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Executive Summary

This study is part of a wider pnagnme of evaluation undertaken byegional Development
AgenciesRDA}to report on the impact of their interventions during the period 2002/3 to
2006/7. It focuses oBusiness Competitiveness interventiaryd is one of three undertaken
by Regeneris Conliing. This report explores

i Sector Support
1 Inward Investment
1 International Trade

This is aprogrammelevel evaluation exploring investment themes rather than specific
projects. Itendeavoursto develop a rounded picture of each theme and has not been
designed as a replacement for a more detailed projesel assessment. Although the
evaluation explores the impact §f9 95! Qa Ay @dSaldyYSyld ,duedk are GKS
undoubtedly further impacts accruing to these investments which have yet to manifest
themselves in the economy

The evaluation has been designed and undertaken in order to comply with the principles set
out in the Impact Evaluation FramewoffEF)}to guide how RDAs demonstrate their impact
on regional conditionsThe exercise focused oaur central elements of the IEF:

1 to review conditions and strategies in the South East

1 to gauge therelevanceof interventions to the challenges facing the regional
economy

1 to provide a quantitative assessment of net economic impact, as a measure of
effectivenessf the interventions reviewed

1 to assesfficiencyby considering valuéor-money indicators on unit costs to the

public purse of the interventions reviewed.

Where possible, the evaluation endeavours to:

1 generate lessons and advice to SEEDA on utildy and sustainabilityof the
interventions to help shape future rounds of investment
1 and, to identify examples aftrategic added valuerhich have been secured through

{9951 Q& Ay@2f @9SYSy.ili Ay LRtiAOe RS@USt2LYSY

Strategic Context & Investments

Strategic Context

TheRegional Economic Strategy (RES) for the South East-2002identified establishing
International relationships and encouraging international business activity as important
FOGA2yas (2 KStL GKS {2ddiK 9t aQnrepRreaind 2y S
innovative and productive regions by 2012.
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Vi,

Vil.

Viii.

Xi.

Xii.

Xiii.

SEEDA is required by BERR to provide an inward investment sienvidee South Bst
Region.Inward Investmentwas however,Of SI NI @ NXO23yAaSB®WO4GAGKAY
SO02y2YAO ¥Fdzi dz
Inward Investment and development of key high vahdgled target sectors is made clear,
gAGK GKS Gg2 aSSy I a o0SAy 32006@irmnate Plan proMildsy T2 N |
even more detailfurther underlines the importance of Inward Investment anternational

Trade activities and describes key projects to cement these activities, alongside specific
targets for the number of new investments to be secured for the region.

Corporate Plan as fundamerita 12 (GKS NBIA2Yy QA&

{ 995! Qa016HRESTreiterates the importance of inward investment and international
trade to the South East economy and the challenges associated with attracting increasingly

mobile and footloose forms of investment. The 2688 Corporate
that the global market for inward investment is becoming more

Plaalsorecognises
competitive, with the

g2NX RQa FlradsSad 3INRBoAy3d SO2y2YASEa 2FFSNAyY3

{ 995! Q2004-Corporate Plan outlined the importanceSetctor Support In particular,

Sedor Groups were seen as vital to enable SEEDA to work with key industries to help
remove barriers to their competitiveness and improve regional economic performance.
Sector Groups were to consist of business leaders who influence strategy and work across a
wide range of issues and initiatives to ensure they are coordinated to meet industry needs.
LY LI NIAOdzZ  NE (KSeé &akKz2dAZ R O2y iNRodzGS 2

Skills, Productivity and Innovation.

{9951 Qa / 2 NL1J2 NJoab giteratéslthg impotavde wfkey sectors and confirms
sectors and clusters as constituting a key route through which SEEDA will work with the
NEIA2yQa SEAA&G N0V Coffdratd Plan lefpiitly notes sector
INER dzLJa Q & dzO O &si fivé years? IS deintsi ddtShatlthese have tended to be

fragmented and limited in their sustainability.

Investments and Activities

SEEDA has spent £99#lion in total on business competitiveness and enterprise
interventions within the relevant period. Once already evaluated projects have been
removed from these themes, the population of investment in scope of the three evaluations
is £&4.4million, of which this report focuses on £15.8millicovering Sector Support, Inward
Investment and Internationalrade(i.e. 25% of the £&.4million under reviev.

TheSector Supporprojects(£3.8million of fundingunder review generally state improved
business performance amongst target sector firms as well as introduction of new products
and services as the pmary objectives. Secondary objectives include stimulating innovation
and R&D activity within target firms, as well as promoting export sales growth.

For both thelnternational Trade(£1.4million)and Inward Investment(£1.2million)projects
under review, pimary objectives address the need to extend the market reach of growth
firms into overseas markets, as well as securing new, sustainable forms of Inward
Investment in to the South Easegion The projects reviewed for the evaluation only

representavenda YF £t LI NI 2F {995! Qa
representative of the overall nature of this activity.

G20t AYysl NR

The key objectives articulated by these projects are in line with the main strategic priorities
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Xiv.

XV.

XVi.

XVii.

of SEEDA as a regional econodaeelopment agency. The projects take the development of
new products and services, extending reach into new markets and developing a more
knowledgeintensive and R&riented business base as priorities. This is in keeping with
the overall thrust ofboth the 20022012 RE@nd 20062016 RE&nd associated strategy
statements indicating that project activities on the ground have the main consciously
sought to align themselves with th¢BS 3 Aidenfified strategic needs.

Market Failure

The rationale dr project intervention is reasonably clearnmarket failure terms (see Table
5-1). In terms of the forms of market failure that these projects seek to address, they tend to
cover both causes of imperfect information and excessive market power. In teeot@®th
Sector Support and Internation@radeélnward Investment project interventions, they seek

to provide advice, information or leadership/coordination functions that reduce the costs of
business development and market expansion and provide targeinbases with a more
effective platform from which to extend their competitive position.

Tablel:{ dzYYI NB 2F t20SydAlt wlkaGA2ylFrfS FT2NJ {99

Market Failure Equity
Public Good | External Imperfect Market
ities Information power
Sector Support KK KKK K K K

Main market failure rationale relates to overcoming information asymmetries
well as providing leadership functions that would not be possible due to pub
good related issues.

Inward KK KKK K K

Investment Clear rationale around addressing asymmetric information constraints, as wi
equity rationale around provision of new employment and business
opportunities in more challenged parts of the region

International KKK KK K

Trade Market failure assoaited with imperfect information addressed here, as well ¢
support for penetrating new markets and therefore overcoming significant
barriers to entry into these markets.

Note: For strength of market failure case, 1 tick = weak,casieks = partial casend 3 ticks = compelling case¢
No ticks = no case.
Source: Project Reviews

Performance & Impact on Business Supported

Advice or guidance itie most common type of assistanpeovided Thistallies with their

core objective of stimulanhg improved busiess performance through the provision of
appropriate and targeted advice and networking opportunities. Access to other support or
intermediary organisations igtilised bymanybeneficiary companies.

Around one thirdof beneficiaries across these projectported an improvement totheir
busines® dompetitive standingsince receiving supparbut the majority of beneficiaries
report no significantchange Businesses participating in Inward Investment projects are
most likely to report an improvement itiheir standing; m fact almost half report a positive
changesince being assisted

The beneficiary survey for this evaluation utilised a basic set of questions and applied these
to all beneficiaries of all projects. It is difficult in this form of evaluatmrreate bespoke
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forms of questioning for different projects as this would restrict the ability to make
comparisons. With regard to Inward Investment projects, a more meaningful line of
guestioning may be associated simply with the difference projectigpdtion made to an
investment decision i.e. whether to locate in the South East region or not.

xviii. ~ Overall, around haldf project beneficiaries report new markets opening up since receiving
support.Businesses taking part in these projects overall haveigged an equivalent figure
of over 6,660 jobs, representing owve £542million of gross additional turnoverand
£219million of additional GVAn general therefore, the beneficiary firms have as a group
experienced a very positive business performance

xix.  Andysis of the distribution of impacts across project beneficiaries shthat a small
number of beneficiaries receive highly significant benefit, while the majority receive
relatively limited or no benefit. The majority of the impact of these projects diera
therefore is concentrated amongst a small number of Faghieving businesses.

XX. Given this, as might be expectdtiere are relatively high levels of deadweight associated
with these project activities. iyund 30% of employment growth across businesses i
attributable directly to support provided by the projects.

Impact on the South Bst Economy

xxi.  These thematic interventions are providing a netpact in GVA terms obetween
£140million and £158milliorfcurrent year only). This is positivalthough in tems of the
overall scale of the SoutBastNJ 3 AeBoyidinii, not a significant sum: it represeatsmost
approximately 0.0% of current South East regional GVA.

xxii.  Taking into account cumulative and future impacts of project actiwigymight expect these
projectinterventions to generate £1.5billion of net additional GVA. Thigiig reasonable
AaKFNB 27F (K SsugheBtisgh tRay ese pbojedtsaic be expected to make a
relatively small but noticeable difference to the regional economy.

