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executive summary

introduction

The Scottish Enterprise (SE) Network since 2001 has sought to realise the high growth potential of innovative and ambitious Scottish companies.  To do this the Network has segmented the market and companies are selected for Account Management support on the basis of their importance to the economy – where sustaining the business or improving its performance produces significant economic impact 

SE Renfrewshire commissioned an evaluation of the progress made with regard to its account management activities.

The overall objective of the evaluation is to gather robust economic intelligence on the effectiveness of SE Renfrewshire’s account management support to client companies spanning three operating years from April 2001 – July 2004, focusing on:

· the contribution to GVA from account managed companies over the three year period April 201 - July 2004.;

· the extent to which market failure has been met with the client group; and 

· the feedback on the account management approach.

The method adopted involved documentation and data review, consultations with SER AMs and a survey of assisted businesses. The survey of assisted businesses was carried out in February and March 2005.  In consultation with the SER Account Managers an initial population of 72 companies was reduced to a core of 37 active accounts likely to provided usable survey data.  Up to three attempts were made with each contact to arrange a telephone or face-to-face interview.  By the close of the survey 23 such interviews had been conducted. The balance of the 35 companies were then invited to take part in a shorter on-line survey.  By the close of the survey a further five responses had been received.  The total sample population was therefore 28 companies. 

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

company perspectives

Through a survey of assisted businesses we sought to establish how SER’s assistance had impacted on the organisation as a whole.  The business change model focuses on the following key components:

· awareness:
· in general participants became aware of the support that they could receive from SER through either a direct contact from or to SER;

· understanding:
· overall there appeared to be a clear understanding of what SER was seeking to achieve through the account management process – a clear focus on employment gain, skills development and more targeted support to meet individual company needs; 

· reaction:

· there is a high degree of satisfaction (79% “agree/strongly agree”) that service provided by SER Account Managers currently meets their company needs.  There is also evidence to suggest an improvement over time, implying that satisfactory progress has been and is being made in addressing the constraints impacting on businesses;

· learning:
· application of new information and skills is spread over a number of broad but inter-related fields.  Management practices are the most common area cited but is often associated with training initiatives within the organisation, marketing improvements and new administrative approaches. R&D programmes have been linked to marketing drives and have required retraining in new production processes;

· behaviour:
· the account management relationship had changed attitudes or behaviour in terms of: an improved attitude towards SER and the Network leading to greater trust and understanding; a greater awareness or knowledge of key issues facing their businesses and how to react to them; a more professional management structure and improved management practices; and better strategic focus and direction for the company;

· relationships:
· almost half the sample reported that participation had helped them form relationships with other businesses.  Mostly these were service providers and mainly located in Renfrewshire but did encompass other networking activities.  Two companies mentioned export partnerships specifically and some companies had shared experiences and solutions to common problems with other (non-competitor) enterprises of similar size, structure and/or background;

results:
· impact data shows that SER’s support led to a growth in sales and employment, and in a number of companies SER assistance resulted in jobs being safeguarded.

account managers’ perspectives

As part of the evaluation study, formal structured interviews were conducted with SER’s Account Managers.  In summary their views were as follows:

· the account management process sits well within the current strategic frameworks under which the network operates;

· a segmentation approach was necessary given the limited resources available to the Network;

· an increase in the discretionary funds available to Account Managers would be welcome, as it increases their ability to directly address company specific issues;

· the key strengths of the AM process were linked to the building of relationships with companies, and their business background;

· weaknesses were linked to the bureaucracy and the rules and regulations which could work against commercial interests;

· the Account Manager is seen as a good co-ordinator of activity or as a first point of contact for the company, and if appropriate they are happy to refer the company on to other agencies;

· a formal exit strategy was not welcomed;

· improvements were linked to addressing the weakness and building on current strengths.

economic impacts

The economic impacts resulting from the delivery of support by SER account managers to companies are summarised in Table 1.

	TABLE 1: SUMMARY ECONOMIC IMPACTS

	Programme Cost 
	£1.73m


	Gross Attributable Sales
	£8.75m

	Gross Attributable FTEs
	252

	Net sales – local 
	£2.96m

	Net sales – national 
	£2.95m

	Net employment – local 
	286.8

	Net employment – national 
	259.5

	Cost per net job –  local 
	£6,031

	Cost per net job – national 
	£6,665

	GVA contribution – local 
	£7.84m

	GVA contribution – national 
	£7.15m

	GVA per employee – local 
	£27,335

	GVA per employee – national 
	£27,560


conclusions

The conclusions, organised around the objectives of the study, are as follows:

· the contribution to Gross Value Added linked to account management relationships:

· the intervention made positive contributions to sales and employment growth, which in turn contributed to GVA growth of over £7m and £27,000 per employee;

· the extent to which market failure has been met with the client group:

· a number of market failures were addressed, linked primarily to risk aversion;

· the feedback on the account management approach:

· feedback from assisted businesses were largely positive, with companies expressing a high degree of satisfaction with the support.  Only a few weaknesses or need for improvements were identified; and

· value for money:

· the account managed job outcomes fall towards the lower end of EKOS evaluated programmes; the account management process can therefore be regarded as offering value for money.

recommendations

We recommend that SER:

· revisit each account managed company’s status to review whether they remain a high growth company.  We would suggest that sales growth potential be the yardstick against which a company’s status be measured – this is in line with the recommendation within SER05(MAR)08, a SER Board paper;

· consider the balance between the number of account managers and the number of account managed companies to afford greater opportunities for the account manager to work more intensely with each company.  This can be achieved by a combination of additional account managers and a reduction in the number of active account managed companies; and

· account managers begin to shift the relationship away from providing financial assistance to the companies in reaction to an immediate or short term need towards a proactive relationship that focuses on the longer term growth strategy of the company.

1. introduction

This report has been prepared in response to a brief issued by Scottish Enterprise Renfrewshire (SER) to conduct an evaluation of SE Renfrewshire’s support to Account Managed companies
, over the period April 2001 to July 2004.  

As outlined in A Smart Successful Scotland, one of the key strategic themes for the Scottish Enterprise (SE) Network since 2001 has been to realise the high growth potential of innovative and far-sighted Scottish companies.  In order to do this the Network has segmented the market in which it operates –and has assigned Account Managers to companies that have shown such growth potential and actually realise such potential through the tailored support delivered by SE.  The continued importance of the SE Network’s account management activities is highlighted in the SE Network Operating Plan, 2004-2007.  In particular, it is the Network’s aim to “make significant improvements in performance” with such account managed companies against agreed company specific development plans.

Through its account management activities the SE Network aims to build strategic relationships with companies with very real, high growth and value added potential to be realised at the local Renfrewshire level and the national Scottish level.  

SE Renfrewshire therefore commissioned an evaluation of the progress made with regard to its account management activities, with focus given to the outputs and impacts already achieved and to the level of anticipated future outputs and impacts.  It is anticipated that this study will be used to inform the future development and operation of SE Renfrewshire’s (and the SE Network’s) account management activities.

1.1 study objectives

The overall objective of the evaluation is to gather robust economic intelligence on the effectiveness of SE Renfrewshire’s account management support to client companies over the period April 2001 to July 2004.

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

· the contribution to GVA from account managed companies over the three year period April 201 - July 2004.;

· the extent to which market failure has been met with the client group; and 

· the feedback on the account management approach.

The invitation to tender makes explicit a range of other issues on which the study must comment.  These include normal full impact evaluation considerations such as the type and level of additionality, displacement and multiplier effects with regard to such public sector support.  

In addition, the study should provide the client with recommendations for the future development of account management support to Renfrewshire companies.

1.2 study method

The study was conducted in three stages:

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

· agreeing the method and arranging access to any necessary documentation held by the client

· a documentation review and an assessment of key demographic and market indicators 

· designing questionnaires

· consultations with SER Account Managers;

· Stage 2: Fieldwork Programme:

· set up, delivery and processing of a survey programme of a sample of Account Managed companies; and

· Stage 3: Analysis, Learning Workshop and Reporting.

· analysis of survey results

· preparation of economic impact models

· conduct learning workshop; and

· delivery of agreed final report.

