convert the net turnover figures to GVA. 
5.32
To develop an 11 year impact profile the following process was undertaken:
· The Achieved and Future turnover impacts for the period 2006 to 2012 (Tables 5.7 and 5.8) were taken;

· The 2012 impact was then decayed by 20% a year until 2016 in order to model persistence;

· The turnover figures for the 11 years were then converted to GVA by applying the turnover : GVA ratio of 2.91; and

· The GVA figures were then discounted to give Present Values.

5.33
Annex C shows the profile of the net turnover and GVA impacts over the period 2008 to 2016. It is estimated that some £19 million of net additional GVA is created over this period as a consequence of the activities of the Textiles Team.
Key Performance Metrics
5.34  
Using information on the costs of the Textiles Team and the GVA impacts outlined in Paragraph 5.33 the impact ratio of the Textiles activities can be calculated as can other relative measures such as the cost per job.
5.35
The average annual cost of delivering the Textiles Team activities (including the SDI element is £727,000. This figure does not however include staff costs, so was inflated by 30% (Scottish Enterprise evidence is that staff costs typically represent 25% to 30% of product costs). This brings the figure for average annual cost of delivering Textiles Team activity to £945,000. However, the impacts outlined in Annex C are based on 3 years of Team activities with the supported companies. Accordingly a more realistic cost of delivering these is £2,835,000 (£945,000 X 3) or £2,740,000 when discounted.

5.36
At its peak the activities of the Textiles Team were responsible for creating 67 jobs (2009) and some 452 person years of employment over the period 2008 to 2012 (594 were the employment impacts to be extended to 2016).
5.37
Table 5.11 summarises the key performance metrics. The impact ratio falls within the 1:6 to 1:9 ratio reported in SE’s Business Plan
. The cost per job is however high. This might reflect the fact that over the period of the evaluation the textiles industry was experiencing declining employment generally (see Paragraph 5.6).  
Table 5.11: Key Performance Metrics

	Net GVA 2008 to 2016 (PV)
	£19.179 million

	Cost of Textiles Team Interventions (2008-2010) (PV)
	£2.740 million

	Impact ratio (GVA/Cost)
	1:6.99

	Net jobs created
	67

	Cost per job (Cost/number of jobs)
	£40,896


Modelling business performance

5.38
In order to shed more light on the factors underpinning business performance – and whether there is a significant difference in business performance between group 1 and group 2 companies – a multiple regression analysis was undertaken.

5.39
The regression model sought to explain businesses performance between 2006 and 08. Two models were run, one using employment change 2006-8 as the dependent variable, and one using turnover change 2006 to 08 as the dependent variable. The independent (that is the explanatory variables) were as follows:
· Business size (represented by business employment) to examine whether there is a relationship between business size and performance;

· Proportion of employees in higher value jobs;

· Percentage of business sales made in the UK, in order to examine whether there is a relationship between exporting and business performance;

· The number of countries exported to;

· Percentage of turnover invested in R&D, and the percentage in product design;

· A dummy variable to represent the impact of the Textile Team (equal to one for supported businesses and 0 for unsupported businesses);
· Dummy variables to explore any differential performance across different business sub-sectors (i.e. the knitwear dummy variable is equal to one for ‘knitwear’ businesses and zero for non-knitwear businesses; similar dummies were inserted for other sub-sectors); and
· Dummy variables to represent other types of support that businesses have received (for example the account managed (ACM) dummy variable is equal to one for businesses that have received account management  support, and zero for businesses that have not received such support; similar dummy variables were inserted for businesses that have received support from SMAS, SDI, and RSA grants).

5.40
A variety of regression models were run, including and excluding various combinations of the explanatory variables. The results are shown in the tables below. Modelling employment change reveals that there is no significant difference in employment performance between the two samples (the Textiles Team dummy variable is insignificant). There also appears to be no significant relationship between business size (measured by total employment) and employment change between 2006 and 08. The variables which are significant are:

· The knitwear dummy (businesses in the knitwear sector tended to reduce employment by 17% more than other businesses);

· The Technical textiles dummy (technical textiles businesses tended to grow by 20% more than other businesses in employment terms between 2006 and 08);

· The number of countries a business exports to (business employment tended to grow by 7% for each additional country exported to) – this reflects a strength in diversity;

· The account management dummy (Account and Client Managed businesses have tended to reduce employment by 20% more than other businesses, on average over the period). This suggests that Account Managed businesses may be maintaining competitiveness by reducing staff costs; and
· The SMAS dummy and the SDI dummy. The coefficient on both these variables is positive, indicating that employment growth was higher among these businesses than non SDI or SMAS supported businesses. The coefficients on these variables are relatively high, indicating that SDI and SMAS support has a strong and significant impact on employment growth. 
5.41 
Various versions of the model were run, excluding one or more of these variables to examine the impacts. These sensitivity tests showed little variation in the variables that were found to be significant – the variables for Textiles Team, business size, and level of investment in R&D were insignificant under all models run – although this is likely to be in part due to the limited sample size. The results are interesting, although overall the R2 of 0.28 indicates that model only explains 28% of the variation in business performance between businesses. The model is not therefore particularly well specified, and care should be taken in the significance placed on the findings. 

Table 5.10 Modelling employment change, 2006 to 08

	Variable
	Coefficient
	Standard error
	t-prob

	Constant
	0.846
	0.148
	0.000

	Textiles Team support
	0.015
	0.067
	0.819

	Knitwear sub-sector
	-0.174
	0.069
	0.013

	Weaving sub-sector
	-0.074
	0.079
	0.355

	Apparel sub-sector
	-0.032
	0.104
	0.762

	Technical textiles sub-sector
	0.200
	0.100
	0.049

	Employment
	-0.00002
	0.001
	0.988

	% high value jobs
	-0.059
	0.080
	0.465

	% UK sales
	0.133
	0.122
	0.279

	No. export countries
	0.072
	0.030
	0.020

	% Investment R&D
	0.095
	0.322
	0.768

	ACM supported
	-0.213
	0.096
	0.029

	SMAS supported
	0.313
	0.129
	0.017

	SDI supported
	0.236
	0.110
	0.034

	RSA supported
	0.163
	0.153
	0.290

	R2 = 0.28


Source: GEN analysis

5.42
The table below shows the results of the modelling of turnover change. This model performs less well than the employment model, explaining only 24% of variation in turnover change across businesses (this is probably due to the low response rate on turnover change, which means that the model is run for only 69 businesses). There are, however, a number of similarities with the employment change model, namely:

· No statistically significant difference in performance between Group 1 and Group 2 companies once other variables are controlled for;

· The ACM variable is significant, but the sign is positive (rather than negative as it was under the employment model), indicating that businesses that received ACM support tended to grow by 29% more on average than non ACM businesses. This indicates that Account Managed companies are increasing productivity by reducing employment relatively more than other companies, whilst at the same time increasing turnover relatively more than other companies;  
· As with the employment model, there is a positive correlation between the number of countries a business exports to, and its turnover growth between 2006 and 08; and
· Investment in R&D has a high coefficient but is not statistically significant.
5.43
Other than this, however, none of the variables are significant. Under this model, there appears to be no statistically significant relationship between business sub-sector and turnover growth, or between the level of investment in R&D and business growth. Suppressing variables and re-running the model did not alter the results materially. 