Table2: Cumulative Impacts for Inward Investment

Relevant spend covered (Em) £4.7million
Jobs GVA(Emillions)
Gross Impacts 1,662¢ 2,018 £87-106
Overall Additionality Ratio 38% 43%
Net Impacts 632-767 £37¢ £45
Return on Investrant £6,800 per addl. job £9 per £1 invested

! Gross and Net impacts have mainly been generated using survey responses from businesses supported by SEEDA
investments. The technical approach adopted and thevey questionnaire can been seen in the associated appendices
G2 GKAA NBLR2NI® adzAg GALX ASNA 6SNB OF f OdzZf SR dzaiay3a | Ol dzi’
adzZllLX @ fAy1Fr3Sa YR AYRdzOSR 2NJ Ay02YS ST¥FSOihaéod
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XXiil.

XXIV.

XXV.

Table3: Cumulative Impacts for Sector Support

Relevant spend covered (Em) £8.6million
Jobs GVA(Emillions)
Gross Impacts 9,771-10,728 £552- £606
Overall Additionality Ratio 26% 34%
Net Impacts 2,577¢ 2,830 £186- £204
Return on Investment £3,200 per addljob £23 per £1 invested

Table4: Cumulative Impacts for Trade

Relevant spend covered (Em) £2.5million
Jobs GVA(Emillions)
Gross Impacts 1,626¢ 1,919 £51-60
Overall Additionality Ratio 35% 39%
Net Impacts 575¢ 678 £20¢ £24
Return on Investment £4,000 per addljob £9 per £1 invested

The projects reviewed and their grosse@ programme level impacts suggest they have had
discernable, yerelatively smallimpacts on key economic indicators for the region. The
overall impact has therefore been positive and the projects have made a measureable
contribution to economic performance. In scale terms these impacts are generally small.

In the @se of Inward Investment and International Trade projeth® returns over the
period under analysis seem low currently, although there may well be additional impacts
available that might feed through over a longer period. It should be borne in ,noihd
course that the projects reviewed in detail for this evaluation represent a limited volume of
the activity that SEEDA undertakes with regard to international trade and inward
investment.

Returns on investment for these projacindicate that they offegood value for money. The
overall scale of return is limitedurrently, suggesting that if there was more effective
targeting of appropriate beneficiariesi.e. firms that really do offer the best opportunities
for high valueadded growthc the overall impatto the region could be much greater.

Tableb: Setting Programme Impactsito Context of Regional GVARerformance

GVA Uplift Jobs Increases

Theme Cumulative Proportion of Total Increases | Percentage of

Increase in SE | GVA Increase in SE Jobs Increase

(Emillions) Attributable to Attributable to
SEEDA SEEDA

Inward Investment 0.09% 1.3%
Sector Support £44,587 0.42% 54,000 5.0%
Trade 0.05% 1.2%

Source: Regeneris Consulting calculations of impact and Headline GV£eat basic prices (National Statistics) Regional G
available to 2006/07. The average uplift in regional GVA 1997/8 to 2005/06 has been used for 2006/07 and 2007/08.
Increase in jobs in the region has been calculated using Annual Business InquiryQ@N)0D6. For 2006/07 and 2007/08
the average annual increase has been used to allow an overall figure for regional growth in employment during the rele
period to be generated
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Strategic Added Value

xxvi. One of the overarching objectives of the SedBamsortia is indeed to provide a leadership
function for these key sectordlustrating to businesses and stakeholders the value to the
regionof extending the market reach and innovation capacity of businesses in these sectors.
The project delivererdelieve they have in some way managed to influence broader policy
agendas that impact on their sectors, providing an impetus for a more bespoke response to
the development needs of the sectors. Sector Consortia are also generally discussed
favourably by reginal stakeholders.

xxvii. Inward Investment projects have played a role in engendering a more detailed and informed
understanding of the characteristics and advantages of the South East region as a place to
invest. These projects have added to the capacity oD®@EEelf and other stakeholders in
terms of ability to market theegioneffectively.

xxviii. Strategic influence on the agendas and priorities of other regional stakeholders was again a
key objective of the Sector Consortia and a role they have all activeltsmutake forward.
These consortia act as vehicles through which firms can collectively influence business
support and development processes, in a manner in which they would be unable to if acting
independently. Overall, this has resulted in better conation and streamlining of support
specifically for these target sectors.

xXix. International Trade and Inward Investment projects are able to influence the overall
approach to marketing the region both internally and externally, through interacting with
influential networks of companies and strategic organisations overseas.

xxX.  Added value through improved synergy has been achieved to some extent via these project
activities especially through the establishment of new, often sediased networks and
better mechaisms for ongoing industry dialogue. Many of these network mechanisms did
not exist previously in the South East. Overall improvements to processes for dialogue with
public stakeholders have been achieved.

Key Reflections & Recommendations

xxxi. Al these initigives have on the whole correctly identified an accurate rationale and
economic imperative guiding their development and delivery and have aligned themselves
clearly to the NS IAEYDE2 YA O LINA2NAGASAD ¢KSNBE Aa |
objectives, the activities they seek to implement and prevailing issues of market failure
affecting the markets in which they operate.

xxxii. The predominant form of support activity involves provision of information and intelligence
to beneficiary businesse# orderto reduce the direct costs incurred in making effective
investment decisions regarding product development, market expansion or location. This is
particularly the situation for Sector Support projects. Inward Investment and International
Trade projects dér advice, guidance and information in association with other forms of
support. A large number of Inward Investment beneficiaries have received support with
premises.

xxxiii. Given that most beneficiaries do not claim to experience any noticeable business benefit

regeneris
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XXXIV.

XXXV.

XXXVI.

XXXVil.

due to involvement in the projects, SEEDA must ensure that these projects have correctly
identified suitable beneficiary companies.

Levels of value for money and return on investment show that it is possible to generate very
high impacts for a certain maber of businesses at reasonable cost. Therefdra more
robust and more highly targeted approach is adopted to identifying possible beneficiaries,
there is a potential return of some significance for the regional economy.

There is a need to review tring and followup mechanisms and ensure that these are
actually in place properly. A lack of interaction by project delivery bodies may explain the
lack of recognition by beneficiaries that their involvement with projects has had any lasting
impact on thér performance A tracking exercise was conducted earlier in 2008.

In terms of Inward Investment and potential-ievestment progcts, there is need for the
Agency to increase general awareness amongst stakeholder of the scaleiraérngstion

with the rS 3 A 2ngsQitnportant employers in terms &upportingboth employment and

GVA growth Regional stakeholdeiiadicate a relativeljimited awareness of the role that
SEEDA may be playing in supporting the needs of the most important employers in different
locations across the region.

The beneficiary survey suggests that many of the firms supddwy all projects (Sector
Support, Inward Trade and Inward Investment) are relatively older and are not necessarily
young, recent starups. There is a needherefore, to review the efficacy of supporting
these types of firms and ensure that the rationale is clear for supporting each of these
beneficiaries. In particular, there should be greater targeting of mediiz®, medium
turnover businesses; these businessappear underepresented currently in the overall
range d project participants. These businesses may be mosmdyliko achieve significant
impacts from projecparticipation.

regeneris
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1. Introduction & Background

1.1 This evaluationtsdy is part of a wider programme of evaluation undertakenRngional
Developnent Agencies RDA} to report on the impact of their interventions during the
period 2002/3 to 2006/7. It focuses oBusiness Competitivenessid is one of three
undertakenby RISy SNRA & / 2yadzZ GAy3 t221Ay3 4 RAFFSN
business development & competitiveness (the other two reports ladividual Enterprise
and Innovation Infrastructure The evaluation explores three themes which niake
{ 9 9 5 I minitmeft B Business Competitivenéss

i Sector Support
1 Inward Investment
1 InternationalTrade

1.2 This is aprogrammelevel evaluation exploring investment themes rather than specific
projects. This evaluation will feed to thEvaluation of the Impact of RDAehdingreport,
commissioned by BERR and subcontracted to Regeneris Consulting by
PricewaterhouseCoopers LUPendeavours to develop a rounded picture of each theme
and has not been designed as a replacement for a more detailed pilejesdtassessment.
lf K2dZAAK GKS S@ItdzZ GA2y SELX 2NBa GKS AYLI Ol
there are, undoubtedly, further impacts accruing to these investments which have yet to
manifest themselves in the economy.

