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1.0
EXECUTIVE SUMMARY
1.1
Background

More detail on the background to the project can be found in section 2.1

1.1.1
The New Market Development Project is designed to assist firms to diversify their market base by developing new overseas markets.


Engagement with the project is initiated by a company audit and strategic review with S.E. Borders' International Trade Advisers (ITAs).


Assistance is delivered through counselling, information, learning workshops and funding support.

1.1.2
The S.E. Borders spend on the project from January 2002 and August 2004 was c.£270,000.

1.1.3
A full explanation of the objectives for this study is presented in Section 2.2, however, in brief, they were:

· To determine the achievements of the New Market Development Project against its targets for economic impacts and outputs

· To assess the additionality achieved by S.E. Borders' intervention

· To review changes in participating companies' behaviour/characteristics

· To make recommendations on possible areas of improvement for the project

1.1.4
To achieve the above objectives T.L. Dempster Strategy & Research (TLD) carried out a survey of the 95 companies who had engaged with the project.


Over a relatively short period of time 81 companies completed the questionnaire either by 'phone or face-to-face.  This gives a very creditable 85% response rate.


Other than 2 companies who were reluctant to complete the questionnaire, all other omissions were due to timing.  A feature of the survey was the companies' willingness to participate, although not all who participated were able / prepared to discuss some of the financial or participation information we requested.

1.1.5
The profile of the companies supported by number of employees is:
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1.1.6
The industry sectors represented were:
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1.1.7
The principal district locations of participating companies within the Borders were:
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1.1.8
The total exports reported by the NMDP participant companies were as follows:

	Sector
	Total Exports



	Textiles
	£56 million

	Engineering
	£11 million

	Other Manufacturing
	£4.6 million

	Food & Drink
	£4.4 million

	Other
	       £900 k

	Electronics
	        £100 k

	Software
	      £60k

	TOTAL
	£77.06 million


1.1.9
The percentage of export sales relative to total turnover by sector are as follows:
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It should be noted that only one engineering company had participated in NMDP.

1.2
Economic Impacts
1.2.1
The survey asked participants for the actual impacts of NMDP participation on their export business and also asked for their forecasts for these impacts to 2008.

1.2.2
The following table presents these figures and compares them to the target impacts for NMDP to achieve by 2008, more explanation of the figures is presented in Section 5.3 of this report.

	Impact
	Actual Achievements

to Nov 2004
	Further Forecast Achievements to 2008
	Target

Impact

	
	
	
	

	Gross new jobs created
	78
	144
	40

	Gross jobs safeguarded
	414
	202
	30

	Export sales generated
	£6.6 million
	£8 million
	£2.8 million

	Net additional new jobs generated or safeguarded
	42
	68
	59

	Net additional new GDP
	£1.27 million
	£2.25 million
	£1.63 million


1.2.3
The targeted cost per net additional new job was established at £7,800.  S.E. Borders' actual achievement to November 2004 was £6,428 reducing to £3,970 per job when the further forecasts to 2008 are taken into account.

1.3
Outputs
1.3.1
The following table presents the output targets for 2008 for NMDP compared to the progress made to November 2004 as recorded during this evaluation.

1.3.2
More detail can be found in Section 5.2 of this report.

	Output
	Target for 2008
	Achieved so far, by Nov. 2004
	% Achieved so far by Nov 2004

	
	
	
	

	Organisations assisted
	150
	95
	63.3%

	New start organisations assisted (<2 years trading)
	10
	5
	50%

	New active exporters created (15%+ export sales)
	21
	8
	38.1%

	Companies introduced to new markets
	48
	30
	62.5%


1.4
Additionality
1.4.1
The additionality attributed to business' participation in NMDP during the survey was as follows:

· Absolute (would not have happened without NMDP) – 24% of the sample

· Time (actioned faster because of NMDP) – 54% of the sample

· Scale (influenced by NMDP participation) – 33% of the sample

· Deadweight (would have happened anyway) – 18% of the sample


The detail of the above calculations is presented in section 5.4 of this report.

1.5
Change in Companies' Behaviour and Characteristics
1.5.1
There is significant evidence that NMDP participation has had an impact on the behaviour and characteristics of the companies involved.  An explanation of this statement can be found in section 4.7 of this report.

1.5.2
There were 15 characteristics tested by the survey for NMDP influence, 98% of the responding companies felt that their participation had had a positive effect on some or all of the characteristics offered.

1.5.3
The highest characteristic recorded by companies was that they "better understand the global implications for their business".


The second most quoted impact was that they "had better access to exporting networks and contacts".

1.6
Other Highlights of the Survey Results
1.6.1
Of the 81 companies surveyed, 54 (66.6%) could recall hearing of NMDP or receiving support from the Borders Export Partnership.


More details of this are presented in section 4.4, the positive consideration is that the economic impacts recorded are based upon these 54 responses, arguably a conservative approach.


A less positive consideration is the lack of recognition for the NMDP support received as distinct from other forms of engagement with S.E. Borders.

1.6.2
Around 70% of the respondents felt that assistance from NMDP was delivered quickly, and 65% felt that the assistance was relevant to their needs.


Over 50% agreed that their International Trade Adviser (ITA) had the necessary skills to help them understand their exporting requirements and was able to teach them a great deal.


Reactions to these questions obviously varied depending on a company's size and export experience, more detail on these comments can be found in section 4.5.

1.7
The current issues faced by the companies surveyed are presented in section 6.0.  Apart from exchange rates there is a very strong theme of access to knowledge, contacts and networks amongst the responses given.

1.8
The links which NMDP has to New Ways and Smart Successful Scotland are presented in section 7.0 of this report.

1.9
The report concludes with TLD's recommendations for the future for NMDP.


In summary they are:

· NMDP will, by 2008, achieve its targeted outputs and will have contributed significantly to much higher than targeted economic impacts.