Table 5.11: Modelling turnover change, 2006 to 08

	Variable
	Coefficient
	Standard error
	t-prob

	Constant
	0.839
	0.199
	0.000

	Textiles Team support
	-0.119
	0.098
	0.229

	Knitwear sub-sector
	-0.076
	0.090
	0.401

	Weaving sub-sector
	-0.023
	0.110
	0.837

	Apparel sub-sector
	-0.013
	0.143
	0.925

	Technical textiles sub-sector
	-0.082
	0.117
	0.486

	Employment
	0.0002
	0.002
	0.932

	% high value jobs
	0.136
	0.108
	0.212

	% UK sales
	0.019
	0.175
	0.915

	No. export countries
	0.077
	0.038
	0.046

	% Investment R&D
	0.408
	0.004
	0.542

	ACM supported
	0.290
	0.132
	0.033

	SMAS supported
	-0.0799
	0.157
	0.612

	SDI supported
	-0.155
	0.178
	0.388

	RSA supported
	0.355
	0.232
	0.131

	R2 = 0.24


Source: GEN analysis

Summary

5.44 
Businesses report a wide range of qualitative impacts as a result of engaging with the Textiles Team. Most typically, these benefits related to having a better knowledge and understanding of the industry and emerging industry trends. This reflected the type of activity delivered by the Team, which was focussed on industry knowledge and intelligence rather than one-to-one business support. Having said this, a number of businesses also identified more tangible outcomes as a result of engaging with the Team, including making cost savings, increasing sales, and entering new markets. This would seem to demonstrate that businesses did experience tangible outcomes as a result of being exposed to networking and intelligence opportunities. 

5.45
Evidence suggests that the Textiles Team had supported the achievement of key Government Economic Strategy indicators. In particular, 15 businesses stated that Textiles Team activity had helped them enter new export markets, 13 businesses said that the Team had helped them to increase export sales, and seven said that they had introduced new processes or technologies as a result of Textiles Team activities, highlighting the role that the Team has had in promoting innovation and R&D exploitation.

5.46
In terms of impact on business performance, 8 out of 60 businesses said that the Textiles Team had had an impact on employment, whilst 18 out of 60 businesses (almost one third) said that the Team had had an impact on turnover. Across the population of supported textiles companies supported, the results indicate that the Textiles Team has:

· Supported the creation of 67 net jobs;

· Is expected to increase net turnover to 2016 by £60 million;

· Is expected to increase net GVA by £19 million, again to 2016;

· Resulted in an impact ratio (Net GVA per £1 of SE spend) of 1:7, which is within SE’s overall impact ratio parameters of 1:6 to 1:9; and

· Created jobs at a net cost of around £41,000. This relatively high cost might reflect the fact that the supported companies have often been reducing staff numbers.

Given the nature of the support provided, largely focussed on ‘one to many’ events rather than one-to-one support and funding, these impacts seem commendable.
5.47
Persistence of the Textiles Team support is high. For both employment and turnover, businesses that identified an impact tended to indicate that the impacts would persist for five years. This finding indicates that the raising of awareness of key industry trends has higher persistence than some of the more short term funding opportunities available to businesses.

5.48
Modelling the performance of businesses between 2006 and 08 indicated that there was no statistical difference between the performance of Group 1 (supported) and Group 2 (unsupported) businesses, either in terms of turnover or employment. Variables that were significant in explaining the performance of businesses included: business sub-sector (with technical textiles businesses tending to perform more strongly in recent years); and whether a business was account or client managed (ACM businesses tended to have grown more in turnover terms whilst shedding more staff), or had received SMAS or SDI support. Overall however, the model was not particularly well specified, so care should be applied in its interpretation.

5.49
Assessing the impacts of different products or activity types was complicated for several reasons. First, the relatively wide number of products delivered by the Team (and some variation in the way in which products had been prioritised in different years) meant that no statistical analysis of impact by product type was possible. Second, many businesses were unsure of exactly which products they had received and when, and there was a general lack of awareness about the distinction between some products. In addition the Textiles Team’s monitoring information did not record exactly which businesses had received which interventions, but instead simply whether businesses had been ‘regular engagers’ in activities or more occasional engagers in events. Having said this, it was clear that businesses had valued access to industry trend information, whether this had been through trend presentations, trend library, or textiles lab; although it was often difficult for businesses to trace the impact of these interventions through to quantitative impacts on employment and turnover. Participation at showcase overseas events tended to generate more significant levels of economic impact, although the number of companies benefiting was lower.

6 Stakeholder perspectives and strategic added value 

6.1 The section describes the findings from stakeholder consultations. It outlines the views of stakeholders in relation to industry trends generally and the work of the Textiles Team. It then goes on to examine the Strategic Added Value (SAV) of the Team, before considering the contribution the Team makes to the equity and equalities agenda.

Stakeholder perspectives

Industry challenges

6.2 The industry in Scotland continues to adapt to what one stakeholder described as the ‘new paradigm’ in textiles manufacturing. This is about:

· Shorter product development cycles – placing huge pressure on the industry to react;

· More product variety but shorter product runs;

· Increasing cost competitiveness

· More complex logistics – with textiles manufacturers increasingly required to supply direct to retail outlets, rather than to a wholesaler.

· Continuous demand for innovation of product – whether that is through new colours, styles, or materials. 

6.3 During the latter half of 2008 and throughout 2009, the immediate challenge for textiles companies was clearly survival during a harsh recession. Anecdotally, there is some evidence that textiles was harder hit than other manufacturing sectors – the larger companies on the Forum all export more than 50% of produce, with some exporting up to 99% of produce. The US market in particular collapsed – one company reported that US orders were down 80% in the last quarter of 2008, while overall demand has typically been depressed by around 30-40%. Some, but not all, of the companies involved in the Industry Forum have either made redundancies or gone onto short-time working during 2009. 