1.3 structure of the report

The remainder of this report is structured as follows:

· Chapter 2: Project Description:

· presents an overview of the account management process;

· Chapter 3: Consultations:

· reports on the consultations with Account Managers;

· Chapter 4: Company Survey:

· reports on the detail results from the surveys;

· Chapter 5:  Economic Impact:

· reports on the impacts that the SER support through its account management process has had on the company and the local and national economies; and

Chapter 6: Conclusions & Recommendations:

· organises the evaluation conclusions around the study objectives

· presents a brief set of recommendations.

project description

1.4 introduction

In Chapter 2 we present a brief overview of:

· the customer segmentation approach;

· SER account management process;

· KMIS reports; and

· Expenditure.

1.5 customer segmentation approach

In 2001, the Scottish Enterprise Network (SEN) embarked on the Business Transformation Programme, which was designed in part to improve the way it delivers its services.   The Programme studied the best way to meet customer needs as efficiently and as effectively as possible.  One of the early actions was to prepare a standard customer segmentation strategy across the Network.  The customer segmentation model – see Figure 2.1 - aims to allow the Network to focus on the needs of each segment, supplying appropriate services as transparently and as effectively as possible.  

The Programme was developed through a series of initiatives, which addressed specific aspects of the Network’s delivery of services.  Three of these initiatives had a direct bearing on the account management service by seeking to improving consistency in the:

· selection of high-growth businesses (market segmentation);

· level of service offered; and

· range of assistance offered by the LEC (consistent Network product).

Growing businesses is a key priority in the Scottish Executive’s economic development policy as set out in A Smart, Successful Scotland.  The SEN provides advice and financial assistance to both encourage new business start-ups and develop existing businesses to achieve their potential.  A Smart, Successful Scotland identifies greater entrepreneurial dynamism and creativity as a key priority for growing businesses, and SEN supports businesses by:

· working to develop the infrastructure necessary to allow businesses to expand their markets and improve their productivity;

· providing direct support to projects being undertaken by businesses; and

· providing advice to businesses on how they might achieve their potential.

Existing businesses identified by SEN as having significant potential for growth are provided with an account management service defined as an “intense, proactive and bespoke service provided to those businesses with the greatest growth potential”.  SER has therefore identified businesses within Renfrewshire, which it has judged will benefit most from the service SER can provide.  Each of these businesses is then allocated an Account Manager to help the business’s development. An Account Manager generally has business experience and works with the business by: providing advice on business planning; directing the business to sources of help to deliver its plans; and, where appropriate, developing tailored packages of direct financial support from the LEC.

SER’s approach to the segmentation followed the definitions set out in the Growing Business Strategy and Segmentation Framework.  Local companies identified as account managed high growth businesses were required to score 11/17 in the seven threshold market segmentation questions.  

1.6 ser account management process

Scottish Enterprise’s Consistent Customer Management Materials outlined that Account Managers (pre 2005) should work with businesses to deliver support that helps them to achieve their potential to grow.  The Account Manager:

· leads the account management team for the delivery of all services to the portfolio of customers;

· establishes individual credibility with customer to: meet customer needs, add value to their organisations and achieve SEN priority targets;

· manages a small but highly intensive portfolio of key relationships;

· engages the management team in a fundamental assessment of the strategic and operational circumstances of the business;

· develops, with the customer, a shared strategy for future development and growth;

· constructs bespoke business development plans;

· facilitates the implementation of these plans;

· controls the reuse and creation of knowledge and products; and

· ensures effective teamwork and co-operation with internal and external personnel.
Discussions with the SER Account Managers, confirmed by the company survey, highlighted that each of these key functions have been successfully undertaken by the SER Account Managers.

1.7 knowledge management information system (Kmis) reports

Year-on-year reports from KMIS are not entirely comparable, particularly when it comes to segmenting the client group, however, Table 2.1 provides some scale of achievements for account managed companies.

	TABLE 2.1: KMIS REPORTS

	Year
	Measure
	Achieved

	Apr 04 to Mar 05
	Account managed businesses demonstrating improved business performance
	20

	Apr 03 to Mar 04
	Businesses showing improved innovation performance
	31

	Apr 02 to Mar 03
	Businesses showing improved innovation performance
	15

	Apr 01 to Mar 02
	Implementing Strategic development Plans
	15


Source: SER monthly KMIS reports.

1.8 expenditure

In the period 20001-2004 SER spent some £2.42m on account managed companies – ranging from less than £1,000 to just over £870,000.  This includes Rolls-Royce, who were subject of a separate evaluation.  When Rolls-Royce is exclude the amount spent is £1.73m; the ranges remain unchanged.

2. consultations

2.1 introduction

As highlighted in Chapter 1 a programme of consultations was undertaken with three Account Managers.  The discussion focused on:

· professional background;

· role and responsibilities of an Account Manager;

· contribution to FEDS and SSS objectives;

· view of market segmentation approach;

· overall provision of support;

· strengths and weakness;

· support to other business development services and agencies;

· role and adequacy of account management mechanisms; and

· exit strategy.

The main findings and issues arising from these discussions are outlined below.

2.2 Professional Background

Each Account Manager consulted had three to four years’ experience of the SE Network.  Prior to this each had spent some time working in the private sector.  The nature and duration of this experience varied by individual, but each had first-hand knowledge of the management issues typically faced by businesses, especially in sales and marketing.  One had operated at Board level, two had academic marketing qualifications and there was also some experience of running a small company.

2.3 Role and Responsibilities of an Account Manager

The Account Managers typically described themselves as the single, or first, point of contact for their companies.  The long-term nature of this relationship was also stressed, with a requirement to build up a strong trust and good understanding of the business concerned.  For smaller companies, they act as a “sounding board”, listening to problems and ideas, using their own past experience to offer practical solutions. 

There is a requirement to understand the broad range of Network products but not in detail.  It is more important to understand the issue facing the business concerned and then discuss how best to address these with appropriate programme manager within SER.

2.4 Contribution to FEDS and SSS Objectives

There was a feeling amongst AMs that target setting, in terms, for example, of SVQ or MA placements / completions, does not fit well with Account Management.  Although training absorbs the majority of spending it is often targeting specific company issues rather than mainstream, vocational qualifications.  Success is better judged over the longer-term as the performance of the assisted enterprise improves.  In this regard it sits well within the “Growing Businesses” agenda. 

2.5 View of Market Segmentation Approach

There was an acceptance that with the limited resources available to the Network some means of prioritisation has to be applied.  In essence this means that the Network is trying to “pick winners” before they emerge, a difficult task, subjective and reliant on the personal instinct of the Manager.  One Account Manager felt that set growth targets were unrealistic and another that smaller businesses benefit more than larger ones, despite the greater sums directed towards these bigger players.

These observations notwithstanding, there was no alternative method of prioritisation suggested.

2.6 Overall Support Provision and Training Plus Initiative

The consensus of opinion was that support provision is heavily weighted towards training at the expense of capital expenditure and that this balance should be redressed somewhat.  Part of the reason for this is that training is an easier medium to quantify and measure.  While some training needs can be shaped to fit the various Network programmes that exist, thereby helping to meet the targets set for them, there is an issue of quality versus quantity with regard to training interventions.  However, discretionary spend is useful here as it does not have to correspond to recognised qualifications. 

An increase in the discretionary funds available to Account Managers would be welcome, increasing their ability to directly address company specific issues.

2.7 Strengths and Weakness

2.7.1 Strengths

The following strengths of the process were identified by Account Managers:

continuity of the relationship with account managed companies.  Although this has suffered in late 2004 / early 2005 through staff illness and movements, in the past the knowledge and understanding of the company that developed from such long-term relationships allowed a more focused and successful delivery of assistance to them;

· business background and experience of the Account Managers, allows a practical appreciation of the issues facing businesses and discussion of how best to approach them.  Being more externally focused

· , Account Managers do not see things from an entirely Network perspective and can relate better to the company managers they deal with; and

· small team.  There are only a small number of Account Managers (two at the time of writing) and this allows a shared team agenda to be developed between them.

2.7.2 Weaknesses

The following weaknesses in the process were identified by Account Managers:

· lack of dynamism within the SE Network.  This is manifest in the need to conform to the rules and regulations set down for the Network and, it was felt, rigidly enforced by SER.  While the need for some regulation was accepted, the requirement to, ultimately, satisfy political rather than commercial, demands does limit scope for creativity.  The Network looks inwards rather than outwards, to its own targets rather than the needs of this business community;

· bureaucracy. The administrative demands were considered heavy and as a consequence too much time is spent completing forms in the office at the expense of dealing directly with companies;

· the length of time taken to understand the Network and what it offers.  This is a disadvantage of employing outsiders to such important posts as they lack the understanding of systems, processes and programmes that an internal promotion, for example, would have built up over time.  This knowledge has to be gained quickly in addition to the understanding of the particular circumstances of the businesses for which they are responsible.  One manager estimated it took around eight months to be fully up to speed; and

· the recent turnover of staff.  This undermines the earlier strength of the process.  The same number of companies is now distributed between just two staff.  Although recruitment of new managers is underway, given the point made above it will take some time before the situation is properly rectified.  The frequency of change within the Network itself is also considered a weakness.