· Any future changes should be slight and avoid any displacement of achievement so far.

· The provision of grant funding might be more focused and some suggestions are presented using the textiles sector as an example.

· The introductory audit and strategy development phase of NMDP needs to be reviewed and may provide the basis of a training need for ITAs.

· Awareness of the programme needs to be enhanced.

· Larger companies should be attracted to workshop / Export Club events

· The workshops might be more closely linked to the personal development of export personnel as well as addressing corporate development issues.

· Project impacts on company behaviours and characteristics should form part of the initial assessment process

· Companies place significant value on individual relationships with S.E. Borders and this is something that should be continued.

· Access to information and networks will be an ongoing challenge for companies, regardless of their level of exporting expertise.  This should form a key area for focus for the project in the future.

· Exporting assistance packages should consider the potential impacts on all aspects of the business.  Therefore, due consideration should be given by S.E. Borders NMDP team to wider business and people development issues in recipient companies.

2.0
BACKGROUND & OBJECTIVES
2.1
Background
2.1.1 The New Market Development Project (NMDP) is designed to assist firms to diversify their market base, and to develop new overseas trading opportunities through the provision of counselling, information and funding support.

2.1.2 The integrated package of support comprises:

· an in-depth advisory support service from an International Trade Advisor covering all areas of export development. This includes assessing readiness to export, export strategy development and implementation.


· A grant designed to assist companies to implement long-term new market development strategies

2.1.3 The programme was initially developed in response to a number of key economic challenges, characterised by a vulnerable exporting base, low value outputs and a low paid workforce. However, the Borders area also has a high percentage of exporting SMEs and economic potential in sectors such as textiles, tourism, forestry and food.

2.1.4 The New Market Development Project is one of the main mechanisms offered to deliver international trade support and services in the Borders area.

2.1.5 The total estimated SE Borders spend on the project from January 2002 and August 2004 is around £270,000.

2.1.6 The purpose of this project is to evaluate the New Market Development Project using both qualitative and quantitative measures. The study will allow a better understanding of the overall effectiveness of the project in meeting strategic objectives and its impact to date on participating businesses and the wider economy.

2.2
Objectives
2.2.1
The objectives of this study were to evaluate the operation and constituent activities of the International New Market Development Programme from January 2002 – August 2004. The evaluation comprised of the following key study areas;

· An assessment of the success of the interventions in meeting the main project objectives

· A review of the number, size and range of companies supported

· Measurement of the impact of the intervention, including

· direct effects of the project on Borders companies and the outputs and intermediate impacts that can be attributed to the project;

· assessment of additionality, displacement and multiplier effects;

· assessment of value for money of the overall intervention, and commentary on the cost-effectiveness of the programme components;

· assessment of the success of the assisted projects in achieving desired outcomes for participating companies.

· An assessment of the views of companies that have been supported through the project. This includes an assessment of the ‘do-nothing/do less’ options.

· Consideration of the approach to diversifying the exporting base of the local economy, and whether the reasons for intervention remain valid.

· Recommendations in terms of future strategic direction and operational development in this area of work.
3.0
METHODOLOGY
3.1
Project Set Up
3.1.1
At the outset of the project, the project specifications were agreed between TLD and SE Borders at a project set-up meeting. The purpose of this meeting was to finalise the project scope, objectives, timescales and risks.

3.1.2 Following this meeting, TLD undertook a brief review of relevant project literature. This comprised mainly of project related European documentation, and a review of SE Border’s New Ways strategy.

3.2
Research Design & Plan
3.2.1
Following  the project set-up phase, the research questionnaire was designed by TLD. This questionnaire was submitted to SE Borders in draft format, and subsequently agreed. 

3.3
Company Interviews
3.3.1 A total of 81 companies were interviewed during this evaluation. Of this, a total of 10 companies were interviewed on a face to face basis by Alastair McGhee and Lindsay Dempster. The remainder were interviewed via a 25 minute telephone interview. Each interview was carried out by trained telephone interviewers.  The 81 companies represents 85% of the total population for this survey of 95.

4.0
SURVEY RESULTS
4.1
Company Size
4.1.1
This report is based on the feedback from 81 companies.

4.1.2
On average, the companies interviewed employed 47 people in full time positions and 7 in part time positions. The average number of temporary employees was negligible. However, the sample itself contained a wide diversity of employee numbers, ranging from 1 up to 500.

4.1.3 Figure 1 shows the numbers of companies interviewed by employee size

Figure 1: Companies Interviewed by Employee Size
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4.1.4 Figure 2 shows the breakdown of companies assisted by annual turnover, 18 companies were unwilling / unable to give this information.  This included some organisations such as Borders College where the information was not relevant.

Fig. 2 Breakdown by Annual Turnover
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4.2
Sector Analysis
4.2.1
The sectoral composition of the sample is shown in Figure 3 below.

Figure 3: Sectoral Composition
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4.3
Exporting Activity
4.3.1
The combined turnover of all companies that were prepared to divulge turnover information was around £195 million.  Of this total turnover £77.06 million is currently accounted for by exports, the remainder being either in the UK or Scotland.

4.3.2
Exporting activity is, in general, either being maintained at current levels or expanding. Over 70% reported that they had either maintained or expanded their exporting activity since January 2002. Around 10% of the sample said that their exports had contracted since January 2002, with the remainder unable to answer the question. 

4.3.3
Of the 10% who had contracted their exporting activity, half were textiles firms with the remainder either electronics, engineering or ‘other’ categories. A third employed over 150 employees, with the remainder under 15 employees. Almost half of these companies did not recall receiving any assistance, with the remainder receiving a combination of grants, advisory support of event attendance. 