6.4 However, as evidence of a recovery emerges, combined with last minute seasonal orders in the run-up to Christmas, many companies are now reporting that skills shortages risk harming their ability to respond. One business reported that it has had to turn business away this year because of a lack of staff resource to deliver.

6.5 Indeed, skills shortages are seen as a key threat facing the industry. A number of companies noted that the majority of their workforces are over 50. In the past, textiles businesses have ‘lived-off’ closures and redundancies of other companies, but as the industry stabilises, this becomes less possible. The job shortages are particularly acute in skilled manufacturing occupations – knitters, hand assemblers, hand-cutters, etc – positions that are viewed as ‘artisanal’ by employers. The skills shortages are made worse by the fact that no university teaches technical skills for textiles; activity is largely on the design side. There is some frustration about the lack of clarity on the skills agenda since responsibility for skills shifted to SDS, and especially since the news that Skillsfast UK, the Sector Skills Council, would not have its licence renewed.

Industry Forum

6.6 There is a feeling that the Forum is playing an increasingly proactive and important role in lobbying for the industry and in steering the activities of the Textiles Team. In the early days, the Forum was often seen as a ‘talking shop’ that signed off the Textiles Team action plan but did not drive the industry. In recent years, this position is seen to have evolved, as trust and understanding have built up among members. The shift in early 2009 to thematic rather than sectoral sub-groups is viewed positively by all, and is seen as an important element in widening the appeal of the Forum.

6.7 Some stakeholders would like to see more private sector representation on the Forum, although it is recognised that the commitment required in attending Forum meetings is difficult for smaller companies to make regularly. It was also suggested that greater use of video conferencing would benefit some of the more peripherally based members. 

Textiles Team

6.8 The Textiles Team is viewed as being highly proficient by stakeholders. The individuals in the Team are seen as enthusiastic, proactive and responsive. One stakeholder mentioned that the Team ‘put their heart and soul into it’; while another said that she ‘could not speak highly enough of them’. No negative comments were made.

Textiles Team activities

6.9 The Annual Conference is highly valued by stakeholders, largely because of the networking opportunity that it provides. A number of stakeholders however commented that they thought the 2009 Conference was a bit short (although there is little appetite for a full-day conference).

6.10 The overseas marketing and trade shows were generally viewed positively, although in a minority of cases stakeholders felt that the benefits of some of these events had not justified the costs. There was also a view that more effort should be placed in establishing a stronger UK presence for Scottish textiles, particularly at London shows and in major fashion stores. There was also a minority view expressed that international trade shows may be ‘going out of fashion’ in the internet age, and will require less focus from the Team in the future.

6.11 Other than the Annual Conference and overseas events programme, the Textiles Team does not have any ‘flagship’ projects as such. As a result, many stakeholders found it difficult to identify specific Textiles Team activities that they had benefited from directly. 

Strategic Added Value

6.12 Given the nature of Textile Team activity (one-to-many events, intelligence gathering and dissemination, lobbying, etc.) it is not surprising that it has delivered SAV across a broad range of areas. In the rest of this sub-section we have grouped these elements of SAV into the five SAV categories: leadership and catalytic effects; strategic influence and lobbying; leverage; synergy and improving intelligence; engagement, coordination and alignment.

Leadership and catalytic effects

6.13 The Team, working with the Industry Forum, developed a Scottish Textiles brand which is used to promote the industry at international events and pavilions. The brand is now being taken forward by the Forum, and will culminate in a Scottish Textiles website and point of sale material such as labelling. Although some in the industry are keen to bemoan Scotland’s relatively small resource for branding and events in relation to major European competitors such as Italy and Spain, there is broad recognition that, in terms of branding, the Team has achieved a good deal given the resource available. There is also a view that the industry itself would not have had the resource to develop this branding, and that this has therefore been an important element of the Team’s Strategic Added Value.

Strategic influence and lobbying

6.14 One of the key benefits of the Industry Forum is that it provides a ‘direct voice’ for industry to government. This has produced a number of benefits – for example, the announcement in late 2009 that textiles businesses would be included in the government’s latest round of funding for Modern Apprenticeships is in part due to lobbying from the Forum and Team. The Head of the Textiles Team together with a Forum member were recently invited to present to Members of the Scottish Parliament (MSPs) on the state of the industry, highlighting the challenges faced by textiles businesses during the recession. 

6.15 The Textiles Team itself also plays an important influencing role to government – the Team is seen as being very responsive to information requests from the Scottish Government, which often arise as a result of a question to an MSP from a constituent business, or questions to a minister at parliamentary questions. In this respect, the Textiles Team is thought to ‘know its industry very well’.

6.16 The Textiles team plays an important role in supporting other industry groups. For example, it provides funding to both the Cashmere Club and the Scottish Tartan Authority, and it also provides valued advice and support to the Harris Tweed Association. 

6.17 The Textiles Team has worked hard to improve the image of the industry. The consensus view is that real progress has been made in improving and building on the image of Scottish Textiles in overseas markets, as a result of branding and attendance at key trade shows. There is however also consensus that less progress has been made at improving the image of the industry within Scotland as a place to work – although it is accepted that image within Scotland has to be led by the industry itself through pay, conditions, and stability of employment.

Leverage

6.18 The Textiles Team was instrumental in setting up the Scottish Textiles Academic Group (STAG). STAG is funded through a £94,000 SFC grant, and aims to create a closer fit between what employers want to see offered in terms of training and course development and courses which are actually delivered by further and higher education. STAG is a partnership involving colleges and universities, Skillsfast UK, the Textiles Team, and SQA. STAG itself has led activity around:

· Facilitating a programme of peripatetic training in colleges in the Borders;

· Training supervisory staff in the Scottish Leather Group;

· Increasing the commercial element of Weave Design courses delivered in Scotland;

· Mentoring and facilitating a fashion show which brought together students with the industry, and acted to showcase young Scottish design talent.

6.19 STAG is managed by the Head of Skillsfast UK in Scotland, and Chaired by Cardonald College. The impetus for STAG’s activities has come from the group itself, but it is unlikely that STAG would have got going if it was not for the Textiles Team.