2.8 Support to Other Business Development Services and Agencies

Account Managers report no problems or difficulty in working with other agencies.  It was felt that most do not have the same level of involvement with companies that they enjoy and that it could be counter-productive if this were the case.  Instead the Account Manager is seen as a good co-ordinator of activity or as a first point of contact for the company.  If appropriate they are happy to refer the company on, but agencies, such as SDI, are often content enough to work through them.  Account Managers also often assist in the preparation of RSA applications.

None reported being aware of feeding into the targets of any other agency.

2.9 Role and Adequacy of Account Management Mechanisms

Referring back to the perceived bureaucratic weakness highlighted earlier, there was some concern over the time taken to write a proposal to assist companies or the background research necessary to support it.  However, there were no complaints or criticism over the discretionary interventions of up to £25,000 that could be authorised internally.

2.10 Exit Strategy

No formal exit strategy exists.  Nor was the prospect of such a process welcomed.  A key factor is the belief that each account managed company is different and distinct from the others and must be treated as such.  This necessarily affects the pace and extent of change they undergo and the frequency and nature of contact with them.

Companies with which they are actively and currently involved are not considered for release from the process.  Dormant companies can be subject to an internal peer review but this process is subjective and based on their own evaluation of the effectiveness of the account management process.  Those that are released from the programme are then informed that their Manager’s portfolio has changed.  These companies have usually been out of contact with SER for some time.

2.11 Improvements

The following improvements to the account management process were suggested:

· simplify procedures.  This includes the provision of more dedicated administrative support to assist in research projects and co-ordinate the paperwork;

· keep and increase the discretionary funds available.  These are considered the most effective form of intervention;

· maintain the standard of recruitment.  New managers must have relevant business experience and, if possible, should begin to specialise in either business sector or area of expertise.  External candidates are necessary to prevent Account Managers developing the “inward focus” encountered in other parts of the Network; and

· bring back stability not just to the Account Manager programme but across the Network. Too much or too frequent change is counter-productive.

company survey

2.12 introduction

A survey of participating companies was carried out in February and March 2005.  In consultation with the SER Account Managers an initial population of 72 companies was reduced to a core of 37 active accounts likely to provide usable survey data.  These core companies were first informed that this study was taking place by letter from SER and then contacted by EKOS.  Up to three attempts were made with each contact to arrange a telephone or face-to-face interview.  By the close of the survey 23 such interviews had been conducted.

The balance of the 35 companies was invited to take part in a shorter on-line survey.  By the close of the survey a further five responses had been received. 

The total sample population was therefore 28 companies, 39% of the initial population supplied by SER.  

2.13 Company background

The age and sectoral characteristics of the companies is described below in Tables 4.1 and 4.2.

	TABLE 4.1: INDUSTRIAL SECTOR

	Sector
	No.
	%

	Manufacturing
	22
	77

	Professional Consultancy
	3
	11

	Construction
	1
	4

	Business Services
	1
	4

	Transport
	1
	4


Source: Respondent SER Account Managed Companies, February and March 2005.

	TABLE 4.2: YEAR ESTABLISHED

	Period
	No.
	%

	2000-04
	3
	11

	1995-99
	5
	19

	1990-94
	4
	14

	Post 1945
	11
	42

	Pre 1945
	4
	14


Source: Respondent SER Account Managed Companies, February and March 2005.
Table 4.1 shows the preponderance of manufacturing businesses among the respondents but there is a more even distribution by age as shown in Table 4.2.  Most are established, mature businesses established in the four decades after the Second World War (and some even trace their origins back to before the Great War) but nearly one-third are young companies still in the early stages of the business life cycle.

2.14 Company Perspective

Participants were first asked to describe the type and level of relationship they had with their Account Manager. Table 4.3 reports and suggests that the typical relationship between company and LEC Executive would appear to be a close one with frequent contact between the parties.

	TABLE 4.3: TYPE OF RELATIONSHIP WITH ACCOUNT MANAGER

	
	No.
	%

	Well established and ongoing
	17
	61

	Contact every few months
	7
	25

	Ad hoc liaison as required
	4
	14


Source: Respondent SER Account Managed Companies, February and March 2005.
Interviewees were then asked for details of their relationship.  Typically, it would seem that the Account Manager has a main point of contact in the company, normally a senior manager or director but enjoys access to other senior / middle managers dependent on the nature of the assistance rendered.  Meetings with relevant managers usually dealt solely with the issue at hand or had a specific agenda, but in a few cases the Account Manager attends regular management meetings discussing the general situation of the company.  Some observed that the relationship was currently and had recently been disrupted somewhat.  It was accepted that this was the result of illness affecting the Account Manager team and the recent resignation of one to take up a post outwith the Network.  Most expressed the hope that a close relationship could be rebuilt once the staffing difficulties at SER had been overcome.

The sample was next asked how they became aware of SER Account Management activities. Table 4.4 reports the main responses.

	TABLE 4.4: HOW BECAME AWARE OF ACCOUNT MANAGEMENT ACTIVITIES

	
	No.
	%

	Word of mouth
	1
	4

	Direct contact with SER
	7
	25

	Direct contact from SER
	10
	36


Source: Respondent SER Account Managed Companies, February and March 2005.
Table 4.4 leaves 10 respondents unaccounted for.  For two this is because the relationship predated their joining the company.  The others were unable to determine exactly how their company became account managed.  Indeed, some were surprised by the implication that they had once not had such a relationship with SER.  It seems, then, that there are three main ways in which companies become account managed:

· those that approach SER directly for assistance;

· those that are approached directly by SER with such an offer; and

· those whose relationship with SER develops from universal or client managed provision. 

Table 4.5 reports what the respondent companies understand SER are trying to achieve through the Account Management process.

	TABLE 4.5: PERCEPTIONS OF SER AIMS FOR ACCOUNT MANAGEMENT

	Aim
	No.
	%

	Create jobs / business growth
	12
	43

	Better targeting of support
	10
	36

	Targeting growth companies
	4
	14

	Increase training activity
	4
	14

	Retain companies and skills in Renfrewshire
	2
	7


Source: Respondent SER Account Managed Companies, February and March 2005.
The jobs agenda is clearly identified in these replies, not only in terms of increasing the employment and business base but of improving the skills base too.  There is also recognition that “better targeting of support” and “targeting growth companies” aims to enhance impact.  It can also be inferred that the companies feel that the best way to do this is by targeting and attracting businesses with high growth potential.  Some individuals explicitly stated that their – and other – companies needed assistance in specific areas such as marketing, finance, strategy and business planning, all areas in which some form of market failure can be presumed.

2.15 Assistance from SE Renfrewshire

Companies were first asked what the main reasons they had for establishing an Account Managed relationship with SER.  Table 4.6 reports.

	TABLE 4.6: REASONS FOR ESTABLISHING RELATIONSHIP (multiple responses)

	
	No.
	%

	Financial assistance with funding projects (e.g. Company expansion) 
	23
	82

	Helping to identify appropriate sources of help/assistance with improvement projects
	20
	71

	Skills and training needs analysis and support
	19
	68

	Helping to design business improvement projects (including product development, innovation and diversification)
	16
	57

	Helping to implement business improvement projects
	15
	54

	The assistance on offer fitted with the company’s immediate needs 
	15
	54

	Good networking opportunity to establish more business-to-business links 
	14
	50

	General ‘sounding board’ for the company
	14
	50

	Marketing information and advice
	13
	46

	Export market development
	13
	46

	Advice on e-trading
	11
	39

	Assistance with strategic development/planning
	9
	32

	Assistance with business planning
	8
	29

	Acquire further knowledge on legal issues such as copyright protection
	4
	14

	Helping to manage sub-contractors/consultants on improvement projects
	3
	11

	Acquire further knowledge of UK and EU company regulations, including quality standards
	2
	7

	Because the service was on offer
	1
	4


Source: Respondent SER Account Managed Companies, February and March 2005.
Table 4.6 shows a wide variety of reasons that propelled companies in to the Account Management process. 