4.3.4
Of the companies who maintained or expanded their levels of exporting, over 60% reported an expansion of their exporting activity within the evaluation period.

4.3.5
The importance of the textile sector to exporting in the Borders region as reflected in NMDP supported companies is illustrated in Table below. 

Table1: Exports by Sector

	Sector
	Total Exports



	Textiles


	£56 million

	Engineering


	£11 million

	Other Manufacturing


	£4.6 million

	Food & Drink


	£4.4 million

	Other


	       £900 k

	Electronics


	        £100 k

	Software


	      £60k

	TOTAL
	£77.06 million


4.3.6
Whilst these figures show that the textiles sector is the largest exporter in terms of pure sales, Figure 4 shows the proportion of export sales to overall turnover. These figures will show the overall importance of exporting to each sector.
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Figure 4: Export Sales as % of Overall Turnover

As can be seen above, the textiles sector is by far the greatest exporter by proportion of overall sales. Whilst it would appear that the engineering sector is also highly dependent of export sales, we should point out that this is based on only one company, and therefore not a representative sample.

4.3.7
Of the four Electronics companies we interviewed, one refused to divulge their export sales, and two said they did not currently export.  Therefore, the figure of £100K export sales was reported by the one remaining company.  Of the six software companies in the sample, only three said they were currently exporting.  Therefore, the £60K figure is reflective only of these companies.

4.4
Awareness of New Market Development Project
4.4.1
There is a low level of awareness among companies of the New Market Development Project. Over 60% of the sample had not heard of the programme.

4.4.2
This in itself may not be a cause for concern, since marketing the name of the programme may not have been a priority for SE Borders. Of greater concern to SE Borders is the fact that over half the companies who had not heard of the project also did not recall receiving support from the Export Partnership to expand into new geographic markets. 

4.4.3
There are several possible explanations for this low level of awareness. The first is that companies, although they recall receiving assistance from SE Borders,  are unable to distinguish specific programme interventions. This was the case with a number of companies who said that they had received assistance, but it was for a number of different business issues. The second reason is that the nature of the intervention with companies was of a relatively minor nature, and was not recalled by the recipient company for this reason.

We have in fact analysed the form of assistance received by the 24 companies who could not recall receiving support.

That analysis is :

Counselling only:
12.5%
 (3 companies)

Workshop only
54% 
 (13 companies)

Workshop and counselling
4%
 (1 company)

Market research
4% 
 (1 company)

Exhibition Support
8% 
 (2 companies) - 



 both attending the same show

No record
16.5%
(4 companies).

4.4.4
The consequence of this low awareness level is that our economic evaluation of the programme to date is based on the feedback from 54 companies, as opposed to the total of 81 interviewed.

4.4.5
We would suggest that there is an issue with the marketing of this project and the extent to which companies are aware of its delivery, and consequently, its subsequent impact.


It is interesting to note that no company who had a grant awarded is included in those who did not recall receiving support.


This confirms the issue as one of 'branding' where NMDP activity needs a stronger identity while retaining its links to other SE Borders' products.

4.5
Assistance Received
4.5.1
Of those companies that did recall receiving assistance, a number of reasons were cited as to why they first approached SE Borders for exporting assistance. Just over 60% of companies were seeking financial assistance to either start or expand exporting activities. Around 30% of companies were also looking for specific information relating to overseas markets. Around 11% were looking for advice on exporting.


Overall it is very encouraging for S.E. Borders that 95% of the companies approached them for advice / support.  This would suggest that many companies in the Borders regard S.E. as part of their export market development process.
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Figure 5:  Reason for Approaching SE Borders

4.5.2
Consequently, the bulk of the assistance that companies recalled receiving relates to grant funding. This relates to 70% of the companies that recalled receiving assistance. 

4.5.3
The actual assistance received by companies is reported on in Figure 6.
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Figure 6: Support Received by Companies
4.5.4
There is a broad correlation between what companies were looking for when they approached SE Borders and what they actually received. This indicates, to a certain extent, that SE Borders is able to deliver assistance in line with their customers’ requirements.

4.5.5
There is also a correlation between the assistance that companies received and the value they gained from this assistance. 


The analysis of companies' assessment of the value of the different types of support is shown in Figure 7.

4.5.6
Companies felt that the area of support that was of greatest value to them was the provision of grants to cover exporting costs. This was stated by 60% of companies. At this stage, it is worth mentioning, however, that a number of companies said that whilst the funding was useful, it did not have a huge impact on the project. This is because the amount available compared with the overall cost to the company is relatively small, and did not significantly influence the company’s activities.

4.5.7
Almost half the companies felt that the provision of information about starting or expanding exporting activities was of significant value to them, with a third saying that the provision of information about markets and access to overseas contacts was of the greatest value.

4.5.8
This is an encouraging message for the programme, because it indicates that companies place a significant value on the provision of information and advice as well as grant funding.


Figure 7 :  Support of Greatest Value

4.5.9
We have analysed the type of assistance companies received by their number of employees.

Table 2 : Type of Assistance : No. of Employees

	Type of Assistance
	% Receiving Support by Employee Numbers

	
	P/T Only
	1 -10
	11 – 50
	51 – 100
	101 -250
	250+

	Advisory support from ITA
	0
	50
	28
	11
	11
	0

	Grant for Strategy Implementation
	5
	39
	26
	11
	19
	0

	Export Club events or workshops
	0
	52
	24
	0
	24
	0

	Other
	0
	67
	7
	12
	7
	7


As one would expect the delivery of advisory / event support is most frequent amongst smaller companies, whilst with the larger companies' support becomes more customised.

It is noticeable that the very large companies do not attend events which is a pity as they can have valuable experiences to share with their smaller counterparts.