Synergy and improving intelligence

6.20 One of the main aims of the Textiles Team has been to improve intelligence and how it is used across the industry, and there are a number of ways in which this has done this. 

6.21 Many stakeholders have commented on the success that the Textiles Team has had at increasing collaboration across businesses in the industry. Several years ago the industry was very individualistic, but there is now wider recognition among the industry that there are shared challenges, for which working together can bring benefit. There have recently been examples of companies sharing manufacturing facilities to meet tight order demands, and also of companies visiting each others premises to understand new technologies as part of initiatives delivered by the Team (such as Textiles Lab). As well as the larger companies engaged with the Forum, the Team is also instilling this collaborative ethos among the smaller design-led firms in the industry, through a series of workshops on collaboration and marketing. There is a view that the increase in collaborative working has been a positive outcome of the Textiles Forum and work of the Textiles Team. The Annual Conference, as mentioned previously, is also seen very positively as a forum for knowledge sharing among the industry.

6.22 The Textiles Team has also placed a significant emphasis on undertaking and disseminating research on new market opportunities. This has included for example, commissioning consultants to review consumer demand and trends in key export countries such as Russia and Japan. It has also included looking at the feasibility of new domestic markets, such as the supply of fabric to rail operators. The Team also endeavours to look ‘over the horizon’ at emerging opportunities, such as the potential for technical textiles to be supply producers of prosthetic or orthotic products.

6.23 The Textiles Team also links the industry to other relevant organisations, such as the UK Fashion Textiles Association for example.

6.24 The way in which the Textiles Team raises awareness of industry opportunities, provides networking opportunities, and acts as a forum for improved collaboration, is highly valued by the industry, and has led some to refer to the Team as the ‘glue’ which holds the industry together.

Engagement, co-ordination and alignment

6.25 There was a unanimous view from stakeholder consultations that the Textiles Team provides a good link with Account Managers and other services such as SMAS. Businesses on the Forum reported that the distinction between the type of support offered by their Account Manager and that offered by the Team was clear, and that both types of support were important and complementary. There was seen to be good communication between Account Managers and the Team and vice versa, with only one business thinking there would be merit in their Account Manager being part of the Team. Stakeholders also thought that the Textiles Team made good links to SMAS and other types of support – and has been effective in raising awareness of this wider support to the industry, through meetings and newsletter circulation. One stakeholder felt there could be value in improving the link in the other direction, i.e. harnessing more information from SMAS visits back into the Textiles Team, so that the general outcomes of these visits is known by the Team. 

Impact on equalities and diversity

6.26 Promoting equal opportunities is a cross-cutting theme of both Scottish Enterprise and Scottish Government Strategy. Ensuring equality of access for all will help to realise Scotland’s full economic potential and maximise growth prospects.

6.27 The Scottish Enterprise Textiles Team has an important role to play in this agenda, and particularly in regard to three specific aspects of equalities and diversity:

· Provision of support to a geographically diverse industry

· Provision of support to a sub-sectorally diverse industry; and

· Provision of support to micro-businesses and SMEs as well as larger, higher profile businesses within the sector.

6.28 In terms of geographical diversity, the Team has an extremely important role to play. The ethos of the Team is to support the prospects of what is often a rurally-based industry spread throughout Scotland, and therefore to support the rural diversification agenda. Indeed, the Textiles Team is one of the few areas of SE activity that is delivered across the entire country, i.e. including the Highlands and Islands. The Textiles Team has been effective at supporting this geographically diverse industry, with one remotely based business referring to the Textiles Team as a ‘lifeline’, and another stating that the Team was ‘always at the end of the phone’. The Textiles Team attempts to accommodate as many businesses as possible at meetings and events, by using centrally based venues such as Stirling. More recently, the Team has also experimented by having video conferencing facilities available at key meetings, so that geographically isolated businesses can attend ‘remotely’ if not in person.

6.29 As well as being geographically diverse, the textiles industry is also sub-sectorally diverse (knitwear, weaving, technical textiles, etc.). Moreover, many of the thematic strands of the industry are spatially clustered – the cluster of technical textiles firms around Dundee, the Harris Tweed industry on Harris, knitwear in the borders, etc – and each of these sub-industries play an important role within their local economies. The Textiles Team has to-date performed an admirable job in terms of providing a broad range of activities and services for this diverse industry, combining an effective mix of generalist activities that appeal to all sub-sectors with some more specialist activities aimed at particular sub-industry sectors. 

6.30 The textiles industry is also characterised by a large proportion of micro-businesses (0-9 employees) and sole traders. Although the Textiles Team has tended to support the larger companies rather than the sole traders and micro-businesses, this is not as a result of factors which would lead these businesses to be excluded. Instead, it simply reflects the greater difficulties in engaging small companies (which tend to have less capacity to partake in external events than larger businesses). Indeed, there are a number of examples of sole traders and micro-businesses who have received support from the Team, particularly through initiatives such as Textiles Lab and Trend Library.

6.31 In summary, the Textiles Team makes an important contribution to the equity and equalities agenda. It does this by engaging geographically remote businesses, businesses in different industry sub-sectors, and businesses of varying size (regardless of whether or not those businesses are part of the ‘top-200’ account and client managed businesses). The Team plays an important role in ‘bringing the industry together’ and in ‘making me [small business] feel part of something’.

6.32 Going forward, it will be important that the Team continues to explore further ways in which it can make its services accessible to all businesses, regardless of their geographical location or specific focus. This may include further use of new technology, such as video-conferencing. A stronger web-site presence, including links to useful information, videos from conferences and other events to download, and a discussion forum, would also help in this regard. 

Progress against key industry targets

6.33 As noted in Section 2, the Textiles Industry Strategy set various targets for the industry over the period 2007 – 10. Table 6.1 below reports progress on these targets. The first target was to increase industry GVA. Analysis as part of this evaluation suggests that GVA has continued to fall. The second target was to increase the proportion of companies in high turnover bands. No baseline information is available, but the number of companies in high employment bands has fallen significantly. However, although on face value these targets have not been met, it must be borne in mind that the industry has been going through a period of long-term restructuring (as discussed in Section 2), on top of which has come the more recent recession. And although these headline targets may not have been met, evidence from this evaluation suggests that the Textiles Team has helped to increase both industry turnover and employment within the wider context of declines. 