Unsurprisingly, the search for financial assistance is the most common reason for engaging with SER, but the need to identify sources of assistance for business improvement projects and training support are also cited by around 70% of respondents.  

Table 4.6 results also support the market failure rationales for the programme.  Several imply information failures or shortcomings.  The need for financial assistance reflects the risk aversion that afflicts the Scottish economy.  Interestingly, it was not just businesses native to Renfrewshire that reported this.  Companies with a wider national – or international – footprint also remarked on the importance of such assistance in securing investment in their plant.  While financial assistance was clearly the most important motivator for companies it was not usually reported in isolation.  There is often a link between the information support and the financial support provided to the business and this is appreciated by many businesses.

Interviewees were next asked about the past constraints faced by their business at two distinct junctures: before they first engaged with SER and before they became Account Managed.  Not all respondents were able to make this distinction.  Usually this was because they were unable to speak authoritatively on the status quo ante their involvement with SER.  One individual was able to state the constraints acting on their company before engagement but was uncertain of what had changed at the time it became Account Managed.  One e-mail participant did not complete the pre-account managed (pre-AM) element of the questionnaire.  These factors should be borne in mind when reviewing the data presented in Table 4.7.

	TABLE 4.7: CONSTRAINTS FACED BY BUSINESS

	Constraint Identified
	Pre SER
	Pre AM

	
	No
	%
	No
	%

	Financial resources for investment (innovation, diversification etc.)
	12
	43
	13
	46

	Capacity of current premises/production facilities
	8
	29
	10
	36

	Marketing information and advice
	5
	18
	5
	18

	Availability of skills 
	5
	18
	11
	39

	Adapting to new technology (i.e. Trading online) 
	5
	18
	4
	14

	Working capital
	4
	14
	6
	21

	Management capacity/competency 
	4
	14
	9
	32

	Availability of labour
	3
	11
	3
	11

	Business-to-business networking opportunities
	3
	11
	4
	14

	Capacity to develop international trade markets/export development
	3
	11
	8
	29

	Strategic development/planning
	2
	7
	5
	18

	Accessing new markets for your product
	2
	7
	9
	32

	Business planning 
	1
	4
	2
	7

	Management of sub-contractors/consultants
	0
	0
	1
	4

	Achievement of quality standards
	0
	0
	3
	11


Source: Respondent SER Account Managed Companies, February and March 2005.
Responses suggest that the main constraint facing business was and remained financial resources for investment, reported by almost half the sample.  Working capital, or cash flow, was a much less significant issue.

Prior to becoming account managed the three most reported constraints were:

· financial resources for investment;

· availability of skills; and

· capacity of premises/ facilities.

These are consistent with the reasons for entering the relationship expressed in Table 4.6, above, and are also problems that growing companies might be expected to encounter.  The availability of skills is seen as quite distinct from the issue of labour availability, reflecting the importance attached to training in Table 4.6.

The most common constraints reported before any engagement with SER were:

· financial resources for investment;

· capacity of premises/ facilities;.

· availability of skills;

· marketing information and advice; and

· adapting to new technology.

Again these reflect the reasons for establishing the relationship with SER and are indicative of growth-oriented businesses. 

Companies were then asked if their relationship with SER had met their needs and if it continued to do so. Table 4.8 reports.

	TABLE 4.8: HAS SER MET YOUR COMPANY’S NEEDS

	
	In the Past
	Currently

	
	No.
	%
	No.
	%

	Strongly agree
	7
	25
	7
	25

	Agree
	13
	46
	15
	54

	Neither / nor
	2
	7
	3
	11

	Disagree
	2
	7
	2
	7

	Strongly disagree
	1
	4
	0
	0

	Don’t know
	1
	4
	0
	0

	No reply
	2
	7
	1
	4


Source: Respondent SER Account Managed Companies, February and March 2005.

This suggests a high degree of satisfaction with the service provided by SER Account Managers with 71% of respondent companies “agree/strongly agree” that SER has met their needs in the past and 79% “agree/strongly agree” that the LEC is doing so currently.  Therefore the evidence suggests an improvement over time although it is likely that current staff shortages would have an impact now if the question were to be asked again.  The implication is that satisfactory progress has been and is being made in addressing the constraints identified above.  Several individuals commented on the nature of SER assistance.  Some described the Account Manager as proactive and keen to help and understand the company.  Some did wonder if they were fully exploiting the system but this was more down to internal company issues than reluctance on the part of the SER Executives. Comments were not universally complimentary.  For example, not all interventions were praised – some training and financial assistance delivered less than expected - and one company stated that SER could not, itself, meet the scale of its needs and it was therefore more appropriate to deal with SEN and DTI directly. Nevertheless, a broad measure of satisfaction across the sample was obvious.

Respondents were then asked to rate particular elements of the support service they received on a scale of one to five, with one being excellent and five very poor.  Details are provided in Table 4.9.

	TABLE 4.9: RATING OF SUPPORT

	
	Very good
	Good
	Neither / nor
	Poor
	Very poor

	
	No
	%
	No
	%
	No
	%
	No
	%
	No
	%

	Awareness raising of SEN projects
	9
	32
	13
	46
	5
	18
	1
	4
	1
	4

	Understanding of the business
	14
	50
	9
	32
	4
	14
	1
	4
	0
	0

	Understanding of business sector
	6
	21
	12
	43
	7
	25
	3
	11
	0
	0

	Response to needs and requests
	14
	50
	8
	29
	1
	4
	0
	0
	0
	0

	Professionalism, and effectiveness
	18
	61
	7
	25
	2
	7
	0
	0
	0
	0


Source: Respondent SER Account Managed Companies, February and March 2005.

Note: e-mail respondents did not reply to the question on responsiveness to their needs.

Table 4.9 is consistent with the general satisfaction expressed in the preceding paragraph.  Opinions on the professionalism, efficiency and effectiveness of the Account Manager were particularly positive – almost two-thirds rating them “very good” and a quarter as “good”.  The ratings reported above demonstrate a sound understanding of business / management issues and the portfolio of public sector support available through SER and the wider SE Network, at least as far as this sample was concerned.  Only in their understanding of the particular industrial sector in which some of the businesses operated was any discernable weakness in the Account Manager performance apparent.  However, this is almost inevitable given that some of these companies are potentially developing new technologies or processes in niche markets.  The understanding of where the business is trying to go, how it is trying to develop, is more important than the context in which it is operating.

When asked if there were any gaps in the service provided by the Account Managers:

· 8 (29%) said yes; and

· 20 (71%) said no.

The comments associated with this yes vote were each different and therefore were probably more a reflection of the particular circumstances of the company than serious failings on the part of the programme itself.  For example, one company bemoaned the lack of a foreign legal advice service; another observed that it was too big to qualify for support targeted at SMEs.  Other comments repeated common observations made in business development surveys – a perceived focus on inward investment companies and the lack of a clear “menu” of development services available. 

Twenty individuals reported they had applied the information, advice or skills acquired through account managed assistance to their job and/or company. The main areas in which this applies are shown in Table 4.10.

	TABLE 4.10: AREAS IN WHICH ASSISTANCE HAS BEEN APPLIED

	
	No.
	%

	Management practices
	9
	32

	Marketing
	5
	18

	Training 
	5
	18

	R&D related 
	4
	14

	Strategy
	2
	7

	Process related
	2
	7

	Administration
	2
	7


Source: Respondent SER Account Managed Companies, February and March 2005.

Application of new information and skills is spread over a number of broad but inter-related fields.  Management practices are the most common area cited but is often associated with training initiatives within the organisation, marketing improvements and new administrative approaches.  R&D programmes can also be linked to marketing drives and may require retraining in new production processes. 

Fourteen respondents felt the Account Management relationship had changed their attitudes or behaviour at an individual and/or company level.  The nature of this change and its extent obviously varied greatly across each interviewee, but the main areas of impact reported were:

· an improved attitude towards SER and the Network.  Typically an atmosphere of trust and understanding was developed and participants were more aware of the LEC’s capabilities;

· greater awareness or knowledge of key issues.  This could range from the development of export markets and better financial planning to knowledge of the local area and its service provision;

· a more professional management structure and improved management practices; and

· better strategic focus and direction for the company.

Almost half of the sample reported that participation had helped them form relationships with other businesses.  Mostly these were service providers and mainly located in Renfrewshire but also encompassed other networking activities.  Two companies mentioned export partnerships specifically and some companies had shared experiences and solutions to common problems with other (non-competitor) enterprises of similar size, structure and/or background.