In TLD's experience large company executives often feel that they do not "get much out of " events such as Export Club meetings, conversely, they "feel good" about "putting something into" such occasions.  Perhaps the NMDP team should consider how they might encourage larger companies to share their experiences by the presentation of case studies, export strategy development activities and the like.

Workshops might also be designed to combine personal skills development as well as corporate development encouraging companies to use them as part of their personal development plans for key exporting personnel.

4.5.10
We have analysed the type of assistance received by industry sector according to their frequency of mention.

Fig. 9 : Type of Assistance : Industry Sector

	Type of Assistance
	Industry Sector : Nos. Reporting Assistance Received by Type

	
	Textile
	Food & Drink
	Electronics
	Engineering
	Software
	Other Mfg
	Others

	No reply
	8 (27%)
	2 (33%)
	1 (25%)
	0
	3 (50%)
	1 (7%)
	12 (48%)

	Advisory support from ITA
	9 (30%
	2 (33%)
	1 (25%)
	0
	0
	4 (27%)
	4 (16%)

	Grant for strategic implementation
	19 (63%)
	2 (33%)
	0
	1 (50%)
	1 (17%)
	10 (60%)
	9 (36%)

	Attended events / workshops
	8 (27%)
	1 (17%)
	3 (75%)
	1 (50%)
	0
	5 (33%)
	1 (4%)

	Other
	7 (23%)
	1 (17%)
	0
	0
	2 (33%)
	2 (13%)
	6 (26%)



TLD has no particular comments to make on this analysis at this time.

4.6
Companies View of Project
4.6.1
In order to gauge companies initial views of the programme, we identified a number of factors that companies believe to be important in their relationship with support agencies. They were asked to what extent they agreed with the following statements.

4.6.2
The relationship with my International Trade Adviser was based on trust    

Around 60% of the sample agreed with this statement, although only 5% strongly agreed. 24% of the sample did not answer this question because they did not believe that they had had a relationship with an International Trade Adviser

We believe that the level of agreement with this statement is a function of the view that companies have of the programme.  This is also the case with the number that do not recall working with an Adviser. 

4.6.3
Exporting assistance was developed in line with my needs
65% of the sample either strongly agreed or agreed with this statement (almost 10% strongly agreed).

Whilst this is positive for SE Borders, it is concerning that around 10% either strongly disagreed or disagreed with this statement. Of the companies who disagreed, one had attended an export workshop, one had received support from an ITA and grant funding, with two receiving grant funding alone. The final company said they did not recall what support they had received. The company that strongly disagreed felt that the exhibition they attended was completely inappropriate for their own product, and that they derived no benefit at all from attending. Half of these companies, however, reported an impact in terms of project scale and time. 

4.6.4
Assistance was delivered rapidly

Around 70% either strongly agreed or agreed with this statement with 9% disagreeing or strongly disagreeing. The remainder of the sample said that this was either not applicable to them or they had no view. 

We would suggest that, bearing in mind public sector audit constraints and the expectations of private sector companies, that this is a positive message for SE Borders.

4.6.5
My International Trade Adviser  had the necessary skills to help me 


Over half the sample strongly agreed or agreed with this statement. A third said that this was either not applicable or had no view.

We would suggest that this is a strong endorsement of the skills that Advisers possess to help companies, notwithstanding a suggested training need described later in this report.

4.6.6
My adviser had a sound understanding of my exporting requirements

Over half of the sample strongly agreed or agreed with this statement. 

Of some concern to SE Borders will be the fact that around 15% either disagreed or strongly disagreed with this statement. The company that strongly disagreed had issues with a number of aspects of the programme, and therefore this could be attributed to an overall dissatisfaction.  Of the other companies that disagreed, most of them still attributed a level of benefit from the programme. 

4.6.7
I learned a great deal from my adviser

This statement generated an interesting response. Only 28% strongly agreed or agreed with this statement with 25% disagreeing or strongly disagreeing. The remainder either had a neither/nor response or said that the statement did not apply. 

The response of SE Borders to these figures should be based on the actual role of an International Trade Adviser. If the prime role of an Adviser is to work with a company to facilitate the delivery of public sector assistance to help them, then it is unlikely that a company will learn a great deal about exporting from them. If, however, the prime role is to advise on exporting strategy, then this feedback may be of some concern. However, given earlier feedback, we would suggest that the Adviser role as a facilitator and signpost is probably most valued by companies.  

4.6.8
The Administration associated with SE Borders assistance was efficient

Encouragingly, almost 75% of companies felt that the administration was efficient.

We would suggest that this is extremely positive for SE Borders, since a regular complaint of the private sector is the excessive administration associated with public sector assistance.

4.6.9
My business benefited significantly as a result of this programme
Over 65% strongly agreed or agreed with this statement. This statement was designed to elicit a company’s general overall view about the impact of the project before we analysed the detailed impacts with them. 

On subsequent analysis, we were able to identify positive impacts on 98% of companies in this sample, indicating that the project has been highly successful in delivering benefits to businesses. We will now address these impacts in detail.

4.6.10
Businesses undertook a variety of actions as a result of assistance received.  They are summarised in Appendix 1, Actions and Outputs.

4.7
Company Behaviours
4.7.1
There is significant evidence that the Project has had an impact on the behaviours and characteristics of companies.

4.7.2
Companies were asked what impact they felt the Project had had on the following behaviours and characteristics:-

· Actively seeking new export opportunities

· Better understands overseas customer needs

· Has good access to exporting networks and contacts

· Better understands overseas market characteristics

· Better understands e-trading and the implications for the business

· Has adopted more innovative business practises

· Improved marketing methods

· Expanded our existing premises or moved into new premises

· Stronger financial position

· Improved skills of management team

· Better understands global implications for business

· Attends more exporting events

· Has an increased number of trade enquiries from overseas customers

· Increased levels of export related training 

· Developed new products for new overseas markets

4.7.3
Fifty three companies of the fifty four this in sample said that they had experienced an impact in some or all of the above characteristics as a result of the New Market Development Project.