6.34 The third target was to increase the proportion of the workforce in highly skilled jobs. This target has been achieved, with the proportion of the workforce in highly skilled occupations increasing significantly over the period. Progress against other industry targets is difficult to assess as the targets do not relate to specific indicators, and there is no baseline data on which to review progress. 
Table 6.1: Progress against industry targets

	
	Previous estimate
	Current estimate

	Increased GVA
	£355m (2004)
	£245m (GEN, 2010)

	Increased proportion of companies in £20-£50m and £50m+ turnover bands
	18% employ 50 – 249; 

< 1% employ 250+ (Ecotec 2007)
	8.3% employ 50 – 249; <1% employ 250+ (GEN, 2010)

	Increased growth in sales from new products to above UK average
	n/a
	28.5% sales from new products(GEN, 2010)

	Increased proportion of workforce in highly skilled jobs
	13% (Ecotec, 2007)
	56% (GEN, 2010)

	Enhanced positive promotion of industry domestically and globally
	No indicator

	Increased cross-sector collaborations
	No indicator

	Continued close industry/ public sector linkages
	No indicator

	More global brands
	No indicator


Summary

6.35 The Textiles Industry in Scotland continues to adapt to the ‘new paradigm’ in manufacturing – greater variety, continuous innovation, and more responsive to consumer demands and trends. The recession has been hard for the industry, especially for those reliant on US and Japanese export markets, and a majority of firms have either made redundancies or gone onto short-time working at some point. There are now signs of an emergence from the recession, but this is providing a new challenge for companies, as they struggle to meet increasing demand with a reduced skills base.

6.36 The Textiles Team makes a valuable contribution to helping the industry overcome these challenges. Access to industry information and trends and knowledge of emerging product markets provide firms with important information on which to base business decisions. The Industry Conference is seen as vital in bringing the industry together to share information and challenges whilst the support available for overseas visits is also seen positively. An area of concern is around the skills agenda, where there is uncertainty over who is leading the agenda proactively since the transfer of skills responsibilities from SE to SDS, and more recently the announcement that Skillsfast UK would not be having its licence renewed.

6.37 The Industry Forum is seen to be working well as the ‘voice’ of the industry, and the recent re-structure of the Forum around a thematic, rather than sub-sectoral, structure is viewed positively.

6.38 The Textiles Team provides significant Strategic Added Value to the industry. The Team has been described as the ‘glue’ which holds the industry together; and has over the recent years provided the impetus for the creation of the Scottish Textiles brand, and the creation of the Scottish Textiles Academic Group. The Team, in conjunction with the Forum, plays an important lobbying role, which recently was instrumental in securing Government funding for apprenticeships, and which is now taking forward discussions on skills with SDS. But perhaps the Team’s most valued role is in disseminating industry information and trends and providing a market foresighting role. This role is valued by industry and government stakeholders alike – and for industry, the benefits of this activity are largely seen to be distinct from the services received from other forms of support such as SE Account Management or SMAS.

7 Conclusions and recommendations

Conclusions

Industry

7.1 The textiles industry in Scotland continues to deal with structural change. The past decade has seen a rapid decline in textiles manufacturing employment (in total down 22,000 or 70% between 1998 and 2008). Over the same period the number of textiles and apparel manufacturing firms fell by 34%, from 671 to 440. Textiles share of manufacturing employment and GVA has approximately halved. Since 2006 however there does seem to have been some stabilisation within the industry, with a marked decrease in the rate of decline of employment and business numbers. This is backed up by the results of the business survey undertaken in this study, which shows average business size (in employment terms) remaining constant over the period 2006 to 08. 

7.2 Despite this negative backdrop, there is evidence that the Scottish textiles industry is moving up the value chain. Compared to the previous textiles survey in 2007, this research has found that Textiles establishments are on average investing more in R&D. There has also been an increase in the proportion of industry employees categorised as being in ‘high value employment’. Furthermore, there is evidence that the industry is becoming more internationally focussed, with official Government data showing evidence of an increase in the proportion of textiles output that is exported. 

7.3 The past 18 months however have been especially tough, with some evidence that the textiles industry has been disproportionately hard hit by the recession, partly due to the significance of luxury end markets in US and Japan. However, the industry is now seeing signs of recovery, and dealing with increased demand. This, combined with the trend towards more variety, shorter product runs, and the need for more responsive demand, is placing increasing strains on the industry’s ageing labour force.

7.4 The textiles industry is very diverse, and some businesses – particular those in the technical textiles sub-sector, and those that have been able to invest in new products and new production approaches – are in a stronger position than others. Key challenges for the industry in the short-term are skills shortages and access to credit in the wake of the credit crunch. Over the longer term, the key challenges for the industry are to diversify its portfolio of product and export markets, and continuing to innovate to maintain its reputation within high-quality niches.

Textiles Team

7.5 The SE Textiles Team, which has been in operation since 2001, has established itself as a well known and respected source of support for the industry. The Team is relatively small, has limited resources (especially in the context of the support provided to the textiles industries in Italy and Spain), and has the added challenges of dealing with an industry which is diverse geographically and sub-sectorally. 

Activities and engagement

7.6 The role of the Textiles Team is not to provide one-to-one business support, but instead to provide generic support to the industry across Scotland. Operational activity is carefully planned to complement and add value to core SE products such as Account Management, R&D Grants, SMAS, etc., and largely focuses on the provision of ‘one-to-many’ events, workshops and presentations. These are designed to enhance uptake of new technologies, increase levels of collaboration and investment in R&D, and raise awareness of key industry trends generally. The Textiles Team also works to raise the profile of the Scottish industry at overseas trade fairs, and supports individual businesses to exhibit at international events. 

7.7 Over each of the past three years the Textiles Team has achieved around 200 business assists, which is somewhat below the anticipated profile (which was to achieve closer to 300 assists each year). Over the past three years the Team has engaged with some 200 individual businesses, which is slightly less than half the industry total. However, within these 200 assisted businesses there is a ‘hard-core’ of around 60 businesses who engage frequently in a variety of Textiles Team activities (and who tend to be Account Managed), while the remaining 140 businesses have engaged only infrequently. 

Satisfaction

7.8 Survey results show that the vast majority of the businesses who have engaged with the Textiles Team are satisfied (or very satisfied) with the support received and plan to continue to take advantage of the Team’s services. For account managed businesses who are heavily engaged in Textiles Team activity, the distinction between Textiles Team support and the role of the Account Manager is largely felt to be clear. For businesses who are less regularly engaged with the Textiles Team however, there is some lack of clarity around the roles of the two support types, and this lack of clarity is compounded in cases where the individual who engages with the Textiles Team is different from the individual who engages with the Account Manager. 