1.3 The evaluation has been designed and uridken in order to comply with the principles set
out in the Impact Evaluation FramewoflEF) to guide how RDAs demonstrate their impact
on regional conditionsThe exercise focused on four central elements of the IEF:

1 Toreview conditions and strategieés the South East

1 To gauge therelevanceof interventions to the challenges facing the regional
economy

1 To provide a quantitative assessment of net economic impact, as a measure of

effectivenesf the interventions reviewed

1 To assessfficiencyby consideing valuefor-money indicators on unit costs to the
public purse of the interventions reviewed.

2 These themes have beeconstructed for the purposes of this evaluation exercise to match the wider national
programme of assessment being undertaken. SEEDA has its own grouping of investments and this evaluation draws on
THO4 Advanced Manufacturing; THO4 Nano & Micro Tech; FHa@dma Bio; TH04 Sector Consortia; TH04 Support
Services; THO1 Asia Pacific; THO1 Business Intelligence and Performance Mgmt; THO1 Europe; THO1 Investor
Development; THO1 Locate in Kent; THO1 North America; THO1 Europe; and, THO1 International Trade\Ssute

290 tdzr GAYy3 GKS LYLIOG 2F 9y3dttyRQa wS3arazylt 580St2LIvSyi
Frameworkg February 2006 http://www.berr.gov.uk/files/file21900.pdf

regeneris
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1.4

1.5

1.6

1.7

1.8

1.9

Where possible, the evaluation endeavours to:

1 Generatelessons and advice to SEEDA on titéity and sustainabilityof the
interventions to help shape futur®unds of investmentand

1 To identify examples ostrategic added valuevhich have been secured through

{9951 Qa4 Ay@2t #SYSyd Ay LRtArde RSOSt20LYSyd

It should of course be borne in mind that IEF criteria were not in place when the projects
under review weralesigned and initially began operating.

Approach & Work Undertaken

The evaluations have been built up from a series of fieldwork tasks:

1 An initial round of3 scoping interviewswith SEEDA staff to understand regional
strategic priorities, the South Easbritext and the approach adopted by SEEDA to
intervening in each of the theme areas. These sessions also helped identify the
short-list sample of projectfor detailed review.

1 Deskbased analysiSELX 2 NAy 3 GKS NBIA2yQa adl iSR
variousCorporate Plamand other documents) combined with an assessment of the
overall scale of spend and performance of investments.

1 A series ofproject reviewswith the shortlisted sample of projects to understand
how interventions had been managexhd delivered on the ground, and to assess
how they have contributed to regional economic priorities.

1 An extensive telephonesurvey of businesse$550) assisted by the shoitsted
projects to gauge the perceptions of business people and the impact esriave
had on the performance of individual companies.

1 A brief round ofstakeholder interviews(10) with SEEDA partners to develop an
understanding of the appropriateness of strategic priorities, assess how closely
interventions fit with needs and opportities, and better understand how the
region has progressed over the relevant period.

This report sets out an analysis of the fieldwork findings. Technical details on the scale of the
fieldwork, the research tools deployemhd supplementary findings (inming some of the
raw data) can be found in the Appendices.

Strategic Context in the South East

Clearly the South Eastegion has continued to perform strongly over the period of the
evaluation i.e. 200220067, maintaining its position as one of the tiag economic regions
in Europe.

In terms of international trade and inward investmenhet 20022012 Regional Economic
Strategy had already identified the South Easlig§ S ¢ 2 NX RQa |ddbtnfydtolLJ €
the UK but also into Europe At that time, the South East was seen assignificant
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1.10

1.11

1.12

1.13

1.14

1.15

contributor to Europearprosperity anda preferred location for multinational headquarters

N9 dzNR LIS® ¢KS {2dziK 9 a0 Qa EMXNWwalie hyfest B A Iy
UK region outside of London.

In 2002, he European Uniowas seen as being afdreasing importance to the South East,
offering opportunitiesfor trade, partnership and sharing of best practice. The South East

therefore faceda number ofchallengesat that time, including the revisionf the Structural

Funds and the Common AgricultuRblicy (the principal funds from the European Union).
With enlargementabout to bring in13 new caintries, the number of EU consumers was set

to grow from 320 million to 500 million. The South Eass onsideredwell positioned to
benefit from this increased market through trade inogls and services

With regard to the sectoral base, the 208012 RES identified that theerformance gap

betweenaveragelevels of business performance and the best \wtlb substantial. Success
as a knowledge economyas seen to dependn far more than success within a narrow

range of highechnology activities.

Investment by internatinal businesses in the region weansidered avital part ofthe South

9F adQa

Prasyeiity. YAsliBvBstmentvas becoming increasingly mobile, success in

attracting and retaining businesse@gas considered to requir@roactive marketing of the

region with a comprehensive higiuality service. Large international businesses already

establshed in the regiowere seen as beingf fundamentaland continuingmportance to
its economic health.

Overall employment levelsncreased between 2002 and 20Q6as did the number of
businesses operating in the region. Business survival inetleager this period, aglid the
rate of investment by businesses in R&D. There have, however, been slight declines in the
overall employment rate and the business stapt rate per headubsequently

Overall, it must be borne in mind that SEEDA is required by BERRpport inward
investment and investor development activity. This SEEDA activity is therefore integral to a
wider national programme of inward investment.

Strategic Priorities for BusinessCompetiveness

Inward Investment & International Trade

TheRegbnal Economic Strategy (RES) for the South East ZW2 identified establishing

international relationships and encouraging international business activity as important

FOdAz2zya (2 KStLI GKS {2dziK 9 &i
innovative and productive regions by 2012. Key actions to enable this irtlude

1

Attracting foreign direct investment both to reinforce the global competitiveness of
the NB 3 ApRiofitQ &ectors and to bring additional economic activity where it is

needed
Implementing a strategic programme of investor development

Developngand implemeninga network of Global Regions

Version 4.2Page3
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1.16

1.17

1.18

1.19

1.20

1 Supportngthe delivery of the International Trade Strategy

The RES8utlined the importance of 13 key sectors in meeting at least one of thieviang
criteria:

1 Sectors driven by new and emerging technologies with transformational potential:
pharmaceuticals, biotechnology and healthcare, information and communication
technologies, media/creative industries, and environmental technologies.

1 Major employers and economic drivers throughout the region: tourism and leisure,
freight transport and logistics, construction and property services, financial and
professional services, and latadsed industries.

1 Manufacturing sectors with high valkatded growh potential, underpinning the
NBIA2Y Q& AYOUSNYFGAZ2Y I f 4N} RS LISNF 2NXI yO
automotive), aerospace and defence, and marine technologies.

{9951 Q& FLIINRIFOK KIFa S@g2f SR 20SNJ GAYSd ¢KS
forward into a new round of activity, having learned from the experience of previous
initiatives.

One of the latest REQ0062016)] S&@ 202S0GAGSa Ay @2t dSa o022aij
competitiveness through assisting more businesses to operate intemadljo and
YIEAYA&AAY3T GKS {2dziK 91 43Qa &KLl NBmagiising 2 NSA Iy
GKS {2dziK 9FadQa aKIFINB 2F FT2NBA3IAY RANBOG Ay
supported by actionshownin Tablel-1.

Tablel-1: Key Actions To Assist More Businesses To Operate Internationally

Action Rationale

Creation of a single regional team encompassir The UKTI/SEEDA International Team was
trade and investment, underpinned by a joint |established in January 2006 to ensure the regic
trade and investment regional international can anticipate and adapt to the challenges and
strategy. opportunities of globalisation.

Strengthen the international networ&f global | This will brealdown barriers to competition and
partners from similar higiperforming regions help identify commercial opportunities for our

overseas. companies and universities.

Further develop a programme of aftercare This will ensure that strategically important
support for investors s part of a broader Investo investors are embedded into the economic fabr
Development Programme. of the region, ensuring the benefits are

maximised for all.
Develop and utilise the offer of the Greater Sou A partnership approach is required to showcase
9 adqQa O2ftf SOGAGBS & Nithe collective strengths of the Greater South Ea
regional partners in London and the East of as a global centre for business, science and
England. creativity, waking with regional assemblies and
the Greater London Authority.

Inward Investors are recognised as a vital group within the South EastiniEneational
Trade Sector Advisensitiative was initiated by SEEDA and has the objective of getting more
companes into export markets (Business Exporting companies are known to be more
productive than others).

SEEDA also recognises the importance of sustaining the commitment of the existing investor

regeneris
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base. As mentioned previously, attracting and retaining globathpile R&D by the major
multinational companies in researghtensive businesses is a key priority. SEEDA has
invested in a substantidhvestor Development Manager teaniiDMs) based around the
region who are in contact with more than 500 significantibasses, to solve problems,
involve them in networks or programmes that could help them, with excellent results in
terms of safeguarding or creating jobs. UKTI is to increase the resource available to SEEDA to
do this work.