2.16 Additionality

The sample was asked questions to determine the extent and nature of any additionality the Account Management process.  These questions concerned the timing, scale and quality of any particular projects involved.

Discussion of additionality is complicated in the Account Manager context as, in most cases, more than one instance of assistance is being considered and may have addressed widely differing needs within a company – training at various levels, for example, export development or R&D.  The duration and scale of SER involvement with the company must also be considered.  So must the problem of potential “double counting”.  If the role of the Account Manager was to introduce and allow the company access to network or government support schemes of whatever kind, where does the credit for any resulting impacts lie?  To argue that only the discretionary spend allocated to the Account Manager process should be considered misses the point of much of the work done by the Managers.  To discuss the impacts of each assist given to the sample was beyond the scope of this survey.  Instead, respondents were asked to consider the Account Manager process in which they were involved in total.  Responses are shown in Table 4.11.

	TABLE 4.11: ADDITIONALITY IMPACTS OF ACCOUNT MANAGEMENT

	Has the relationship with the SER Account Manager…  
	Yes
	No

	
	No.
	%
	No.
	%

	Brought projects forward in time
	24
	86
	4
	14

	Enabled projects of a larger scale
	21
	75
	7
	25

	Enabled projects of a higher quality
	22
	79
	6
	21


Source: Respondent SER Account Managed Companies, February and March 2005.

Some (19) respondents were able to comment further on the nature of the additionality.  A smaller number (seven) reported that projects had been brought forward by a relatively short timescale of up to a year.  Slightly fewer (six) reported projects brought forward by between 12 to 24 months and three by two to three years.  Three reported absolute additionality, i.e. that projects would not have gone ahead without the assistance of the Account Manager.  In terms of scale, seven companies indicated that more staff had been trained as a result and four that more money had been spent on training.  Some impact on product development was also reported.  The qualitative improvements seem to be largely concerned with the scope or breadth of training delivered perhaps dealing with single issues and not taking in such a broad or strategic view, particularly in management related matters.  R&D activity was again affected, including activities attracted to Scotland rather than other locations and improved links with academic institutions. Again some projects were described as wholly additional. 

Account Manager assistance, then, would seem to deliver definite additionality benefits.  Although over 80% of companies felt the support brought forward projects in time, this was usually by a factor of months rather than years.  The most significant impacts of the assistance are potentially therefore in the scale and quality of the projects undertaken. 

2.17 Strengths, Weaknesses and Improvements

Respondents were asked to summarise their experience of the Account Management process by identifying key strengths and weakness they had encountered and suggesting any improvements for the future.  In all, 23 of the sample made some comment and these are summarised below.

2.17.1 Strengths

The main strength highlighted by our respondents were:

· ease of access to support and assistance.  The Account Manager was seen as a one-stop-shop or single point of contact for LEC or Network assistance.  The Account Manager reduces the bureaucracy and legwork needed to receive this aid, not least because the Manager only needs to be appraised of the company situation once.  The Account Manager was generally considered easy to contact or communicate with and, as highlighted earlier, very responsive to requests;

· the enthusiasm and proactive nature of the Account Manager was also a positive consideration for several companies.  Managers were seen as keen to be involved with the companies and, as they did so, were better able to offer appropriate advice and assistance to these clients;

· several respondents welcomed the objectivity this brought to the relationship.  The ability to bounce ideas off a third party was a useful attribute where the previous business experience of the Account Manager was particularly valued.  In a number of instances this was described as more of a mentoring role; and

· this in turn led to some companies developing a better understanding and awareness of what support and assistance was available through the SE Network and, conversely, they felt the LEC had a better understanding of their own needs and requirements.

2.17.2 Weaknesses

Only ten interviewees identified any weaknesses in the programme.  These have been broken down into three broad areas of concern:

the disruption in staffing levels evident over recent months through illness and resignation.  Not only have the companies in the portfolios of the absent staff been affected but remaining Account Managers have consequently had less time to devote to their own companies as a result of covering for absent colleagues.  The recruitment of new personnel should address this issue in due course but it will be some time before they will be up to speed with both the companies and Network programmes;

· bureaucracy.  The system was still perceived as bureaucratic although it was acknowledged that the Account Manager played an important role in minimising this for the company. However, at some point in the process the assistance sought must be made to conform to Network rules and regulations; and

· the companies themselves. Primarily a lack of awareness of what SER can offer through the process but also putting in the time and effort to fully consider the options put forward by SER.

2.17.3 Improvements

Again ten individuals put forward suggestions to improve the process.  The remainder were broadly satisfied with its operation and took the view “if it ain’t broke, don’t fix it”.  Some comments reflected particular circumstances of individual companies but some represented a broader constituency:

· five suggested a more regular or formalised contact framework, perhaps incorporating an annual review of the relationship and the setting of targets for the year ahead.  This already appears to happen with some companies but would not appear to be a universal practice; and

· more dissemination of Network activities and programmes.  Reflecting the weakness outlined above three companies would like to see a greater dissemination of information from SER.  One also observed that it would be helpful if this information were also more widely distributed internally by the company.

2.18 The Future

After the consideration of the companies’ current relationship with SER and the Account Management process, respondents were asked a series of questions about their future prospects and how this would impact on their likely support requirements from the LEC. 

Table 4.12 reports responses when asked what, in general terms, the future growth prospects for participating companies were.  The sample were asked to rate these prospects on a scale of 1, very good, to 5, very poor.

	TABLE 4.12: GROWTH PROSPECTS FOR SAMPLE COMPANIES

	
	No.
	%

	1 – Very good
	5
	18

	2 – good
	13
	46

	3 – neither / nor
	6
	21

	4 – poor
	3
	11

	5 – Very poor
	1
	4


Source: Respondent SER Account Managed Companies, February and March 2005.

The future looks favourable for most companies with over 60% describing it as good or very good and only 15% pessimistic to some degree.  Some of these were reliant on only a few major clients and/or in a declining market.  Most companies were confident of increased turnover, however, but this would not necessarily translate into increased employment in Renfrewshire.  In some instances productivity improvements will be more likely to meet this demand or expansion may take place elsewhere.

Table 4.13 reports how these growth forecast were likely to impact on their future needs from SER.

	TABLE 4.13: FORECAST OF FUTURE NEEDS FROM SER

	
	No.
	%

	Additional support or advice
	25
	89

	Less support or advice
	1
	4

	No support or advice
	0
	0

	Don’t know
	2
	7


Source: Respondent SER Account Managed Companies, February and March 2005.

Table 4.13 is consistent with the high levels of satisfaction expressed earlier in that almost all respondents wish to continue their relationship with SER.  For some this means continuing with the same levels of intervention but for others it means accessing support in new areas as their business develops. 

Interviewees were than asked in what areas they might require this support or advice.  Responses are shown in Table 4.14.  The level of intervention is graded on a scale of 1, no support, to 5, significant level of support.

Table 4.14 suggests the main areas at which to target future support will be:

· skills and training;

· product development; and

· export market development.

These are all areas in which growing companies might be expected to require assistance, as they develop new products for new and expanding markets requiring new skills and processes.

	TABLE 4.14: LEVEL OF FUTURE SUPPORT OR ADVICE (% REPORTING)

	Area of support
	Level of support

	
	1
	2
	3
	4
	5

	General market information 
	41
	18
	14
	23
	0

	Product development, innovation and diversification
	8
	25
	21
	25
	17

	Marketing information and advice
	10
	14
	33
	19
	14

	Skills and training development support
	0
	11
	36
	25
	25

	Quality standards information
	50
	15
	15
	10
	5

	Information on legal requirements and regulations (i.e. Copyright protection)
	32
	14
	27
	14
	5

	Advice on e-trading
	35
	5
	30
	15
	5

	Export market development
	20
	16
	12
	12
	28


Source: Respondent SER Account Managed Companies, February and March 2005.

SER was not the only source of assistance for respondent account managed companies.  Fourteen indicated they would look to a wide range of other agencies.  This includes:

· universities;

· trade bodies;

· Chamber of Commerce;

· consultancies;

· SEN;

· UA; and

· Other government bodies and agencies (such as DTI and Scottish Executive).

A number of other companies indicated that they would also be prepared to seek support from other agencies but would use SER and their Account Manager as a signpost in doing so, reflecting their greater appreciation of the Account Manager /LEC as a source of information and advice.