4.7.4
The characteristic that demonstrated the highest level of impact among companies was ‘better understands the global implications for business’. This links closely with the nature of the support that these companies are receiving in terms of advice and financial assistance to begin exporting. It is also reflective of a number of outputs companies achieved from their overseas visits, where they predominantly made contacts and learned about specific overseas markets.

4.7.5
This is evident in the second most quoted impact ‘better access to exporting networks and contacts’. Again, this is reflective of the activities that a large number of companies have undertaken in visiting markets and making new contacts.

4.7.6
The remaining characteristics are listed below to reflect the order that companies said there had been an impact. 

· Improved skills of management team

· Improved marketing methods


· Attends more exporting events

· Increased number of overseas trade enquiries

· Adopted more innovative business practises

· Better understands e trading and the implications for the business

· Developed new products for overseas markets

· Has developed long term international trade strategies


· Stronger financial position

· Expanded premises

· Increased levels of export related training

4.7.7
It is concerning that the characteristic ‘has developed long term international trade strategies’ is so low down on the list, given that this is an aim of the project. However, this could be due to the fact that a number of companies are still in the early stages of developing an exporting strategy or already had one in place. Given the large number of companies who said that their activities were based round making contacts and meeting people, it is likely that they are not yet ready to develop long term strategies. 

4.7.8
Of the nineteen companies that said that they had developed these strategies, 17 of them had received grant funding.

5.0
OUTPUTS AND ECONOMIC IMPACTS

5.1
When reading this section, it is important to bear in mind that this represents 54 companies from the overall sample. The remainder did not recall receiving any assistance, and therefore will not be considered until the section of the report that looks at current and future issues.

5.2
Outputs
5.2.1
Since starting on the New Market Development Project, two companies have started exporting for the first time, 30 have expanded into new markets and 8 have increased exporting activity to over 15% of turnover. 16 companies undertook ‘other’ activity. This relates to mainly to developing new contacts and networks, although no actual exporting activity has taken place.

5.2.2
The presentation of output targets vis-à-vis achievements is as follows:

	Output
	Target for 2008
	Achieved so far, by Nov. 2004
	% Achieved so far by Nov 2004

	
	
	
	

	Organisations assisted
	150
	95
	63.3%

	New start organisations assisted (<2 years trading)
	10
	5
	50%

	New active exporters created (15%+ export sales)
	21
	8
	38.1%

	Companies introduced to new markets
	48
	30
	62.5%


5.2.3
The above analysis suggests that S.E. Borders is on target to achieve the target levels of organisations assisted and companies introduced to new markets.


At this time, non start-ups assisted and new active exporters created may be more of a challenge and may need more focus of attention.


TLD is fairly confident, on the basis of this survey, of these outputs being met and being part of a significant level of achievement over target for the economic impacts reported upon.

5.3
Direct Economic Impacts
5.3.1
The following graphic presents the actual impact and the future impacts reported against the 2008 targets for NMDP.

Table 3 : Actual / Forecast Achievements Against 2008 Targets
	Impact
	Actual Achievements

to Nov 2004
	Further Forecast Achievements to 2008
	Target

Impact

	
	
	
	

	Gross new jobs created
	78
	144
	40

	Gross jobs safeguarded
	414
	202
	30

	Export sales generated
	£6.6 million
	£8 million
	£2.8 million

	Net additional new jobs generated or safeguarded
	42
	68
	59

	Net additional new GDP
	£1.27 million
	£2.25 million
	£1.63 million


5.3.2
Since participating in the New Market Development Project, companies have reported the creation of 78 jobs and the safeguarding of 414 jobs that they believe are in some way attributable to the New Market Development Project. 

5.3.3
Companies stated that their export sales totalled £33 million as a result of participating in the New Market Development Project. However, we would point out that a number of companies stated that their entire export sales figures were attributable to the project. We believe that this is unlikely, because the companies have then suggested that the project had relatively little impact on the expert sales figure. We estimate that around 20%, or £6.6 million of these sales figures are attributable to the project. 

5.3.4
We have identified a total of 95 new products developed for overseas markets as a result of the project. However, 50 of these products originated from one textile company. It is possible that this company has described each garment produced for the overseas market as a new product.

5.3.5
Companies have forecast future impacts over the next four years as follows:

New jobs created




144

Jobs Safeguarded




202

Total Export Sales




£40 million

No of companies entering new export markets
35

No of new products developed for export markets
100

Again, the figure of £40 million is heavily influenced by a small number of companies who attributed their entire export sales to the project, but felt that it had relatively little influence. Again, we have taken 20% of this figure as an estimate of future export sales resulting directly from this project. This means approximately £8 million in future sales can be attributed to the New Market Development Project.

5.3.6
However, not all of these increases can be wholly attributed to SE Borders or the New Market Development Project. A number of companies have already stated that they would have undertaken the actions regardless of the Project, or have said that they undertook actions quicker as a result of the project, but would still have undertaken the activity.

5.3.7
However, thirteen companies said that without the New Market Development Project, they would not have undertaken their export activity at all. Consequently, all outputs from their activities can be directly attributed to the project.

5.3.8
The impact on these companies is shown below:

IMPACTS TO DATE

New Markets Entered

9

Jobs Created


10

Jobs safeguarded

32

Export Sales


£2 million

New Products


59

FUTURE IMPACTS

New Markets Entered

4 (includes continental markets)

Jobs Created


43

Jobs safeguarded

25

Export Sales


£5.9 million

New Products


unknown

These are all impacts that can be directly attributed to the New Market Development Project.