1.21 Inward Investment was clearld3 O2 3y A a SR  @0082004\Corpprat®FHah &34
fundamentali 2 G KS NBIA2yQa SO02y2YAO TdzinuestBent ¢ KS NI
anddevelopmentof keyhigh valueaddedtarget sectors is made cleawith the two seen as
being mutually reinformg. Investor Developmenin particular is seen as a key facet in
SEED Qaf#temptsto promote and embed new inward investment into thegionand the
role of InvestorDevelopmentManagers is set oujuite clearly, as is the economic rationale
for this rde.

1.22 { 9 9 $20082006 Corporate Planprovides even more detail,further underlines the
importance of Inward Investmenand International Trade activites and describes key
projects to cement these activities, alongsidepecific targets forthe number of nev
investmentsto be secured for the region. Inwatdvestmentis se@ as a process that can
NEAYT2NOS GKS 3Ft20Ft 0O2YLISGHA G aBdyhGadditiodT G KS |
economic activityo parts of the regiorwhere it is needed.

1.23 At thistime, the three main sectors of interest welde sciences, ICT/business services and
highttech engineering. The Corporate Plgtsout an overall Inward Investment Marketing
Strategy detailing target sectorsand locations for Inward Investmentand Irternational
Trade activity. The Corporate Plan commits the Agency to implementngstrategic
programme of investor developmentevelogng and implemening a network of Global
Regionsand supportinghe delivery of the International Trade Strategy

1.24 The2005-2008 Corporate Plamecognises that the global market for inward investment is
0SO2YAY3a Y2NB O2YLISUAGAQGSE gAGK GKS @g2NI RQA
low cost options for investors. Investments into the UK as a whole and the Soutteiths
to be smaller now than a few years ago and generally create fewer jobs. This trend reflects
the tendency for small companies to internationalise at an earlier stage in their growth cycle,
but it also reflects increased competition from other glokedions.

1.25 As such, SEEDA will continue to work with UKTI to increase the numbers of new inward
investment successes (of which 75% knowledge driven) into the region as well as the
numbers of successful new exporters and firms assisted into new markets.inward
investment promotion activities, the SEEDA will continue to comply with the requirements
of the longstanding Committee on Overseas Promotion.

1.26 It should be borne in mind that SEEDA is obligated by central government to provide a
regional inwardinvestment function.

Sector Support

1.27 As part of the currenRES (2002016)priority to increase the percentage of total South East
business turnover attributable to new and improved products and services, there is an
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1.28

1.29

1.30

131

1.32

1.33

action to support further development dfie following key Sector Consortia:

1 South East Media Network (digital content)

1 Marine South East (marine technologies)

1 South East Health Technologies Alliance (health technologies)

1 Envirobusiness South East (environmental technologies and services)
1 SouthEast Centre for the Built Environment (built environment)

1 Farnborough Aerospace Consortium (aerospace and defence)

These Sector Consortia aimed to provide a busie$$ocus for collaboration to spark new

ideas, identify opportunities and bring more mwation to market through busineds-
odzaAySaa Sy3alFr3aSySyidaod {SOG2N) /2yaz2NIAl g2N]
{9951 Qa Yy2gtSR3AS bSGg2N] ad

In terms of the RES priority to increase the business stock, an action is proposed to support
new and graving businesses in the creative, cultural, leisure, sporting and visitor economy
sectors. Since the creative industries are the fastest growing sector in the region, it is
important that services are designed with their needs in mind and delivered in thays
reach creative businesses effectively.

{ 9 9 520022004 Corporate Plamutlined the importance of support for key sectors. In

particular W{ SOG2NJ DNRdzLJaQ 6SNB aSSy a @Aaart G2 Sy
help remove barriers to theicompetitiveness and improve regional economic performance.

Sector Groups were to consist of business leaders who influence strategy and work across a

wide range of issues and initiatives to ensure they are coordinated to meet industry needs.

In particular,i KS& &aK2dzZ R O2yiNAROG6dziS (2 GKS StSYSyia
Skills, Productivity and Innovation.

{ 9 9 5 Cofparate Plan for 2002006 reiterates the importance of key sectors and

confirms sectors and clusters as constituting a key route thnougich SEEDA will work with

GKS NBIA2YyQ&8 SEAAGAY3I o0dzaAyS&aa olaSo ¢KS /21
KAIKfe& RSLISYRSyd 2y avrftf FyR YSRAdzY Sy SNLIN.
economies. The overall approach includes sufipgrknowledge transfer into the business
community, driving the adoption of best practice through networks, and ensuring high

guality business suppart

The 20052008 Corporate PlaiS ELX A OA (f & y23S54a GKS asS0iG2N INZ
five years, bt points out that these have tended to be fragmented and limited in their
sustainability. While SEEDA will provide core funding, these sector consortia will be owned

and resourced for many of their activities by their business participants, on the motted of

already successful Farnborough Aerospace Consortium.

{ 9 9 5Poliw for the Sector Consortia0082011 reports on the impact of the Sector
Consortia to date and sets out a refreshed policy for the Consortia in coming Be#ding
on the findingsof the Performance Review, the report sets out some of the key impacts of
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1.34

1.35

1.36

1.37

1.38

the Consortia to date:

1 The depth and quality of the knowledge that the Consortia have amassed is seen as
a competitive advantage for the regipamongst other things helping investmieto
be targeted more effectively

1 They play an important conduit role in the regian facilitating supply chain
collaborations, linking businesses and joining up the work of business support
organisations

1 They play an ambassadorial role, representing 8euth East at national and
international policy forums

1 UsingSEEDA funding they lever in additional funding from public and private sector
resources.

Despite these successes, the report states the need for changes, citing their unfulfilled
potential to hep deliver the RES; the fact that SEEDA requires more return for its
investment; a need for the Consortia to fit in with current policy focus on phesed
investment; and the need to comply with Business Support Simplification. The report also
reiteratesthe need for a new framework to measure impact.

Many ofthese findingsand recommendations have already been taken on board and the
Sector Consortia are now adapting their overall structures and services in the light of lessons
learned.

Overview of Approach

Sector Support

Projects contained within this theme area have actively sought to supertneeds of
identified target growth sectors. The overall aspiration is to effectively invest in those
businesse®ffering the bestopportunitiesfor highvalueadded employmentand turnover
growth.

The Sector Consortia, by their nature, aim to support the growth ambitions of businesses in
technology and R&Dased sectors, many @fhich are Manufacturingrelated. Therationale

for this approach is cleariyjed to SB 5! Q& 2 @S NI NJrikriies fr tHe @giohz YA O
around enhancing overall competitiveness

The Sector Consortia vary in the precise manner of thperation across the different
sectors but retain many commorelements Theseelementsinclude actingas a leadership
and coordination focusboth for businessesand for agencies that support business
development; acting asmechanismsfor linkage between their businesscommunities of
interest and the regionalknowledge and R&D baseproviding effective netwrking
opportunities and seeking to protect property rights associated withnew product
developments The first sector consortiumcovered Aerospace and Defencedven the
perceivedsuccess Dthis project, he same basicmodel was utilised for consortia ceering
the other targetsectors
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1.39

1.40

1.41

1.42

Inward Investment

SEEDA useswdde variety of mechanismfor the attraction of new inward investment from
both foreignsources énd domesticsourcesvia funding of Locate in Kenffhe Agency has a
numberof Investor Deve@lpment Managersworkingacross the regiorwho seekto identify
and support theneeds of receninvestorsand those major companies looking to reinvdst
addition, there is a seriesof SEEDA representativpested overseas in key markieications,
who ate tasked wih identifyingleads and encouragingade and exploratorymissiors from
these locationgo the South Easbf Englandegion.

SEEDAlsoinvessin specific investmentehiclestasked with supportingnward investment
in keylocations across th8outh Eash S ® 3 @ s f{indirtyd Lotate irkend

International Trade

{ 995! Q& AsyniiexigtiSnAllitrad2afe gearedtowards specific developmentof
overseasmarkets within targetsectorsp ¢ KS | 3 S yiOus&ltd compemMBrit ghd
add vale to the existing activities ofmportant agenciesespeciallyUKTI South East. The
emphasis of SEEDA funding is to enable a more intensive spetoific focus in terms of the
advice offered to businesses looking to trade internationally.

In the analysighat follows, project activities originally categorised H#ernationalisatiof
have been disaggregated separately into Inward Investment latetnational Trade. The
sample of representative projects selected for the evaluation contains only one &ti@nal
Trade project. Thereforea number of conclusions are drawn based upon the performance
of this one project.
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2.

2.1

2.2

2.3

24

2.5

2.6

2.7

Analysis of3 %%$! 6 O ) 1T OAOOI AT ¢

Table 2.1 shows aimmary of total SEEDA investment during the Releariod by theme,
based on AGRESSO data.