Subjects were than asked what were the most significant future constraints they anticipated facing as they grew their business.  Again, they were asked to rate these potential constraints on a scale of 1, no constraint, to 5 a significant constraint. Findings are shown in Table 4.15.

	TABLE 4.15: LEVEL OF POTENTIAL FUTURE CONSTRAINTS (no. reporting)

	Constraint
	No / Slight Constraint
	
	Significant Constraint

	
	1
	2
	3
	4
	5

	Strategic development/planning
	7
	4
	5
	2
	1

	Business planning 
	6
	3
	5
	2
	0

	Financial resources for investment e.g. To enable product development, innovation and diversification 
	0
	1
	7
	10
	6

	Working capital
	3
	4
	4
	6
	1

	Marketing information and advice
	6
	2
	6
	4
	0

	Management capacity/competency 
	3
	5
	3
	7
	2

	Management of sub-contractors/consultants
	11
	3
	1
	0
	0

	Capacity of current premises/production facilities
	7
	5
	1
	4
	2

	Availability of labour
	5
	7
	3
	4
	2

	Availability of skills 
	2
	3
	7
	6
	4

	Adapting to new technology (i.e. Trading online) 
	6
	3
	2
	2
	2

	Accessing new markets for your product
	3
	3
	5
	7
	1

	Achievement of quality standards
	8
	2
	7
	0
	0

	Business-to-business networking opportunities
	8
	3
	1
	2
	0

	Capacity to develop international trade markets/export development
	4
	1
	5
	6
	2


Source: Respondent SER Account Managed Companies, February and March 2005.

The most likely serious area of constraint will be:

· financial resources for investment;

· availability of skills;

· management capacity;

· accessing new markets; and

· developing international / export markets.

Unsurprisingly, the most likely and most serious constraint to be faced was considered to be financial resources for investment.  The other constraints identified are consistent with the areas in which support will be sought described in Table 4.14. 

There are similarities and differences with the constraints extant when the companies first became involved with SER / Account Manager.  Financial resources for investment remain the major concern – and likely to remain so.  The availability of skills (as distinct from labour) is also expected to remain important.  The capacity of premises and adapting to new technology reduce in importance, suggesting that this issue is being / has been successfully addressed.  The nature of marketing assistance is expected to change.  Historically, companies sought more general marketing information and advice, but this will develop into more specific or targeted needs to access new markets for product or services and the exploitation of export led sales.

Together this change is consistent with the development and growth of the companies concerned.

After identifying the likely future constraints that would affect them, respondents were asked what areas of business development they would have to address in order to overcome them.  The importance of development in the respective areas was graded on a scale of 1 to 5, with 1 indicating no need for development and 5 a significant need for development.  Table 4.16 reports the results.

	TABLE 4.16: LEVEL OF POTENTIAL BUSINESS DEVELOPMENT (no. reporting)

	Constraint
	No / Slight Activity
	
	Significant Activity

	
	1
	2
	3
	4
	5

	Reducing lead times of product to end-user
	7
	1
	6
	5
	2

	Reduction in operating costs (i.e. Efficiency gains)
	3
	2
	7
	4
	7

	Understanding of customers’/buyers’ requirements 
	6
	0
	3
	10
	2

	Understanding of UK and EU business regulations in your sector, including achievement of quality standards
	7
	6
	3
	2
	2

	Information technology
	5
	2
	6
	4
	4

	Production technology
	3
	6
	8
	4
	2


Source: Respondent SER Account Managed Companies, February and March 2005.

The most likely areas for business development activity would appear to be:

· understanding the customers’ requirements; and

· reducing operating cost.

These findings are again unsurprising as they reflect the ambitions and drives of most businesses.  They are consistent with the constraints highlighted in the Table 4.15. An understanding of customer requirements is a prerequisite to developing new markets and controlling costs is one means of freeing capital for further investment.  It is interesting to note that controlling costs was considered the most important area of business development activity by far while far fewer considered the understanding of customer requirements to be the most important issue. 

However, to most respondents this was still an “important” factor but not crucial.  It is also interesting to note that a significant proportion did not consider this an important area for consideration at all.  Information technology  - office and communications systems - is also considered a more important area for development than production technology.

2.19 Other Support

Almost half (13) of the sample had received other support from public sector agencies during the study period.  Not all were able to identify the programme or describe the details assistance but extent and nature of the support was wide and varied.  Some of the programmes included:

· Regional Selective Assistance (RSA);

· SPUR;

· Knowledge Transfer Partnership / Teaching Company Scheme;

· Small Firms Loan Guarantee Scheme (SFLGS); and

· Exhibitions assistance.

RSA was the most common form of assistance (cited by four respondents), and assistance with training and ICT was also reported. 

The sources of assistance included;

· Scottish Executive;

· SE National;

· DTI; and

· Inverclyde Council.

The sums involved varied from £2,000 up to £1.5m and contributed towards factory extensions, a range of training needs, product development and export contracts.

Eighteen interviewees expressed an opinion on how well integrated economic development support in SER was. Table 4.17 reports this.

	TABLE 4.17: INTEGRATION OF ECONOMIC DEVELOPMENT SUPPORT

	
	No.
	%

	Well integrated
	14
	50

	Neither / nor
	3
	11

	Not well integrated
	1
	4

	Don’t know
	10
	36


Source: Respondent SER Account Managed Companies, February and March 2005.

This is a positive finding, the more so when “don’t knows” are discounted as this means that 78% of those expressing an opinion felt economic development support is well integrated in Renfrewshire.  The respondents were clearly influenced by their experience of the Account Manager process, with several referring to the facilitating or co-ordinating role played by the Account Manager.  If the Account Manager were taken out of the equation the situation would be viewed less favourably.  Some companies made the point explicitly that they were unsure of what support was available to them but that their respective Account Manager did a good job in pulling the various strands together.  However, we have already seen that one benefit of the Account Manager process has been an increase in trust and understanding of the Network and its activities so it is likely that this is also a factor behind the responses reported above.

Significantly fewer individuals commented on whether or not there were any gaps in the general economic development support available in Renfrewshire Of the nine that did so:

· 3 felt there were gaps; and

· 6 felt there were no gaps.

The gaps identified probably reflect the particular experiences of the companies involved and concerned:

· lack of funding to carry out recommendations;

· the level of support in relation to turnover; and

· the poor quality of low level training provision.

2.20 summary: business change model

Through the consultations we sought to establish how SER’s assistance had impacted on the organisation as a whole.  The business change model focuses on the following key components:

· awareness:
· in general participants became aware of the support that they could receive from SER through either a direct contact from or to SER;

· understanding:
· overall there appeared to be a clear understanding that SER was seeking to achieve through the account management process – a clear focus on employment gain, skills development and more targeted support to meet individual company needs; 

· reaction:
· there is a high degree of satisfaction (79% “agree/strongly agree”) that service provided by SER Account Managers currently meets their company needs.  There is also evidence to suggest an improvement over time, implying that satisfactory progress has been and is being made in addressing the constraints impacting on businesses;

· learning:
· application of new information and skills is spread over a number of broad but inter-related fields.  Management practices are the most common area cited but is often associated with training initiatives within the organisation, marketing improvements and new administrative approaches. R&D programmes have been linked to marketing drives and have required retraining in new production processes;

· behaviour:
· the account management relationship had changed attitudes or behaviour in terms of: an improved attitude towards SER and the Network leading to greater trust and understanding; a greater awareness or knowledge of key issues facing their businesses and how to react to them; a more professional management structure and improved management practices; and better strategic focus and direction for the company;

· relationships:
· almost half the sample reported that participation had helped them form relationships with other businesses.  Mostly these were service providers and mainly located in Renfrewshire but did encompass other networking activities.  Two companies mentioned export partnerships specifically and some companies had shared experiences and solutions to common problems with other (non-competitor) enterprises of similar size, structure and/or background;

· results:
· impact data is incorporated into Chapter 5 as appropriate, and led to a growth in sales and employment.  In a significant number of companies SER assistance resulted in jobs being safeguarded.

economic impact

2.21 INTRODUCTION

This Chapter reports the economic impact of the support provided by SER to its account managed companies – it is derived from information and data obtained from the survey of companies.

2.22 ECONOMIC IMPACT MEASURES

2.22.1 Introduction

This section details the reported impacts of the Account Management relationship in terms of:

· gross sales and employment;

· additionality;

· displacement;

· net direct additional sales;

· linkage and multiplier effects (only applied to gross jobs);

· net additional jobs; and

· GVA and cost per job.