7.9 The reasons why some businesses do not engage with the Textiles Team are varied, but most often relate to a lack of understanding of what the Textiles Team offers, or a preconceived notion that the business will not be eligible for support (in particular, micro- businesses often think that SE’s remit is limited to companies of much larger size). There are relatively few instances of businesses not engaging because of a view that they do not need the support offered. 

Efficacy of Textiles Team products

7.10 It has been difficult to reach definitive conclusions on which Textiles Team products (or activities) are most effective at addressing particular market failures or industry challenges for several reasons. First, many businesses surveyed are unclear exactly which products they have benefited from, and the monitoring information recorded by the Team has only distinguished between ‘regular’ and ‘occasional’ support. Second, where businesses have benefited from more than one activity type, they have not always been able to recall which activity led to which outcome. Third, the relatively low numbers of businesses reporting a quantitative impact from intervention means that, even if more information on products received was available, it would be difficult to infer any correlation between product and impact.

7.11 Nonetheless, survey results and subsequent discussions with businesses clearly demonstrate the value that businesses place on being able to access information on industry trends, particularly through the ‘trend presentations’ and ‘trend library’. The importance of the trend library and trend presentations partly reflects that this has been one of the more commonly delivered activities over the past three years. It is particularly small businesses who appear to have benefited from industry trend information (presumably because they do not have the capacity to access this themselves), although most businesses find it difficult to make a connection from this activity to a quantifiable business outcome. For those businesses that have been supported to participate in overseas trade visits, this activity has in some (but by no means all) cases led to quantifiable business impacts.

Impact

7.12 In terms of impact on business performance, 8 out of 60 businesses said that the Textiles Team had had an impact on employment, while 18 out of 60 businesses (almost one third) said that the Team had had an impact on turnover. The net impact of support was good. When account was taken of impacts to date, predicted impacts and persistence then to 2016 it was estimated that turnover in supported companies had increased by £60 million, creating additional GVA of £19 million in the Scottish economy. At its peak 67 additional jobs were created. These impacts have been achieved at a time of industry contraction more generally. However, these estimates are subject to fairly large margins of error.
7.13 Nonetheless, given the nature of the support provided (largely focussed on ‘one-to-many’ events rather than one-to-one support and funding) these impacts are relatively significant.  

7.14 When account is taken of cost of the Textiles Team activities then the impact ratio (GVA created per £1 of SE spend) is around 1:7: within the parameters that SE’s Business Plan has claimed for all of its interventions
. However, the cost per job (at around £41,000 is high), which may reflect the fact that employment in the sector has been in decline.
Strategic added value

7.15 The Textiles Team plays an important Strategic Added Value (SAV) role, which includes supporting a number of sub-sector groups and forums (such as the Harris Tweed Association and Scottish Tartans Industry Association) both in a financial and an advisory capacity, facilitating the development of an industry brand and using this to represent the industry overseas, and providing information on industry trends to Scottish Ministers and other industry stakeholders.

7.16 The work that the Team has led to encourage greater industry interaction and collaboration is also seen to have played an important role in improving the resilience of the industry – and the team has been referred to by several businesses as the ‘glue’ that holds the industry together in this respect.

Market Failure

7.17 The 2006 Board Approval Paper set out the rationale for the Textiles Team at the time, and identified four key market failures to address: low investment in R&D, low level wages and salaries which impact on productivity and growth, weaknesses in the supply chain, and issues associated with the small scale and limited ambition of the industry’s SMEs. 
7.18 These issues are being overcome to an extent – R&D investment is increasing across the industry, and a higher proportion of the industry is employed in high value occupations. However, the industry remains highly fragmented. While there are signs that productivity is increasing, as average business size decreases, fewer and fewer firms have the capacity to invest time or resources in understanding industry trends, exploring opportunities to implement new technologies or diversify into new markets, or forming collaborative ventures with other businesses or research organisations. Furthermore, at a time when the industry as a whole faces a number of critical issues - relating in particular to its image within and outside Scotland, and the urgent need to address skills shortages – there is an important role to play in providing a leadership and coordination role for the industry to make itself heard. 

7.19 There is therefore a continued market failure argument for ongoing support to the Textiles Team, based around the following market failures
:

· Imperfect information: businesses’ unwillingness to invest in R&D or new technologies and processes because of uncertainty over the potential costs and benefits of doing so.

· Provision of club goods: information on industry trends and foresighting are forms of club good, i.e. a good that is excludable but non-rivalrous. Club goods are characterised by the fact that some businesses may be excluded from ‘consumption’ even though there is no additional cost to them ‘consuming’ the information. In this case there is an equity argument for intervention to broaden access to the club good (which in this case is information on industry trends and foresighting).

· Co-ordination problems: in theory the textiles industry has an incentive to collaborate on issues such as industry branding and profile raising. In reality however this is unlikely to occur given concerns of free-riding. These types of industry issues therefore require intervention to ensure appropriate coordination. 

Future Textiles Team challenges

7.20 Businesses that have been ‘supported’ by the Textiles Team in the past three years are more likely to have grown in employment, turnover and profit terms during the past three years, and are more likely to forecast growth in coming years. Whilst evidence suggests that this is a consequence of the type of businesses participating in activity – rather than a result of the support itself – a key challenge for the Team will be to broaden the portfolio of businesses who participate in their activities. This may be difficult because of the time constraints that these businesses face, and may require the Team to consider more innovative ways of disseminating information. The recent restructuring of the Textiles Forum, along thematic rather than sub-sector lines – should help in this engagement process. 

7.21 Other challenges for the Team include: taking forward the skills issues through joint work with SDS and ongoing lobbying of government and other stakeholders; continuing to develop the Scottish brand as well as the image of the industry within Scotland; promoting R&D and innovation within the business base to ensure that niches are retained and developed; and supporting the industry to break into new product and international markets. The Team will have an important role to play in these agendas, especially given the relatively small size of many of the businesses in the industry – which means that businesses’ own scope to explore emerging market opportunities and technologies is limited.

Recommendations

7.22 This evaluation has demonstrated that the Textiles Team plays a respected and valued role at the heart of the industry. The market failures that were identified at the start of the 2006/7 – 2008/9 period remain prevalent – the sector continues to make the transition to a high value, niche industry, and is constrained in doing so because of the scale of the industry, its diverse and dispersed nature, and the ambition of some of its traditional businesses. There continues to be therefore a clear role for the Textiles Team going forward, specifically around addressing industry wide issues that limit the sector’s long term growth prospects. The performance of the Team to-date has been well received, and the recommendations focus on marginal changes rather than fundamental refocusing. 