Table2-1: SEEDA Spend By Year (£000s)
2002/3 2003/4 2004/5 2005/6 2006/7 Total

Inward Investment 0 418 1,127 1,234 1,993 4,773
Sector Support 134 1,382 1,225 3,060 2,789 8,589
International Trade 81 561 688 656 500 2,486
Total 215 2,360 3,041 4,950 5,281 15,848
Source AggressqSEEDA)

SEEDA has spent £99iflion in total on business interventions within the relevant period
across all of the themes. Onceeddy evaluated projects have been removed from these
themes, the population of investmentvithin the scope of the three evaluations is
£64.4million, of which this report focuses on £15ilion (i.e. 25%o0f the £64.4million).

Sector Support has receivedsificant fundingtotalling approximately 8.6million.

Inward Investment and International Trade projects have received relatively modest
amounts of fundingcertainly in comparison to the overall scaletbé South East economy

Programme Outputs& Impacts

{9951 Qa4 Ay@SaidySyda KIFI@S 3ISYSNI G§SR Zddoaidl yiaa
thesehave been reported to BERR and partners. Given the manner in which this information

is stored it has not been possible to include a comprehensive illustratddnthose
achievements for these themes. Thisowever, does not affect any of the subsequent

analysis of impact in the rest of the evaluation report.

The South East region has experienced ongoing economic improvement since 2002 and
investments in targetedactivities by SEEDA have undoubtedly contributed to this
performance. With regard to International Trader example, the total number of exporting
companies (excluding services) in the region increased from 8,872 in 2003 to 9,111 in 2006
(an increase 02.7%). The rate of growth was greater than the rate of growth in the total
business stock and represents 35% of the total UK growth in exporting companies in 2006

In the context of Inward Investment, the number of foreign direct investmérBil)into the

South East has risen sharply over the last few years, from 137 in 2003/04 to 235 in 2006/07
(58%). In 2005/06the South East accounted for 2®f the total UK FDI. The most recent

figures for 2006/07, however, show a slight decline, with the SouthCEast & KI NB ¥ f f A
some 16%0f the total FDI.

*The Regional Economic Strategy 2@086 Annual Monitoring Repip Issue 1, October 2007
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2.8

2.9

2.10

2.11

It has become clear during the course of the evaluation that there are significant issues with
YAdaAy3d RFGE GAUKAY {9951 Q& Ay dSNfivities. Y2 YA (2
Therefore,output data presated below should be treated with some caution. Over time,

the Agency has begun implementing a series of important steps to improve spend,
monitoring and measurement data within its internal systems and the quality of this
information has improved considably.

Table 220 Sf 26 aK2ga NBLRNIAY3I 2dzillzia FNRBY {995!
made use of the evaluation review themes, aggregated upwards to create output figures
based on the tasking framework.

Table 22: SEEDA Programme Theme Achievements By Year

2004/5 | 2005/6 | 2006/7 Total
New Jobs Created/Safeguarded
Inward Investment 2,190 2,028 2,353 6,571
Sector Support 5 3 668 676
International Trade 1,660 0 1,679 3,339
Employment Support
Inward Investment 11 0 11
Sector Support 58 84 142
International Trade 11 0 11
New Businesses Created
Inward Investment 0 78 16 94
Sector Support 38 9 1 48
International Trade 43 56 0 99
Number Of Businesses Assisted To Improve Their Performance
Inward Investment 336 400 958 1,694
Sector Support 416 718 1,499 2,633
International Trade 48 371 41 460
Skills Development

Inward Investment 104 0 54 158
Sector Support 1,411 294 1,475 3,180
International Trade 0 183 39 222

Source: SEEDA PMS system
NB Employment Support was only instituted as an output in April 2005.

Despite some missing information, this data source suggests positive progress overall with
these theme activities across a number of key indicators. For example, these thematic
activities have generated a total of around 790 new jobs thast majority of these
emanating from Sector Support activities. Additionally, a total of 102 new businesses have
been createdwith Sector Support again accounting for the greatest share.

Table 2-3 below shows data from SEEBpecificallyon the succedal attraction of FDI, as
well as successes regarding ongoingnrestment of existing investors.
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Table2-2: Foreign Investment and Domestic Investor Development Successes
Foreign Inward Investment

Inward Number of

Investment Number of Jobs Jobs

Successes Safeguarded Created* Total Jobs
200405 58 1,056 2,067 3,123
200506 61 1,198 2,776 3,974
200607 84 1,589 2,319 3,908
Total 203 3,843 7,162 11,005

Domestic Investor Development

Inward Number of

Investment Number of Jobs Jobs

Successes Safeguarded Created* Total Jobs
200405 5 1,023 200 1,223
200506 5 777 83 860
200607 3 0 416 416
Total 13 1,800 699 2,499

Source: SEEDMMS System
*This is based on a forecast given by a company at the dginmevestment. This follows guidance
in the UKTI/R/DAS

2.12 As the table shows, SEEDA has had substantial inward investment successes, with over
13,000 jobs attributable taverall inward investment and ongoing investor development
activity. The projects regived in depth for this evaluatigitherefore, represent only a vy
avyl tf LI NI Bward{n9eSthentQétivityi shdidretnot fully representative of the
overall nature of this activity.

The Sample of Projects Reviewed

Project Descriptions

2.13 Short descriptions of the specific projects subject to detailed review forghsosesof this
evaluationare providedn Table 24 below.

Table2-3: Project Descriptions

Theme Project Title |Description

Sector Automotive |A supply chain development programe developed by the (then) DTI &

Supoort Supply Chain |a national level and subsequently sponsored by SEEDA. Objective
Groups to increase value added per person in the automotive/aerospace se

Progranme  |through supply chain development. Companies in a common supply
chain for a particular component were brought together into a group
work on issues around efficiency and eliminate waste.

Sector Construction | The Consortium is a strage leadership body for the construction anc
Support Sector wider built environment sector. It was formed in response to an
Consortia invitation by SEEDA, which had decided to contract out all of its sec

support activities for priority sectors to independent companies
governedby busineses and run by a full time CEO. Its role is to provi
leadership, to influence, inform and advise, to coordinate and to
facilitate.
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Sector
Support

Sector
Support

Sector
Support

Sector
Support

Sector
Support

Sector
Support

Sector
Support

South East
Bio
Manufact
uring
Marine
Sector
Consortia

Defence &
Aerospace
Sector
Consortia

Environment
al Sector
Consortia

Digital
Content
Sector
Consortia

Innovation
and
Technology
Transfer
Project D03
20

Healthcare

Technologies

Consortia

The aim of the project was to provide support for stag/early stage
health technologies companies in the region that need to assess the
biomanufacturing needs and strategy. The project also assisted thc
who need access to biomanufacturers by providing a unique catalog
al NAyS {2dziK 91F&ad o6a{90 [UGR KS
businesses to improve profitability and market access and, therefor¢
increase their share of the global market. It achieves this by providi
AGNF G6§S3IAO0 £ SI RSNEK Jedtdr. Trashvolvés S N.
analysing global market and technology trends and their implication
F2N) 6KS NBIA2yQa odzarySaasSasz f
trends and implications, identifying new business opportunities for
South East companies and faaifing the collaborative responses.
The Farnborough Aerospace Consortium (FAC) provides strategic
leadership for the aerospace and defence sector in the South East.
SEEDA funding enables the provisad the core infrastructure and
strategic leadership capability of FAC which will subsequently enabl
GKS 'YQa ISNRALI OS IyR RSF¥SyoOS
global market. This, in detail, mearmiilding strong partnerships with
other industry stakeholders, working with them to develop a shared
vision and strategy for the sector in the region, persuading them to
align their plans and resources with this strategy to overcome the
current problems of fragmentation; coordinating its implementation
and evaluating its impact.

Envirobusiness South East Ltd enables South East environmental
businesses to identify new international market opportunities and,
therefore, increase their share of the global rket. It provides
strategic leadership for the region's environmental technology and
service (ETS) sector. The consaati@a vehicle for creating networks ¢
companies to better respond to market needs. This is in line with wt
the Lambert Report calléstructured serendipity* creating a platform
on which companies will be able to collaborate.

A new company (South East Media Network) was set up in respons
invitation by SEEDA to provide a holistispense to the problems
faced by the digital media sector in the regjéa the changinghature

of how technologies are usedffectbusinesses and communications.
Established following withdrawal of funds to stdgional Wired
partnerships and was fallow-on of the MTT (Media, technology and
telecommunications). Service provides industry links, encourages
dialogue between actors and passes on information which will impr¢
the way businesses run.

The aim of this Project was to achieve Innovation and Technology
Transfer brokerage activities in support of wealth and job creation ir
the SouthEast. Objectives include raising the awareness of SBatt
businesses to the Defence Diversificatiod Sy O& Qa & S NI
business opportunities and match them to technology, knowledge a
know-how from within the Ministry of Defence Scientific and Technic
base.