2.22.2 Gross Sales and Employment

current & anticipated

As detailed in Table 5.1 current sales and employment in the assisted companies providing data was £262.5 million and 4,385.5 FTEs respectively.

	TABLE 5.1: CURRENTGROSS SALES AND EMPLOYMENT OUTCOMES

	
	No. of responses
	Total sales
	Average
	Range

	Sales
	20
	£262.5m
	£13.1m
	£65m-£0.5m

	

	
	No. of responses
	Total FTE jobs
	Average
	Range

	Employment
	21
	4,385.5
	219.3
	456 - 8


Source: Respondent SER Account Managed Companies, February and March 2005.

There is a wide range in terms of both sales and employment levels across the sample.  In most companies (18) sales are no more than £10m and employment is less than 100 (11 companies).

Over the past three years gross employment had declined in eight of the companies, resulting in an overall average fall in employment of around 1%.  Full-time employment fell by 2% (95 jobs), with part-time employment actually increasing by 75% (106 jobs).

Companies were asked to estimate jobs and sales levels in 2008.  Their estimates suggest a further shift away from full-time employment – from 4,261 in 2005 to 4,131 in 2008 – towards more part-time employment – from 249 in 2005 to 391 in 2008.  Full-time equivalent employment would be 4,326.5, slightly below the 2005 figure of 4,385.5. 

In the most part these full-time employment losses and part-time employment gains can be attributed to a very small number of companies who have suffered significant job loses and/or have restructured their workforce towards part time employees.  When these “outliers” are removed then full-time employment increases by between 200 to 300 jobs, and part-time employment by around 15 jobs.

attributed to ser supPort

Employment and sales gain realised and anticipated are not necessarily attributable to the support provided to account managed companies by SER.  Companies were therefore asked to estimate the proportion of sales growth that was attributed to SER support and the scale of employment gain and safeguarded by SER support.  Table 5.2 provides the details.

	TABLE 5.2: ATTRIBUTED GROSS SALES AND EMPLOYMENT – REALISED AND ANTICIPATEDS

	
	No. of responses
	Total sales
	Average
	Range

	Sales
	20
	£8.75m
	£0.44m
	£0 - £2.9m

	

	
	No. of responses
	Total FTE jobs
	Average
	Range

	Employment
	23
	252
	11
	0 - 40


Source: Respondent SER Account Managed Companies, February and March 2005.

Of the 23 companies who took part in the survey 12 reported that as a result of SER support through their Account Manager jobs had or would be created – these totalled some 78 full-time and 30 part-time.  Ten companies reported that jobs had been safeguarded, and these accounted for 158 full-time and 2 part-time
.  

Twenty companies reported on the extent to which SER support through their Account Manager had generated additional sales.  These totalled some £8.75m – both realised and anticipated – from six companies reporting positive attribution; the other 14 companies did not attribute any sales growth (realised or anticipated) to SER support.

Additionality

Non-additionality is traditionally understood to be the proportion of gross direct sales/jobs impacts that would have been expected to occur even if the company had not received SER support through their Account Manager.  Additionality was assessed by asking a number of questions regarding the influence of the support on:

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

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

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

· quality and scale additionality; and

· any other impacts upon reported business performance.

Businesses were assessed according to a hierarchy of additionality factors:

· absolute additionality: where all gross direct impacts are additional, was taken to apply where none of the sales or employment outputs would have occurred, in the absence of support.

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

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

· scale and quality additionality: where support had a positive influence on the level of gross direct impacts.  Following in-depth discussions with companies to ascertain the nature of scale and quality impact of SER assistance, we adopted an assumption of between 10% to 30% additionality.

Based on the responses received, we found that:

· three companies reported absolute additionality; 

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

· zero companies reported no additionality.

2.22.3 Displacement

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

· location of major competitors;

· location of main markets; and

· current market conditions.

Displacement was then assessed according to the following factors:

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

· medium displacement: where the company was a partial exporter with limited Scottish competition and operated in a growing market.  We assumed a displacement range of 40% to 60%; and

· low displacement:  where the company operated mainly in export markets with only a few Scottish based competitors and their market is growing.  We assumed a displacement range of 10% to 30%.

Displacement was assessed at the local (SER) and national (Scottish) levels.  The assessed levels of displacement are shown at Table 5.3 for the 21 companies that provided the relevant information.

	table 5.3: levels of displacement

	
	Number of Companies

	Factor
	Local
	Scotland

	Low 
	18
	13

	Medium
	2
	2

	High
	1
	6


Source: Respondent SER Account Managed Companies, February and March 2005.

The analysis shows that the SER has supported low levels of displacement at both the Renfrewshire level (as supported companies had few local customers) and Scotland level as companies had significant sales outwith Scotland and the UK.

2.22.4 Net Direct Additional Sales

Applying additionality and displacement effects to the gross sales identified in Table 5.2, the estimates of net direct additional sales
 shown in Table 5.4 are obtained.

	TABLE 5.4: NET DIRECT ADDITIONAL SALES 

	
	Local
	Scotland

	Gross Direct
	£8,745,000
	£8,745,000

	Less Non Additional
	£6,563,500
	£6,563,500

	Gross Direct Additional
	£2,181,500
	£2,181,500

	Less Displacement
	£856,700
	£881300.00

	Net Direct Additional
	£2,976,800
	£2,952,200


Source: Respondent SER Account Managed Companies, February and March 2005.

The value of the net additional sales provides estimates of net direct additional sales of £2.98m at the local level and £2.95m at the national level; the difference is accounted for by a slightly higher level of displacement at the national level.  The sample that featured in the survey accounted for around one in three of SER’s active account managed companies.  Grossing up these figures to the population of active account managed companies would suggest an impact of:

· local level - £8.93m; and

· national level - £8.86m.

2.22.5 Multiplier Effects

The increase in economic activity as a result of the support provided by SER to its account managed companies will have two types of wider impact on the economy:

· supplier effect: an increase in sales in a business will require it to purchase more supplies than it would have otherwise.  A proportion of this ‘knock-on’ effect will benefit suppliers in the local and Scottish economies; and

· income effect: an increase in sales in a business will usually lead to either an increase in employment or an increase in incomes for those already employed.  A proportion of these increased incomes will be re-spent in the local and Scottish economies.

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

· 1.21 for the combined supplier and income multiplier at the Renfrewshire level; and

· 1.44 for the combined supplier and income multiplier at the Scottish level.

These coefficients are consistent with those recommended in HM Treasury best practice.
2.22.6 Net Additional Employment

Applying additionality, displacement, and linkage and multiplier effects to gross employment as detailed in Table 5.2 provides estimates of net additional employment
 as shown in Table 5.5.
	TABLE 5.5: NET ADDITIONAL EMPLOYMENT (FTEs)

	
	Local
	Scotland

	Gross Direct
	252
	252

	Less Non Additional
	141.1
	141.1

	Gross Direct Additional
	110.9
	110.9

	Less Displacement
	31.9
	50.8

	Net Direct Additional
	79
	60.1

	Plus Supplier Linkage
	7.9
	12.1

	Plus Income Multiplier
	8.7
	14.2

	Net Additional Employment
	95.6
	86.5


Net additional employment is estimated at 95.6 FTEs at the local level and 86.5 FTEs at the national level; the difference is accounted for by a slightly higher level of displacement at the national level in spite of higher-level multipliers at this level.

The sample that featured in the survey accounted for around one in three of SER’s active account managed companies.  Grossing up these figures to the population of active account managed companies would suggest an impact of:

· local level – 286.8 FTEs; and

· national level – 259.5 FTEs.

2.23 Gva & cost per job

2.23.1 GVA

GVA is a simple but effective means of monitoring business performance and is included as one of the acceptable outputs for measuring the impact of business development projects.  GVA is calculated in the following way
:

GVA = profits + employee costs + depreciation + amortisation

GVA per employee = (profits+employee costs+depreciation
+ 

amortisation
)/employment

It was not possible, during the company survey to obtain information on depreciation and amortisation, and they have therefore been excluded from the calculation
.

In calculating GVA relating to the business development impacts realised by SER’s support to its account managed companies we have assumed:

· profit is 7.5% of sales – this is the mid-point between the profit margins revealed by respondents providing this information; and

· an average salary of £25,000 – this is the average salary revealed by respondents to the survey paid to their new employees.  This is slightly above the New Earnings Survey average for Renfrewshire of £21,767 and reflects the higher-level skilled jobs that SER’s support is creating/safeguarding.