Monitoring and tracking

7.23 Having an accurate picture of the industry, and its geographic and sub-sectoral make-up is a critical first step in providing quality support to the sector, and in understanding the impact of that support. There are two areas in which improved monitoring and tracking would support the Textiles Team in effectively targeting interventions, and in reviewing the effectiveness of those interventions over time. 

7.24 Recommendation 1: Developing an indicator framework. A logic chain should be developed to contextualise the rationale for Textiles Team support and how the outcomes of Team activity will be tracked over time. As such, the framework should include: key baseline indicators of industry performance; output indicators which reflect engagement and uptake of Textiles Team activity by the industry; and indicators of outcomes and impacts of Team activity, with targets to be achieved by 2012. Such a framework will focus attention on the key indicators to be measured, and, together with robust monitoring information on business uptake, enable the team to target intervention towards those activities which deliver the most significant impacts.

7.25 Recommendation 2: Improved client management systems and monitoring of activity uptake. There is scope for the Team to develop an enhanced approach to client management and the monitoring of uptake of different interventions. The Team should develop a database of all known textiles businesses and key contact details. This database can then be used to record any contact made with each businesses, the outcomes of the communication, and the take-up or participation by businesses in specific Team activities. In turn, this will allow the Team to keep a closer tab on the types of requests and comments that are being made by businesses of different type, and the effectiveness of these intervention types. 

Activity and engagement

7.26 Textiles Team activity has seen a recent shift in strategic focus, away from traditional Scottish Enterprise led interventions towards increasingly industry-led strategy and activity (i.e. the industry is playing an increasingly central role in helping to prioritise the work of the Team). The product/ activity mix delivered by the Team has shifted significantly, and is driven by the Industry Strategy and Scottish Government research into the economic downturn. These changes mean that several of the Team activities delivered during the 2006-9 period are no longer available. 

7.27 Products are now being delivered within the themes of: maximising markets; improving customer intimacy; value through innovation; and improving industry profile. This represents an appropriately broad mix of intervention types, and includes activity focussed on innovation, collaboration, marketing, exporting and trend forecasting. Nonetheless, the following recommendations around activity and engagement can be made.

7.28 Recommendation 3: Broadening the engagement profile. Over the past three years, the Team has engaged with around 200 businesses in total, although only around 60 of these engage regularly with the Team. The Team should challenge itself to work with a broader cross section of the industry (both in terms of the total number of companies engaged, and the proportion of these that are engaged regularly) and set itself realistic targets in this regard. Achieving these targets will require the Team to market itself proactively through a variety of channels, and place an increasing focus on aftercare – ensuring that all event attendees, and all those making informal enquiries about events – are followed-up to gather feedback and suggestions for future activity. The recent widening of the Industry Advisory Group will form an important platform to build on in this regard.

7.29 Recommendation 4: Continuing to support the transition to a high-value industry. The Textiles Team plays a valuable role in supporting the industry’s growth agenda. The broad thrust of the Team should therefore continue to be to address industry-wide issues to support the transition to a higher-value industry, particularly around: industry intelligence and dissemination, market foresighting (new products, technologies and markets), raising awareness of the scope and potential for increased innovation and R&D, and promoting collaboration and networking across the industry. Industry trend information is particularly valued by the industry, and it should continue to be provided in a variety of forms.

7.30 Recommendation 5: Clarifying the link and complementarity with Account Management: For businesses who regularly engage with the Textiles Team, the distinction between the Team’s activities and the role of Account Managers is clear. For those who engage less regularly, this distinction is less clear. The Textiles Team should continue to work closely with Account Managers of textiles companies to ensure that all businesses are aware of the different types of support available from the Team and Account Managers – and that a good flow of information between Account Managers and the Textiles Team is maintained, ensuring that industry support to evolve responsively to need.

Strategic coordination role

7.31 The Textiles Team is playing an increasingly important role in coordinating the needs of the industry, both from a national and international context. The role that the Team plays in providing strategic leadership for the industry should focus in the following areas.

7.32 Recommendation 6: Promoting the skills agenda. Throughout the evaluation, skills shortages have frequently been highlighted as the key issue faced by the sector. Although Scottish Enterprise does not have a direct remit on skills issues, the Textiles Team has an important role to play in supporting the industry, especially given the recent demise of Skillfast, the Sector Skills Agency. The Team should continue to build on the good work already undertaken to establish links with Skills Development Scotland, and maintain a regular and ongoing dialogue with SDS. In this way, the Team can act as the link between the industry and SDS, ensuring that the industry and its requirements are effectively represented within the Agency.

7.33 Recommendation 7: Promoting industry image. The Team’s activities to-date have been successful in promoting the Scottish textiles brand overseas. However, the industry still suffers from a relatively negative image within Scotland. There is scope to build on the Textiles Scotland brand to build industry profile and to improve the image of the industry. This should seek to dispel the image of the industry as declining, and focus on promoting the image of a high value, knowledge intensive industry that is attractive to graduates and the younger workforce. 

Annex A: Stakeholders consulted

	Name
	Organisation/ company

	David Breckenridge
	Alex Begg

	Ken Clark
	Fielding Group

	Lorna Macaulay
	Harris Tweed Authority

	Margaret McLeod
	Highlands & Islands Enterprise

	Bob Low
	J & D Wilkie

	James Sugden
	Johnstons Cashmere

	Blair MacNaughton
	MacNaughtons

	Ken Pasternak
	Peter Scott

	David Gass
	Scottish Enterprise

	Cathy Black
	Scottish Enterprise Textiles Team

	Hazel Brodie
	Scottish Enterprise Textiles Team

	Stewart Roxburgh
	Scottish Enterprise Textiles Team

	Brigitte Vogele
	Scottish Government

	Brian Wilton
	Scottish Tartans Authority

	Stephen Boyd
	Scottish Trade Union Congress 

	Fiona Topping
	SDI

	Jacqui Cullen
	Skillfast UK


Annex B: Comparison of actual and achieved sample

Sub sector

Textiles companies were grouped into sub sectors according to their primary activity (as recorded by the Textiles Team). A comparison of the overall sample compared with the achieved sample for Groups 1 and 2 is shown in Table A.1.