Health care consortieun by Souh East Healthcare Technologies
Alliance (SEHTA¥hich was set up to deliver the project. Provide sec
support to individual businesses including those in the supply chain
also work to have a strategic influence to improve the performance
the secbr as a whole.

® Lambert Review of Businegmiversity Collaboration, 2003
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2.14

2.15

2.16

2.17

Inward SEEDA Locate in Kent (LIK) is the inward investment agency for the County
Investment |Support to Kent. Prior to receiving funding from SEEDA, LIK sought to attract
Locate In investment into Kent from both domestic and interimtal markets via
Kent a series of offices/presence overseas. PREEDA funding, LIK
reconfigured its services to concentrate solely on attracting domesti
sources of investment, targeting in particular the Susthlea
Communities growtlareas of Ashford and dith Kent Thames

Gateway.
Inward North Funding of representatives in key North American locations. These
Investment |American representatives are tasked with identifying organisations interested
Represent potentially in locating operations in the 8 Eastregion A key
ation objective is to facilitate visits and trade missions to the South East tl
will ultimately lead tosustainabldénvestment
Internat- International |SEEDA funds a series of specialists to provideadvid guidance on
ional Trade | TradeSector |international trade for South East based companies. The objective i
Advisors support companies to identify and enter into new overseas matkets

thus increasing their overall market penetiegn and subsequent
revenues. The advisers are secspecific, reflecting SEEDA's desire fi
more sectortargeted support for overseas market development. Tari
sectors: ICT, Biotech & Healthcare, Aerospace, Marine, New Media
Automotive.

Table 2-4 below presents asummary of thescale of the projectshortlisted for indepth
review as part of the evaluatiodata is drawn from thé\ggressasystems. These projects
were selected in order to provide a representative sample of overall programme activity.

Table2-4: Sample Shortlist

Theme Number of Projects Total Spend in Relevant Period
Aggressq£000s)

InternationalTrade 1 1,453.0

Inward Investment 2 1,210.4

Sector Support 9 3,811.5

Total forsample shortlist 12 6,475.0

SourceAggressalata

In total, there are 23 projects that cover these three themes, accounting for £15.8million. Of
this, a sample of 12 projects is reviewed in deicounting for approximately £6.5million
(i.e. 41% of the total).

It is clear that the averagcost ofboth International Trade andnward Investmenprojects

is significantly higher than for Sector Suppofinecdotally, this is likely toeflect the
relatively high cost of supporting the devplnent of overseas markets and attempting to
drawin new investment to theregion

The Sector Supporprojects selected for review provide a good, representative sample of

{ 995! Qaiin thi®aiea Bok ihe Inwardnvestmentarea of activity, two projects have

been selectedand these represent some verpexific forms of support.These projects
aK2dzZ R y2d 0SS GF1Sy +ta NBFESOGAGS ySOSaal NAf
inward investment. As demonstrated by the data presented earliehette is significant

additional activity undertaken by the Agency in support of inward investment that lies

outside of the specific projects reviewed.
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2.18

2.19

2.20

As Table 2-6 below shows, actual project spend has the main equatedto that actually
incurred apart from in the Inward Investment theme, where the North Aican
Representation project undespent during the relevant period’e other projects appear to
have progresseanuch as anticipated These projects have incurred revenue rather than
capital spend and therefore forecasting budgets is kely to have been relatively
straightforward.

Table 26 Project Cost2002/03 to 2006/07

£000 Inward International

Sector Support | Investment Trade Grand Total
SEEDA CostLContracted 9,532
(E000s) 3,642 2,109 3,780
SEEDA CostsActual(£000s) 3,723 1,750 3,780 9,253
Bahnce (£000s) 81 -359 0 -278
Actual as % of Contracted 100.4% 79.1% 100% 96.8%

Source: Regeneris Project Review Database
Actual as % of Contracted presented as an average of individual projects within each theme

Tables2-7 and 28 below show project outpts in terms ofjobs created andusinesses
supported where this information is available

Table 27 Project Outputs- Job Creatior2002/03 to 2006/07

Inward International
Sector Support Investment Trade Grand Total

Contracted 35 1,300 n/a 1,335
Actud 0 1,317 n/a 1,317
Balance -35 17 n/a -18
AverageActual as % of

Contracted 0% 101% n/a 51%
Average unit costs n/a £380 n/a £380

Source: Regeneris Project Review Database

The reviewed International Trade and Inwards Investment Projects were nobiseactual targets for Job
Creations

The averages are calculated as averages across the individual projects within each theme

Table 28 Project Outputsg Businesss Assistec®002/03 to 2006/07

Inward International

Sector Support Investment Trade Grard Total
Contracted 817 n/a n/a 817
Actual 2,755 n/a n/a 2,755
Balance 1,938 n/a n/a 1,938
AverageActual as % of
Contracted 192% n/a n/a 337%
Average unit costs £5,605 n/a n/a £5,605
Range of unit costs £346-£22,100 n/a n/a £346-£22,100

SourceRegeneris Project Review Database

The reviewed International Trade and Inwards Investment Projects were not set contractual targets fc
Businesses Assisted

The averages are calculated as averages across the individual projects within each theme

This datashould againbe treated with a degree of caution. In some instances, project
contracting arrangements were finalised without any specific target outputs for these main
indicators beingfirmly established. For several projecteey indicators were agreednly
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2.21

2.22

2.23

2.24

2.25

2.26

2.27

2.28

some time after the inception and commencement of the projects.

The output data that does exist (notwithstanding issues around its accuracy) suggests that
projects have been successful in their ability overall to engage with business beneficiaries
and provide support. They hawgenerated fewer outputs iterms of both creating new jobs

and new businesses. This is due partly to the fact that many cfetpeojects did not
stipulate the creation of either jobs or new businesses as a key objective andsbaght
instead to offer services that generate a higher degree of innovation, use of new technology,
greater networking opportunities or more effective business processes.

Arguably, however, these actions should in time lead to additional job or businesson
and, as suchthese outputs coulchave been included in the initial contracts with project

delivery bodies.

Project objectives

TheSector Support projects generally state improved business performance amongst target
sector firms as well as introdtion of new products and services as the primary objectives.
Secondary objectives includstimulating innovation and R&D activity within target firms, as

well as promoting export sales growth.

For boththe International Trade and Inward Investmeryrojects under review,primary
objectives address the need to extend the market reach of growth fiim@ overseas
markets, as well as securing new, sustainable foomimward Investmenin to the South

Eastregion

Overall, the key objectivearticulated by these projectsare in linewith the main strategic
priorities of SEEDAs a regional economic development agendye projects take the
development of newproducts and services, extending reach into new markets and
developing anore knowledgeintensiveand R&Doriented business base asiorities. This is

in keeping with theoverallthrust of the 20022012 RESand associatedstrategystatements
indicating that projectactivitieson the groundhave in the main conscioushsought toalign

themselveswith the NB 3 Aidenfifiedstrategicneeds.

Project Investment

Sector SupportinternationalTradeand Inwardinvestment projects are revenue funded by
SEEDAHE! 3Sy 0eQa O2y(iNAROdziA2Y KlFa 3A2yS Ayiaz2

extending or reconfuring an existing set of services.

Aproportionof{f 995! Q& T dzy RA yi@ernat®nalTrade Sndravardnistent
projects has tended to sit alongside existing strearhsave funding rather than be used to

leverage imadditional fundingassuch.¢ KA & A a
Kent and the International Trade Advisors project.

GKS OFrasS F2N) 620K

{9951 Q& Ay idshEdSty ihe\ éxtgnsidh loficertain existing activities (e.g. the
initiation of sectorspecific trade advisors withikdKTI South East) or the redesign of an
SEAAGAYI ASNDAOS 05030 NBRANBOGAY3 [20FG8
markets). As such, several streams of funding were already in place and SEEDA funds were
effectively brought in to match an &sting portfolio of fundingz A G K2 dzi { 995! Qa
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2.29

2.30

2.31

2.32

2.33

2.34

2.35

funding it is unlikelyhat these project activities would have been extended or redirected in
this manner.

The Beneficiaries

All projectsreviewed focus on certain types of firm. There are therefaenumber of

common characteristics identifiable across target beneficiary groihould be borne in

mind againthat the inward investment projects reviewed are not representative necessarily

2F GKS SyiAaANBide 2F {995! Qa AyslFNR Ay@dSaildySyi

Overal, Sector Support, International Trade and Inward Investment projects are seeking to
attract potential highgrowth firms and this will include stattp and even prestart firms. In
addition, there is an emphasis on supporting higher valdded businesse®r those
enterprises deemed most capable of generating higledue products and services with
appropriate support. There is a spread of interest across the projects in terms of sectors,
with activity targeted at a fairly broad range of sector specialisms.