5.3.9
Food & Drink companies made up half of this group, with the remainder coming from Engineering, Textiles and Other.
5.3.10

Companies on the whole were unable to identify the level of displacement occurring as a result of the Project. However, a number did state that they believe the main impacts will be felt by overseas competitors as opposed to Borders or Scottish companies. Their rationale for this is that they do not see any local companies as their competitors, therefore there should be no sales displacement at a local level.

5.3.11
However, it is possible, given the general shortage of labour and, in particular, textile related skills that local companies will lose members of their workforce as these companies expand. 

5.3.12
In order to estimate the multiplier effect as accurately as possible, we have based our calculation on the economic impacts that can be directly attributed to the project. That is to say, those companies that demonstrated absolute additionality. By adopting this approach to the multiplier analysis, we are eliminating the need to account for the deadweight that has been demonstrated by a number of companies and the relatively low levels of attribution stated by others. In arriving at our estimate, we have used the Scottish Executive Type 1 Output, Income and Employment Indicators 2000.

5.3.13
Because Food & Drink companies make up the bulk of this group, and due to the disparate nature of the remainder of the companies, we have decided to use the ‘Miscellaneous Foods’ category as a basis for our Multiplier Calculation.

5.3.14
On the basis of this multiplier, an additional 4 jobs have been indirectly created to date on the basis of companies who demonstrated absolute additionality.

5.3.15
We forecast that an additional 17 jobs will be indirectly created in the future, using the same multiplier.

5.4
Additionality
5.4.1
We established what additionality, if any, could be attributed to SE Borders intervention through the New Market Development Project.

5.4.2
Absolute Additionality:  Absolute additionality occurs when an action would not have occurred at all without SE Borders intervention. In total, thirteen companies (24% of the sample) said that they would not have undertaken the actions at all without SE Borders assistance. 

This is extremely positive for SE Borders and the New Market Development Project, since a high level of company impacts can be attributed to the project.

5.4.3
Time Additionality: Twenty nine companies (54%) said that their actions were carried out faster than would otherwise have been the case without the New Market Development Project. A number of companies were unable to articulate the time impact, but those who could stated the following;

1 – 3 months

8

4-6 months

3

7-9 months

3

10 months – 1 year
8

Over 1 year

4

The impact of time based additionality is that economic impacts accrue to the economy faster than they otherwise would have. Most of these companies said that the major impact of the project was to speed up their own business projects. Whilst the project impacted on the creation of jobs and additional sales, it was not to same significant extent.  

5.4.4
Scale Additionality: Nineteen companies (33%) said that the scale of their project had been impacted by the New Market Development Project. This scale impact is shown below;

Up to 100%
3

Up to 50%
6

Up to 30%
10

Relatively few companies said that their project had increased in scale only. In general, a scale impact was one of several identified by companies, such as time and quality. The nature of the projects was diverse, and we suggest that scale could refer to a range of factors such as sending more people to an overseas event, making more contacts etc.

5.4.5
Quality: We identified nine companies who felt that the quality of their project had been impacted by the New Market Development Project. However, companies found it difficult to quantify the impacts on project quality, and therefore the evidence is anecdotal only.

5.4.6
Deadweight: Fifteen companies (28%) said that they would have undertaken the project regardless of SE Borders assistance. However, five of these companies also stated that benefits in terms of project time and scale had resulted from the project. Consequently, whilst they would have delivered the project regardless of SE Borders, a level of benefit still accrued to them. 
Ten companies demonstrated what could be termed as absolute deadweight. That is to say, they would have delivered the project anyway, and that SE Borders intervention had no real benefit. Of the companies in this category, four had received grant support, one ITA advice with the rest attending workshops.

However, we would also point out that all these companies reported qualitative impacts in terms of company characteristics and behaviours. Therefore, even where deadweight is identified, there is still evidence of a positive impact.

5.4.7
In all, firms estimate that they have spent around £270,000 as a direct result of the New Market Development project. This represents the estimates of eighteen firms who were able to attribute spend to SE Borders intervention. This equates to a leverage ratio of 1:1 attributable to SE Borders, on this very conservative basis.

6.0
CURRENT BUSINESS ISSUES
6.1
This section reflects the input of all 81 companies in the sample

6.2
Companies were asked what current business issues they were facing with specific regards to exporting. Predominantly, the issues identified related to falling sales, access to networks and overseas contacts, exchange rates, access to new overseas markets and overseas competition.

6.3
Apart from exchange rates, which is an ongoing problem among exporters, there is a very strong theme of access to knowledge in the principal exporting issues.  The need to access knowledge, either on market opportunities or through contacts and networks is a continuing need among exporting companies and one that is faced by the most experienced of exporters.

6.4
These are issues which can be effectively addressed by the New Market Development Programme and, indeed, already have been.  The role of the project through the provision of advice and information is one that is likely to have a continuing demand among companies.

6.5
The consequence of this is that there is likely to be a requirement for ongoing support among exporting companies in the Borders. It is unlikely that this support requirement will be financially based, rather, based on the provision of knowledge. It is also possible that, as companies become better at exporting, that their knowledge requirements will become increasingly bespoke to their own circumstances. That is to say, they may require specific information on particular markets, or require access to certain networks.

6.6
Over 80% of companies believe that SE Borders has a continuing role in helping them to address their exporting challenges. Interestingly, the majority of companies felt that the most appropriate role for SEB is in the provision of grants and loans.  This also ties in with the area where companies felt that SE Borders assistance was of greatest value to them.

6.7
However, over 60% also felt that the provision of advice, information and networking was also a key role for SE Borders. To a certain extent, this endorses the current model, where a combination of advice and assistance is offered.