Table A.1: Sub sector make up of sample

	
	Group 1
	Group 2

	
	Overall 
	Achieved 
	Overall 
	Achieved 

	Knitwear 
	9%
	12%
	4%
	3%

	Weaving 
	15%
	20%
	5%
	12%

	Apparel 
	14%
	7%
	15%
	13%

	Leather 
	2%
	0%
	2%
	2%

	Technical textiles 
	5%
	2%
	3%
	3%

	Other (inc. designers)
	54%
	58%
	63%
	60%

	Unknown 
	1%
	2%
	8%
	7%

	Number of respondents 
	190
	60
	205
	60


Source: SE Textile Team, 2009

Employment and Turnover 

Establishments in each sub sector were ranked by size. The Textiles Team provided information, where available, on turnover and employment. Due to differences in the collection methods, absolute figures were available for some establishments and banded figures for others. In cases were absolute turnover and employment figures were provided, these were banded to allow for comparison. 

Employee numbers were used as the primary indicator of establishment size as data on employment was more complete than that on turnover. A comparison of the overall sample compared to the achieved sample for Groups 1 and 2 are shown in Tables A.2 and A.3.  

The table show that Group 1 is characterised by slightly larger establishments than Group 2. This is reflected in the achieved sample. However, there is a large volume of missing data for both Groups 1 and 2. 

Table A.2: Employment profile 

	Employment 
	Group 1
	Group 2

	
	Overall 
	Achieved 
	Overall
	Achieved 

	0 to 5
	33%
	40%
	31%
	37%

	6 to 24
	11%
	15%
	24%
	27%

	25 to 100
	23%
	18%
	7%
	2%

	101 to 250
	7%
	2%
	1%
	0%

	250 +
	2%
	2%
	0%
	2%

	Unknown
	25%
	23%
	36%
	33%

	Number of respondents 
	190
	60
	205
	60


Source: SE Textile Team, 2009

Table A.3: Turnover profile 

	Turnover 
	Group 1
	Group 2

	
	Overall 
	Achieved 
	Overall 
	Achieved 

	£1-£10K
	3%
	3%
	6%
	7%

	£10-£50K
	12%
	15%
	9%
	12%

	£50-£100K
	3%
	3%
	4%
	8%

	£100-£250K
	5%
	8%
	4%
	2%

	£250-£1M
	11%
	12%
	9%
	10%

	£1-£5M
	12%
	13%
	8%
	7%

	£5M+
	12%
	7%
	2%
	0%

	Unknown 
	43%
	38%
	57%
	55%

	Number of respondents  
	190
	60
	205
	60


Source: SE Textile Team, 2009
Other support

To isolate the impact of the Textiles Team it is important to understand the nature of other support that establishments have received from SE and its associated organisations. This includes: Account and Client Management (ACM); Regional Selective Assistance (RSA); and the Scottish Manufacturing Advisory Service (SMAS)
. 

The Textile’s Team were able to provide information regarding establishments which are account or client managed (as at April 2009) and establishments which have received support or a business review from SMAS. The team also provided data on those establishments which were offered RSA awards. A comparison of the overall sample compared to the achieved sample for Groups 1 and 2 is shown in Table A.4.

Table A.4 shows that:

· The percentage of establishments which are Account or Client managed is considerably higher in Group 1 as compared to Group 2

· A similar finding is highlighted in relation to SMAS support (although the difference is not so significant)

· A small number of companies in each group have received the offer of an RSA award. Recipients of RSA grants are included in the achieved sample of supported (Group 1) establishments

Table A.4: Other support  
	Turnover 
	Group 1
	Group 2

	
	Overall 
	Achieved 
	Overall 
	Achieved 

	ACM
	23%
	22%
	4%
	2%

	SMAS
	13%
	10%
	4%
	3%

	RSA
	1%
	3%
	0.5%
	0%

	Number of establishments
	190
	60
	205
	60


Source: SE Textile Team, 2009

Annex C: GVA Impacts Profiled over 11 Years
	
	2006
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015
	2016
	TOTAL

	Population turnover (£m)
	£7.020
	£9.168
	£8.014
	£4.673
	£5.117
	£5.680
	£6.183
	£4.946
	£3.957
	£3.166
	£2.532
	£60.456

	GVA (based on the turnover:GVA ratio being 2.91) (£m)
	£2.412
	£3.151
	£2.754
	£1.606
	£1.758
	£1.952
	£2.125
	£1.670
	£1.360
	£1.088
	£0.870
	£20.746

	GVA discounted (£m)
	£3.449
	£3.043
	£2.572
	£1.449
	£1.531
	£1.644
	£1.730
	£1.313
	£1.032
	£0.799
	£0.617
	£19.179
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� http://www.scottish-enterprise.com/publications/business-plan2009.pdf


� Note: a Group 1 establishment reported total employment of 2000 and PT employment 600. This outlier has been excluded for the purpose of analysis


� In line with previous surveys of the textiles industry, the survey did not provide a specific definition of ‘high value jobs’, but respondents could be prompted with the statement that high value jobs include ‘managerial, professional, associate professional and technical occupations’. 


� If we compare median figures Group 1 has an average of 59% of employees in high value jobs. This is compared to 33% in Group 2. 


� The survey defined R&D as: Research and experimental development (R&D) comprise creative work undertaken on a systematic basis in order to increase the stock of knowledge, and the use of this stock of knowledge to devise new applications’. This definition is consistent with that used in the previous (2007) survey of the Textiles Industry.


� The survey did not distinguish between Scottish and UK sales.


� As indicated by ABI data for 2008 (where the Textiles industry is defined according to SIC codes 17, 18 and 19.


� � HYPERLINK "http://www.scottish-enterprise.com/~/media/SE/Resources/Documents/ABC/Business-plan-2011-14-revised-2-june.ashx" ��http://www.scottish-enterprise.com/~/media/SE/Resources/Documents/ABC/Business-plan-2011-14-revised-2-june.ashx� Section 9.





� � HYPERLINK "http://www.scottish-enterprise.com/~/media/SE/Resources/Documents/ABC/Business-plan-2011-14-revised-2-june.ashx Section 9" ��http://www.scottish-enterprise.com/~/media/SE/Resources/Documents/ABC/Business-plan-2011-14-revised-2-june.ashx Section 9�





� Based on OffPAT Advice Note 1/2009: The rationale for public sector intervention in economic development and regeneration programmes and projects.


� The Textiles Team work closely with SDI. It was not therefore possible to look at support provided by SDI separately from that of the Textiles Team. 
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