In total, 551 businesses that had received assistance from the sample projects took part in
the telephone surveyor this evaluation In constructing the sample of beneficiaries to take
part in the survey, every effort was made to ensure a representating statistically
significant coverage of the project beneficiaries. A thorough breakdown of the sampling
techniques adopted and the levels of statistical significance can be found in the technical
appendix to this document.

From our primary analysis of gject beneficiaries, a humber of specific findings emerge
regarding the characteristics of beneficiarisgpported. In terms of age of beneficiary firm,
the majority (52%) are under 10 years old. The largest single grouping of businesises i
sample (32% however, isactually aged over 20 years. These businesses are more
commonly beneficiaries of International Trade or Inward Investment project support. There
is, therefore, a significant number of beneficiary companies that are very matureraay

not necessarilype young, highgrowth potential businesses.

The majority of actual business beneficiaries are small and often +higimess, with less
than 10 employees. Within both SectBupport and Internationalrade related projects the
businesses tend tbe small.

The beneficiaries of Inward Investment support are generally larger than those receiving

other forms of project support. This might be expected, as the projects will be actively
targeting companies capable of generating a significant numbereof jobs in the South

Eastregion It should be borne in mind that one of the projects from which beneficiaries are

drawn focuses specifically on the Kent area and is therefore more likely to attract larger
businesses especially in the manufacturing seciok, Sy YSy i Qa SO02y2YA O LI
necessarily representativef { 995! Q&4 Ay g4I NR Ayg@dSaidz2NBR 2O3SNI f

The Inward Investmentprojects reviewed irdepth for the evaluation have resulted in a

particular set of characteristics associated with benefiemrFor exampldew of the project
beneficiaries are to be found in I@dlated sectors. Generall§, 9 95! Q&4 | OGAQPAGASA
board regarding inward investment would generate a larger number of business
beneficiaries across these sectors. It shoulsoabe borne in mind that the sample of
beneficiaries also picks up significant numbers of beneficiary investors associated with North
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2.36

2.37

2.38

2.39

2.40

American markets. Gendhga, SEEDAvould expect GVA per investment to be lower for
businessesrbm these markets tharsay from Asian or Far Eastern markets.

International Trade projects appear to be picking up significant numbers of smaller yet older
businesses. This may indicate that these are SME businesses that have been attempting to
expand nto overseas markets fagome time. There may be a question matkerefore, over

how many relatively new, genuinely higinowth potential businesses are actually being
picked up by projects.

In terms of sector representation, the largest share of businesses (20%) supported by these
projects overall operate in the Manufacturing sector. The next higsasire operatesn
.dzaAAySaa {SNBAOSa omMT:0® DAGSY {995! Qa 2@SNJ
across key sectors, significant penetration would have to be achieved adghes-énd and

advanced manufacturing businesses in order for these objectives to be realgauh, the

fact that one of the Inward Investment projects focuses specifically on Kent may explain the

large number of manufacturing businesses, as this seeimrains an important part of the

Kent economy.

A significant number of business supported by these projects have achieved considerable
levels of annual turnovealready 30% of businesses surveyed have turnover greater than
£2.5million. Just under 40% ofdlsample, however, have turnover of less than £400,000.
Higher turnover businesses are more likely to haweeieed support associated with Inward
Investment and are therefore likely to be significant providers of new employment
opportunities in the SouthEast. A significant number of those businesses receiving sector
support are also within the highest turnover categories.

Overall, there is a reasonable representation of businesses supported at both the smaller

size, low turnover end of the spectrum, as linaes the opposite larger size, high turnover

end. The area in the middle, with more medium sized-ZB0 employees) and medium

turnover (£400,000- £1.6million) business idess wel represented. There is clearly an

opportunity to extend the reach of pr§jOG & FdzZNIKSNJ Ayid2 GKA&A WYAR
beneficiaries.

The Support Provided

Tables2-9 and 210 below present details on the types of assistance project beneficiaries
have indicated that they received from the projects.

regeneris
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Table2-9: Type of assistance received by participants in telephone survey

. All Business
. . Inward International i,
Assistance received Sector Support Competitivene
Investment Trade
ss Themes
Financial assistance 7 16% | 95 | 24% | 58 | 50% | 160 | 14%
Assistance with business
premises 22 | 51% | 8 2% 2 2% | 32 3%
Specific advice or guidance 8 19% | 120 | 31% | 55 | 48% | 183 | 16%
General information 7 16% | 120 | 31% | 22 | 19% | 149 | 13%
Access to other businesses, un
or research institutions 4 9% | 115 | 29% 4 3% | 123 | 11%
Total 43 - 393 - 115 - 551 |100%

Source: Regeneris Consulting Survey of beneficiaries Q16

Note: At a 95% confidence level, the data in this table has the following margins of error: Inwar
Investment +£ 8.8%, Sector Support-#4.6% International Trade+/- 8.1%, All Business
Competitiveness themes +3.9%

Table2-10: Number of types of assistance received

. . All Business
Number of types of assistance |Inward International -
. Sector Support Competitiveness
received Investment Trade
Themes
One 349 | 76% | 92 | 65% | 38 |79% | 479 | 74%
Two 60 13% 42 30% 10 21% | 112 17%
Three 24 5% 3 2% - 0% 27 4%
Four 20 4% 4 3% - 0% 24 4%
Five 5 1% - 0% - 0% 5 1%
Total 458 | 100% | 141 |100% | 48 |100% 6 647 100%

Source: Regeneris Consulting Survey of beneficiaries Q16

Note: At a 95% confidenceuel, the data in this table has the following margins of error: Inward
Investment +f 8.8%, Sector Support-#4.6% International Trade+/- 8.1%, All Business
Competitiveness themes +3.9%

2.41 For all projectsthe most common type of assistance waghe form of advice or guidance.
This is not surprising ai® the main it is the objective ofmany of theserojects tostimulate
improved business performance through the provision of appropriate and targeted advice
and networking opportunitiesAccessd other support or intermediary organisations is also
stated as a form of support received by beneficiary compar®eerall, the majority of
projects claim to provide specialised advice as a major component of their offer and this
reflects the views of baeficiaries in terms of actual support received.

2.42 Over halfof the beneficiaries of Inward Investment projectdaim to have received
assistance with premises. This type of assistance is often common in inward investment
support activities.

2.43 Half of the Intenational Trade beneficiaries have received financial assistance, whgttt
possiblybe related to international trips or trade shows/exhibitignsr may have gone
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2.44

2.45

2.46

2.47

2.48

2.49

2.50

towards marketing activities. Few have received support with premises, probably because
the beneficiaries are already functioning business entities.

Sector Support project beneficiaries are fairly evenly spread across the various forms of
support, with the exception of help with premises, which is not after all a key function of
these projects.

The majority of project beneficiarie®port having receivedonly a single fan of sugport

from these projects rather than multiple formBor every inward investment success, SEEDA
monitors the services the company received (following guidelines agneétkii| and RDAS).

To count as a successful inward investment, the company needs to receive more than one
ASNDAOSP Ly {995! Qa SELISNASYyOS adz00Saa¥dzZ Ay

Inward Investment project beneficiariegn common with all berfciaries cite help with

premisesas a main form of assistance. These beneficiaries do not suggest that tyatrthe

taking advantage o fuller set of support activities, as might be expected from these types

of intervention. It should be borne in mindgainhere that the Inward Investment projects
NEGASHSR FT2N) G6§KS S@lftdz GA2y R2 y2G NBLNBaSyI
investment programme.

Summary Assessment of Projects

Rationale & Approach

Sector support projectssuch asthe Sector Cuosortia, have sought to develop a more
competitive, higher value and innovatiaiented business base across the target sectors of
interest, i.e. Automotive, Construction and Built Environment,-Bianufacturing, Aerospace

and Defence, Marine, Environmett Technologies, Digital Media and Healthcare
Technologies. In particular, the Sector Consortia aimed to provide advice, guidance and in
some cases financial subsidy to further the ongoing development and evolution of product
and service. Additional aim#sidluded greater coordination and influence over business
support processes, mentoring of neand emerging firms and profieising. A further
objective of these initiatives was the development of sector leadership functions,
establishing a lead voice aimfluencing body for these sectors across thgion

In some casesnvercoming difficulties associated with configuring effective supply chains
across the region and streamlining procurement proesst the benefit of target
companies were highlighted bpgrojects as core rationale for interventionin addition,
management and protection of intellectual property on the part of small and growing firms
was identified as a rationale, as was the need for more active and effective catalysts for
linking R&DBoriented growth firms to HEIs and the wider regional knowledge base.

International Trade andInward Investmentprojects are relatively clear oiboth their
objectivesand rationale,namely the attraction of gality new investment into theegion

which creates ignificant new employment as well as supporting the penetration of South
East based businesses into new overseas markets, again with the aim of generating new
employment.