6.8
However, we would also refer back earlier in the report, where under 30% of companies felt that they had learned a great deal from their Adviser. It is likely that these companies already have an understanding of exporting, and are looking for help in accessing assistance packages. This being the case, the prime role of an Adviser could be facilitating access to information and networks. 

6.9
Almost all companies felt that the most appropriate support framework was through individual contact with SE Borders. Participation in programmes and local networks were felt to be important to around a third of the sample, but individual relationships were by far the most important.

6.10
Companies were invited to make any other comments regarding either SE Borders or the New Market Development Programme. These comments are detailed in appendix 2

7.0
LINK WITH NEW WAYS AND SMART SUCCESSFUL SCOTLAND
7.1
Link with New Ways

7.1.1
New Ways is an economic development strategy for the Scottish Borders. It reflects current and future challenges to the region and sets out an approach to address these challenges.

7.1.2
The principal theme which is relevant to the New Market Development Project is Theme 1: Business.

7.1.3
Under priority 1.1: Diversifying the Business Base, we were able to identify a number of areas relevant to the New Market Development Project. Firstly, the project aims to help companies to generate new sources of income through identifying new overseas markets. We also saw evidence in a number of companies that they were developing niche export markets, and trying to differentiate themselves from cheap overseas competition.

7.1.4
We saw some evidence of companies developing new products for overseas markets, although this related predominantly to existing exporters that were expanding their activity. New exporters were more concerned with learning about the mechanics of exporting.

7.1.5
We saw little evidence of knowledge based companies in the sample, that is to say, companies from the business and financial services sector. However, we would argue that the definition of a knowledge business is one that values knowledge and can apply that knowledge to business competitiveness. This being the case, the high proportion of companies in the sample that were seeking knowledge and information to help with exporting would be defined as knowledge businesses.

7.1.6
Under Priority 1.2: Moving up the Value Chain, again, we saw evidence in some companies that this was the case. Particularly in textile companies, who saw themselves as very high quality, niche players, and were able to exploit that against cheaper, overseas products. We would argue that this is a key theme for SE Borders to develop, as it is a major contributor to ‘anchoring’ companies in the area.

7.1.7
There was not a huge amount of evidence relating to new product development. Whilst some companies had developed completely new products, the majority of new products related to garment manufacturing for specific markets. Whilst this is undoubtedly product development, we would suggest that it does not involve the levels of research and development associated with some other sectors. 

7.1.8
Consequently, there is an argument that exporting assistance should be combined with a range of other support packages that deliver holistic assistance to the company and ensures that it has the necessary internal processes and ability to maximise on new exporting opportunities.

7.1.9
Priority 1.3: Attracting New Business. We saw very little evidence that this priority had been impacted by the new market development project.

7.1.10
Priority 1.4: Identifying Industry Champions. We did not identify any significant impact from this area. It is true to say that some companies had participated in export clubs and workshops, but it was difficult to identify any tangible impacts from these alone. 

7.1.12
However, given the level of exporting expertise in the Borders area, there is an opportunity to harness that expertise for the benefit of other companies. In our opinion, companies attach significantly more value to information provided by their peers as opposed to public agencies.

7.1.13
Priority 1.5: Building on Natural Assets. We did not see any significant impact on this priority.

7.1.14
Theme 2: People: We did not see significant overlap of this priority during the study, but would suggest that this is an issue for companies. Where companies mentioned this as an issue, it primarily related to specific operational skills, rather than exporting skills. For example, textile companies find it difficult to source individuals with particular assembly skills. There was no evidence of exporting skills requirements in companies.

7.2
Link with Smart Successful Scotland
7.2.1
Smart Successful Scotland provides the basis for New Ways, and consequently a number of the links identified apply equally to Smart Successful Scotland. 

7.2.2
However, we would suggest that the primary links are with the Growing Business and Global Connections goals. As discussed above, factors such as entrepreneurship, developing products and an innovative approach to business development are all central to successful exporting. Therefore, whilst exporting itself comes under Global Connections, we would suggest that a significant linkage exists with the Growing Business theme.

7.2.3
That is not to say, however, that there is not a significant link with Global Connections. A number of business are moving up the value chain and diversifying their business base, but they are doing this through the mechanisms that apply more to Growing Business.

8.0
CONCLUSIONS & RECOMMENDATIONS
8.1
Overall, the New Market Development Project has achieved significant impacts in terms of jobs created, safeguarded and export sales.  In many areas the level of achievement is well above S.E. Borders 2008 target levels. This is further strengthened by the level of impact that can be directly attributed to SE Borders and the New Market Development Project.


Possibly one of the strongest indications of this success is the highly complementary remarks made about the project and the ITAs by the vast majority of companies interviewed.


TLD was left with the impression that engagement with S.E. Borders (however branded) was regarded as an inherent component of many companies' export market development activities.


Any future changes to the project, therefore, should be careful not to displace that which is already being achieved.

8.2
Companies value the provision of grant funding in particular, but we would question the additionality of this funding, particularly where it is a small part of a large overall company spend. It is unlikely that this very high level of leverage will generate any additional activity.


Perhaps a slightly more focused approach to grant funding might be appropriate for larger companies.  If one takes the textile sector for example, there is a general trend to upwardly reposition products, develop brands and add value in the face of competition from low labour cost economies.


If NMDP is supporting a larger textile company then perhaps grant funding should seek to support, accelerate or enhance this particular aspect of the activity involved.  For example,  in an activity such as exhibition attendance - rather than support the company's presence as a whole, NMDP should focus on enhancing the elements of the company’s presentation which promotes added value etc.