The GVA calculations are as follows:

· Renfrewshire level:

GVA = (£8,930,400 x 7.5%) + (286.8 FTEs x £25,000)

GVA = £669,780 + £7,170,000

GVA = £7.84m

GVA per employee = £7,839,780 / 286.8 FTEs

GVA per employee = £27,335

· Scottish level:

GVA = (£8,856,600 x 7.5%) + (259.5 FTEs x £25,000)

GVA = £664,245 + £6,487,500

GVA = £7.15m

GVA per employee = £7,151,745 / 259.5 FTEs

GVA per employee = £27,560

2.23.2 Cost per Job

As highlighted in Section 2.5, SER spent £1.73m (excluding Rolls Royce) on account managed companies in the period 2001-2004.  This expenditure assisted in the creation/safeguarding 286.8 FTEs at the local level and 259 FTEs at the Scottish level.  This equates to a cost per job of:

· local level – £6,031; and

· national level – £6,665.

We have compared account managed cost per net job figures against recent economic impact evaluations
 completed by EKOS Ltd.  These evaluation studies found cost per net job figures ranging from £6,989 to £16,381 at the local level and £8,295 to £13,780 at the national level.  The SER account managed job outcomes therefore fall towards the lower end of the norm; the account management process can therefore be regarded as offering value for money.

2.24 summary

The economic impacts resulting from the delivery of support by SER account managers to companies are summarised in Table 5.6.

	TABLE 5.6: SUMMARY ECONOMIC IMPACTS

	Programme Cost 
	£1.73m


	Gross Attributable Sales
	£8.75m

	Gross Attributable FTEs
	252

	Net sales – local 
	£2.96m

	Net sales – national 
	£2.95m

	Net employment – local 
	286.8

	Net employment – national 
	259.5

	Cost per net job –  local 
	£6,031

	Cost per net job – national 
	£6,665

	GVA contribution – local 
	£7.84m

	GVA contribution – national 
	£7.15m

	GVA per employee – local 
	£27,335

	GVA per employee – national 
	£27,560


conclusions & Recommendation

2.25 introduction

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

· assessing the economic impact and value for money linked to account management relationships;

· the extent to which market failure has been met with the client group; and 

· the feedback on the account management approach.

In addition we present a set of recommendations aimed at enhancing SER’s engagement with its account managed companies.

2.26 conclusions

2.26.1 GVA

Estimates of profit margins and employee costs of the new/safeguarded employees provides GVA impacts of:

· local:

· GVA -  £7.84m
· GVA per employee - £27,335; and

· Scottish level:

· GVA - £7.15m
· GVA per employee - £27,560.

2.26.2 Market Failure

The justification or market failure rationale for targeting such companies through the provision of tailored account managed support from SE Renfrewshire are as follows:

return on public sector investment – assistance delivered to high growth businesses has the potential to deliver a much better return to the LEC’s initial investment.  It was anticipated that these business will create direct high quality job opportunities with the potential to assist in the development of local supply chain businesses:

· the survey of companies highlighted employment generation within some of the surveyed companies – it also highlighted that these jobs were paid at a higher level than the Renfrewshire average, suggesting that these jobs were high quality;

· different needs of account managed companies – high growth entrepreneurial businesses require a different form of support than the universal business.  In particular, these companies require more in-depth tailored public sector support to enhance their ability to develop specific high growth characteristics

· some companies explicitly stated that their – and other – companies needed assistance in specific areas such as marketing, finance, strategy and business planning, which differ from the norm for the universal companies – these demands were linked to a plan for high growth and impact; and

· culture issues – traditionally in Scotland and the UK as a whole, the attitudes to entrepreneurship are less favourable relative to other countries, and the prevalence of a risk averse environment can make it difficult for companies to fund future development and investment thus hampering their ability to attain anticipated growth, productivity and profitability targets:

· the survey identified that the search for financial assistance was the most common reason for engaging with SER, as was the need to identify sources of assistance for business improvement projects, with companies unwilling/unable to bear the full risk of implementing such projects.

2.26.3 The Account Management Approach

The Account Manager

When companies were questioned as to whether their relationship with SER through the account management process had met their needs and whether it continued to do so, a high degree of satisfaction (79%) with the service provided by SER Account Managers was reported.  

The survey results indicate that progress has been and is being made in addressing the constraints that face each company in their quest for growth. Some companies highlighted the proactive role adopted by the Account Manager and their keenness to help and understand the company. 

When asked to comment on particular elements of the support that they received from the Account Manager responses were again consistent with a general satisfaction.  Opinions on the professionalism, efficiency and effectiveness of the Account Manager were particularly positive – almost two-thirds rating them “very good” and a quarter as “good”.  The ratings indicated that the Account Manager had a sound understanding of business / management issues and the portfolio of public sector support available through SER and the wider SE Network.  Only in their understanding of the particular industrial sector in which some of the businesses operated was a there any discernable weakness in the Account Manager performance.  However, this is almost inevitable given that some of these companies are potentially developing new technologies or processes in niche markets.  The understanding of where the business is trying to go, how it is trying to develop, was viewed as being more important than the context in which it is operating.

Strengths and Weaknesses

The main key strengths of the account management process highlighted were:

· ease of access to support and assistance.  The Account Manager acted as a one-stop-shop or single point of contact for LEC or Network assistance, minimising the bureaucracy and legwork needed to receive the support.  The Account Manager was generally considered easy to contact or communicate with and, very responsive to requests;

· the enthusiasm and proactive nature of the Account Manager was a key strength.  Account Managers were seen as keen to be involved with the companies and were better able to offer appropriate advice and assistance to these clients; and

· the ability to bounce ideas off the Account Manager was a useful facility provided by the account management process, where the previous business experience of the Account Manager was particularly valued.

Identified weaknesses related mainly to bureaucracy and the difficulties some had experienced as a result of staff changes and illnesses at SER, rather than to the account management process.  

2.27 recommendations

A small number of issues emerged from the evaluation process that we recommend SER address in the future.

Growth Companies

It was clear from the discussions with companies and analysis of the business performance data that they supplied that not all companies could be considered as high impact in terms of sales and employment growth – both current and forecast.

We therefore recommend that SER revisit each account managed company’s status to review whether they remain a high growth company.  We would suggest that sales growth potential be the yardstick against which a company’s status be measured – this is in line with the recommendation within SER05(MAR)08, a SER Board paper.

2.27.1 Resources

At the beginning of the evaluation process SER’s staffing resource devoted to account management activities was four account managers; part way through the evaluation one member of the team resigned.  This small team had a portfolio of around 90 active account managed companies, which raises issues around the human resource that can be allocated to each company.

We therefore recommend that SER consider the balance between the number of account managers and the number of account managed companies to afford greater opportunities for the account manager to work more intensely with each company.  This can be achieved by a combination of additional account managers and a reduction in the number of active account managed companies.

2.27.2 Focus of the Relationship

The evaluation suggested that the relationship between the account manager and the account managed company is more reactive than proactive, and more about providing financial assistance rather than providing strategic advice and guidance.  We are in no doubt that this is in part due to the scale of an account manager’s portfolio of active companies and the requirements of the companies themselves.  However, it is important to shift the account management relationship to the next level.

We therefore recommend that SER’s account managers begin to shift the relationship away from providing financial assistance to the companies in reaction to an immediate or short term need towards a proactive relationship that focuses on the longer term growth strategy of the company.
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� Excludes funding to Rolls-Royce


� A detailed impact evaluation of SE Renfrewshire’s support to the Rolls-Royce Project Ace is the subject of a further report.


� Some companies reported both job creation and safeguarding outcomes.


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


� created and safeguarded


� definition obtained from SE Strategy Directorate guidance paper - Measuring Gross Value Add and the Impact of Activities – April 2005.


� the loss in value over time of a company’s tangible assets.


� the writing off or depreciation of goodwill and other intangible assets


� HM Treasury guidance - The Green Book Appraisal and Evaluation in Central Government – suggests that depreciation can be ignored in appraisal and evaluation calculations.





� Evaluations completed by EKOS Ltd over the period 2001 to 2004 and selected at random


� Excludes funding to Rolls-Royce
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Figure 2.1: Scottish Enterprise Customer Segmentation Model - 2001
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