Additionally, the presence in the region, specifically in Kent, of two Sustainatsien@nities
growth areas provides specific objectives around new investment in these areas in order to
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2.52

2.53

2.54

2.55

2.56

2.57

increase the sustainability efmergingnew communities. As these growth areas do not

have bespokénward Investmenff dzy OG A 2y a > { 9 95 bdesistingdmtdkey 3 K1 &
to extend further into thesdocations With regard to enhancing trade between regional
businesses and overseas markets, tfeen prohibitive information costs faced by smaller

South East based firms are being addeesthrough the intermediary actions funded by

SEEDA.

ltwouldke ¥ ANJ G2 alée GKFEG F2NJFff 2F GKSasS LINee2S
a specificregional economic issu@r constraint has been identified, alongside the
appropriate market failure ratiorla (see below) and a solution designed to address the

problem. All of the projectare able to demonstrate a logical progression from identification

of initial problem with appropriate supporting evidence, suitable project design in response

and active imgementation to address the initial issue.

Market Failure

The rationale for project intervention is reasonably clear in market failure telnmrms of

the forms of market failure that thes projects seek to address, thégnd to cover both
causes of impdect information and excessive market power. In the case of Isstttor
Qupport and International Tradd Inward hvestment project interventions, they seek to
provide advice, information or leadership/coordination functions that reduce the costs of
busines development and market expansion and provide target businesses with a more
effective platform from which to drnd their competitive position

Project activitieggenerallyseek to reduce the direct costs to firms of acquiring information
in order to aidtheir investment decisions and clarify the nature of the returns available to
certain forms of investment. In some instanc@sojects seek to provide mechanisms for
collective action within target markets, again enabling firms to reduce the overall costs
associated with penetrating or developing new markets or products.

Sector 8pport projecs also soughtspecificallyto address the costs to businesses of
protecting their intellectual propertyin order that they are better able to exptonew
innovationsin the markeplace.

In most instancesthese projects have successfully increased the quantum of information
and intelligence available directly to targeted businesses, thereby reducing the costs of
acquiring this informaon and enhancing the decisiemaking actions of businesses.

With regard to International Trade, Inward Investment and Sector Supporthere are
numerous cases where businesses have gone ahead with investment decisions (e.qg.
expandingnto new markets or developing new products) that i@not have bea possible
otherwise.Added value is provided through the International Trade Advisers project through
the supply and provision of a range of contacts to beneficiaries that they would not have
been able to source or pursue independently.

Beaing in mind, however, that there are significant numbers of both relatively older and
larger businesses within the sample of beneficiaries, it is possible that a share of the
businesses supported might have been able to support their own investmenttiastivi
independently without SEEDA intervention.
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2.58

2.59

2.60

2.61

2.62

In equity terms, the projects reviewedill help to support greater access to market
opportunities for businesses that would be otherwise constrained due to location, market
position or skilrelated issues. Gn of the rationales for inward investment support is to
ensure that new opportunities for employment and business creation are available in those
parts of the region where the economy is weaker in relative terms (ghgmesGateway
areas of Kent)See Tale 2-11.

Table211{ dzY Yl NB 2F t20SyGAlf wlkdAz2ylFtS F2NJ {99

Market Failure Equity
Public Good | External Imperfect Market
ities Information power
Sector Support KK KKK KK K

Main market failure rationale relates to overcoming infortioa asymmetries, as
well as providing leadership functions that would not be possible due to publi
good related issues.

Inward KK KKK KK

Investment Clear rationale around addressing asymmetric information constraints, as we
equity rationale arand provision of new employment and business opportunit
in more challenged parts of the region

International KKK KK K

Trade Market failure associated with imperfect information addressed here, as well
support for penetrating new markets and thefore overcoming significant
barriers to entry into these markets.

Note: For strength of market failure case, 1 tick = weak c2dieks = partial casend 3 ticks =

compelling case. No ticks = no case.

Source: Project Reviews

Project Design & Delivey

All projects have engaged widely with regional stakeholdergiims of both their design

and delivery. There is a significant involvement from private sector partners across projects,
especially, as would be expected, within the Sector Consortia. SE&EDifselfalso been
actively involved in the design of project activities.

In the main, in terms of their strategic objectives, projects have been designed effectively to
address the key market failure or other issues that they identify as significariefsato
business development.

The development of the various Sector Consortia broadly followed a model established for
the Aerospace and Defence consortium. This model has proved to be reasonably applicable
to other target sectors, although each consori has of course evolved to some extent
independently to meet the specific requirements of its sector.

There are good examples from within the Inward Investment projects andhtkenational
Trade projects of interventions designed with clear, weilderced rationales, a set of
appropriate core functions and welefined target beneficiaries.
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3.

3.1

3.2

3.3

3.4

3.5

Impact on Businesses Supported

Table 3-1 below illustrates how performance has changed for beneficiary companies since
receiving suppd.

Table3-1: Change in company performance after receiving support

Inward Sector International | All Business
Investment Support Trade Competitiven
ess Themes

No % No % No % No %
Improved 19 44% | 106 | 27% | 40 35% | 165 | 30%
Worsened 11 26% | 53 13% | 12 10% | 76 14%
Stayed the same 13 30% | 234 | 60% | 63 55% | 310 | 56%
Grand Total 43 | 100% | 393 |100% & 115 |100% | 551 |100%

Source: Regeneris Consulting Survey of beneficiaries Q14 and 71a

Note: At a 95% confidence level, thatd in this table has the following margins of error: Inward
Investment +# 11.3%, Sector Support-3.0%,InternationalTrade+/- 8.5%, All Business
Competitiveness themes -+4.1%

Just under one third 30%9 of beneficiariesacross these projectoverdl report an
improvement to business performance since receiving support from projects. The majority
of beneficiaries (6%) report no change in performance and a share (14%) report a decline in
performance.

Businesses participating ilnward Investmentprojects are most likely to report an
improvement in performanceln fact almost half report a positive change in business
performance.Bear in mind, of course, that SEEDA is not measured in terms of how a
company performs after it has entered the UK market

Thosebeneficiariesengaging with the Sector Consortia arediikely toreport experienéng
performance improvementcompared to International Trade and Inward Investment
beneficiaries

A number of points should be borne in mind in the conteidihese responses:

1 The survey has utilised a basic set of questions and applied these to all beneficiaries
of all projects. It is difficult in this form of evaluation to create bespoke forms of
guestioning for different projectsas this would restrict the ahi§i to make
comparisons. Therefore in some instances the precise questions asked may not be a
direct reflection of the overall objectives of some projects. For example, with regard
to Inward Investment projects, a more meaningful line of questioning may be
associated simply with the difference project participation made to an investment
decision i.e. whether to locate in the SouthasStregionor not. Questions regarding
changing company performance may be less meaningful in this tafiee case of
many irward investors, the presence of operations in the UK constitutes little other
than a cost centre initiallyand therefore significant improvement in business
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performance may not necessarily be expecitedhe short term.

1 It may be difficult for beneficiargto recall accurately the precise impact of project
participation, especially if this participation took place some time ago.

1 It may also be difficult for beneficiaries to directly attribute any improvement in
business performance directly to project piaipation, or to distinguish between the
impacts of numerous activities they may have been involved in.

1 In some instances, no change in performance may well have been a positive
outcome, as the alternative in the absence of project participation may inhize
been a decline in business performance.

Therefore, the figure of 30% of respondents claiming that their business has improved since
receiving support mapossiblybe an underestimate of the actual outcome.

Table 3-2 below shows the prevailing growthmbitions of beneficiaries at the point when
they participated in the project.

Table3-2: Growth ambitions of company

Inward Sector International | All Business
Investment Support Trade Competitiven
ess Thems

No % No % No % No %

We are focused on ensuring the
survival of the business 7 16% 19 5% 5 4% 31 6%

We do not wish to grow the
business beyond its current size | 3 7% 34 9% 6 5% 43 8%

We wish to grow the size of the

business a little 9 21% | 110 | 28% | 22 19% | 141 | 26%
We wish to grow the size of the

business significantly 24 56% | 230 | 59% | 82 71% | 336 | 61%
Grand Total 43 | 100% 393 |100% | 115 | 100% | 551 |100%

Source: Regeneris Consulting Survey of beneficiaries Q15

Note: At a 95% confidence level, the data in thislé has the following margins of error: Inward
Investment +f 8.8%, Sector Support +4.6%,InternationalTrace +/- 8.1%, All Business
Competitiveness themes +8.9%

This table shows that over 60% of participatmgsinessesiad activehigh-growth ambtions
that may ormay not have beenrealised through their participation in the SEEDdnded
projects Thisdoes suggest, however, that the projects have effectively targbtesinesses
that claim to havegrowth as a key obijective.
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