8.3
There does not appear to any significant connection between the ITA and the provision of grant funding. Only half of the companies who received a grant recalled any support from an ITA. We believe that this is an area that SE Borders should examine in more detail.


Companies believe that, whilst they think that ITAs have the necessary skills portfolio to help them, they did not learn a great from their Adviser. We believe that this is a function of the level of exporting expertise already in some companies.  Companies may see Advisers in a facilitative role, helping them to access assistance packages, rather than providing direct exporting advice.


Part of this, as already commented on, is about client clarity in regard to the role of the ITA. The exporting experience of the company itself is also a major factor.


Nevertheless, there is a suggestion from the evaluation that the introductory procedure of situation analysis and strategy development with which an ITA engages with a participating company might be improved. 

There is evidence to suggest that companies are not clear what the purpose of this process is. We suggest that some believe it to be simply part of the application for a grant, whilst others see it as a more advisory based process. All companies need to be absolutely clear on the nature and purpose of the initial assessment process. 

This clarity will improve awareness of the link between the assessment process and grant support offered. The link between the assessment process and subsequent assistance is not clear among companies. We suggest that the entire process, from assessment to delivery of assistance is clarified to companies and emphasised to all companies that engage with the project.

Given the different stages of exporting expertise, it is likely that some companies will gain more benefit from this process than others. In addition to clearly defining and communicating the purpose of the assessment process, SE Borders may wish to consider tailoring the process to individual companies. For example, a new exporter is likely to require significantly more input at this part of the process than experienced, large scale exporters.

Regarding clarification of the role of the ITA and communicating this clearly to companies, we propose that the role is based around the following key tasks:

· develop a clear understanding of a companies export requirements and the strategy being developed to address them

· identify where public sector assistance is appropriate to help meet these requirements

· agree with company the basis of assistance

· prepare and deliver assistance package to company

· determine impact of assistance on company

The role outlined above will, in our opinion, give companies clarity about the role of the ITA and will provide the basis for a clear understanding of what support is available.


TLD knows that it is very demanding for an ITA to effectively contribute to a company audit and planning development process and leave ownership with the company.  The honing of these skills might be a possible future training need for the ITAs.

8.4
There is a very low level of awareness of the programme among companies, to the extent that a large number of them do not recall receiving any assistance. This can be due to a number of factors, including:

- 
Change in personnel

- 
Assistance delivered was relatively small, for example, attending an export workshop

- 
The project was part of a far larger assistance package, and companies
 were unable to identify the New Market Development Project specifically.

A high proportion of the sample had not heard of the project and could not recall receiving assistance through the project. Whilst we would not recommend the promotion of the project as a brand in its own right, we would recommend that SE Borders is absolutely clear with companies about the nature of the assistance they are receiving.

8.5
The Project had a high level of impact on company behaviours and characteristics. This is a key element in public sector interventions, and it is significant that this Project has impacted such a high proportion of the sample.


The suggestions already made regarding attracting large company attendance at events, developing a more collaborative approach to exporting , where relevant, and workshops having a personal as well as corporate development role are relevant to this issue.

8.6
The fact that relatively few companies said they had developed long term exporting strategies is, we believe, down to the fact that they either already had them in place, or companies are still at a very early stage in their exporting development. We would expect to see this characteristic displayed in a higher proportion of the sample in the next evaluation.

8.7
Companies are facing a number of issues over the next four years relating to exporting activity. In particular, falling sales and access to market information. In our opinion, this will be an ongoing area of support for exporting companies. Whilst they become more experienced at exporting, they will still have needs relating to accessing networks and information and making new contacts. This, in our opinion, will be a major role for SE Borders in the future.


This is mirrored in the fact that a large proportion of companies believe that a future role for SE Borders relates to the provision of advise and information. This is potentially a key role for International Trade Advisers.

8.8
An overwhelming proportion of companies felt that the best way for SE Borders to deliver future support was through individual relationships with SE Borders staff. 

8.9
There are significant linkages to New Ways and Smart Successful Scotland. However, a number of these linkages relate to Growing Businesses rather than Global Connections. We believe that there is a strong case for combining exporting assistance with other assistance designed to develop entrepreneurial skills and management skills, which will ensure that export growth is sustainable.

8.10
Scottish Enterprise Borders should consider the basis on which grant funding is awarded. Evidence indicates that larger, experienced exporters, whilst grateful for the funding, do not see it as business critical. Whilst we would not recommend the withdrawal of this financial assistance to companies, we would recommend that SE Borders consider the role of grant funding to certain organisations and the overall impact that funding will have.

8.11
The project has had considerable impacts on company characteristics, in addition to direct economic impacts. We would suggest that these impacts become an integral part of the assessment process and post event evaluation process. This will enable SE Borders to understand project impacts both from a qualitative and quantitative perspective.

8.12
Companies value the individual relationship with S.E. Borders.  Within resource limitations, this relationship management should be continued with export companies.

Companies will continue to face issues relating to export sales, access to information and contacts, among others. There is therefore a strong case for the continuation of this project. It could be argued that the project should have an exit strategy, and that the market should be able to address these issues itself. However, in our experience, companies have an ongoing requirement for knowledge, and often face issues in how to access that knowledge, regardless of their level of experience. On this basis alone, we believe the project should continue.

8.13 There is evidence that larger companies do not support workshops and Export Club events.

To address this, we would suggest that such companies are encouraged to present case studies, export market development experience etc., so that they feel they are contributing rather than not gaining very much.

We are further suggesting that the ITAs should identify the training needs of all levels of personnel involved in exporting within larger companies.  In this way, workshops can be designed to address some of those needs in conjunction with the more general requirements of smaller companies.

8.14
This concludes our evaluation study.  TLD would like to acknowledge the very willing assistance of the NMDP team and the participating companies in the preparation of this report.
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