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Executive Summary 

Purpose & Scope of Evaluation 

i. This study is part of a wider programme of evaluation undertaken by Regional Development 

Agencies (RDAs) to report on the impact of their interventions during the period 2002/3 to 

2006/7. It focuses on Innovation Infrastructure and is one of three undertaken by Regeneris 

Consulting and explores: 

¶ Managed Workspace 

¶ Innovation & Knowledge Transfer. 

ii. This is a programme-level evaluation, exploring investment themes rather than specific 

projects. It endeavours to develop a rounded picture of each theme and has not been 

designed as a replacement for a more detailed project-level assessment. Although the 

evaluation explores the impact of {995!Ωǎ investment up to the end of 2006/7, there are 

undoubtedly further impacts accruing to these investments, which have yet to manifest 

themselves in the economy. This is especially the case with Managed Workspace 

interventions, as a number of the centres examined in this evaluation had only been 

operational for a short period of time. The evaluation has been designed and undertaken in 

order to comply with the principles set out in the Impact Evaluation Framework1 to guide 

how RDAs demonstrate their impact on regional conditions and will feed to the Evaluation of 

the Impact of RDA Spending report, commissioned by BERR. 

iii. The evaluation has been based on a review of a sample of projects and a sample of business 

beneficiaries. Conclusions drawn from the fieldwork should be interpreted with the possible 

margins of error inherent in any sampling-based exercise. In addition, at the time of the 

survey design, it was believed that the capital build projects were incubation centres. The 

survey questions therefore sought to assess the impact of revenue support and services 

available to tenants, as well as the impacts of locating in the centres themselves. On closer 

subsequent inspection, it became apparent that although displaying some of the 

characteristics of incubators, the Business Centres are better defined as Managed 

Workspace and it would have been more appropriate for them to be included in the 

evaluation of SEEDA land and property investments, which has been ongoing at the same 

time as this evaluation. Furthermore, the evaluation focuses on regional impacts, whereas 

the Managed Workspace projects are focused on local areas. 

iv. The evaluation has been designed and undertaken in order to comply with the principles set 

out in the Impact Evaluation Framework (IEF) to guide how RDAs demonstrate their impact 

on regional conditions. The exercise focused on four central elements of the IEF: 

¶ to review conditions and strategies in the South East 

¶ to gauge the relevance of interventions to the challenges facing the regional 

economy 

                                                
1
 9ǾŀƭǳŀǘƛƴƎ ǘƘŜ LƳǇŀŎǘ ƻŦ 9ƴƎƭŀƴŘΩǎ wŜƎƛƻƴŀƭ 5ŜǾŜƭƻǇƳŜƴǘ !ƎŜƴŎƛŜǎΥ ŘŜǾŜƭƻǇƛƴƎ ŀ aŜǘƘodology and Evaluation 

Framework ς February 2006 - http://www.berr.gov.uk/files/file21900.pdf 
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¶ to provide a quantitative assessment of net economic impact, as a measure of 

effectiveness of the interventions reviewed 

¶ to assess efficiency by considering value-for-money indicators on unit costs to the 

public purse of the interventions reviewed. 

v. Where possible, the evaluation endeavours to: 

¶ generate lessons and advice to SEEDA on the utility and sustainability of the 

interventions to help shape future rounds of investment  

¶ and, to identify examples of strategic added value which have been secured through 

{995!Ωǎ ƛƴǾƻƭǾŜƳŜƴǘ ƛƴ ǇƻƭƛŎȅ ŘŜǾŜƭƻǇƳŜƴǘ. 

Strategic Context and Investments 

Managed Workspace 

vi. {995!Ωǎ ŀǇǇǊƻŀŎƘ ǘƻ ƛƴŎǳōŀǘƛƻƴ Ƙŀǎ ōŜŜƴ ǘƻ ŦǳƴŘ ǘƘŜ ŘŜǾŜƭƻǇƳŜƴǘ ƻŦ ƳŀƴŀƎŜŘ ǿƻǊƪǎǇŀŎŜ 

around the region, which can support enterprise and innovation in underperforming areas 

where there is an apparent lack of suitable accommodation for small and starter businesses.  

Previously, intervention was by way of gap funding, but this has been avoided in recent 

years due to State Aid issues.  The Managed Workspace programme has been specifically 

brought forward to support the Enterprise Hub and Enterprise Gateway business support 

programmes. 

vii. The investments examined in this evaluation clearly support the South East Regional 

Economic Strategy (RES) 2002-12 commitment to increase the rate of new business starts 

and to improve the rates of survival and growth of young companies. {995!Ωǎ ƻōƧŜŎǘƛǾŜ to 

raise the levels of enterprise and business competitiveness in less prosperous parts of the 

South East, in part through the provision of specialist business premises, was reaffirmed in 

the latest RES (2006-мсύΦ ¢ƘŜ ƭŀǘŜǎǘ w9{ ŀƭǎƻ ǊŜŦƭŜŎǘǎ {995!Ωǎ ǊŜŦƻŎǳǎƛƴƎ ƛǘǎ ŜŦŦƻǊǘǎ ƻƴ 

provision of business premises to further stimulate entrepreneurialism and innovation in 

existing growth areasΣ ǿƘƛŎƘ ƛǎ ǊŜŦƭŜŎǘŜŘ ƛƴ {995!Ωǎ ƳƻǊŜ ǊŜŎŜƴǘ ōǳǎƛƴŜǎǎ ǿƻrkspace 

proposals. 

Innovation & Knowledge Transfer 

viii. The RES (2002 and 2006) identified innovation as one of the key priorities for achieving a 

dynamic, diverse and knowledge-based economy. Key actions, supported by the investments 

examined in this evaluation, are: 

¶ Supporting knowledge transfer into the business community 

¶ Driving the adoption of best practice through networks, and ensuring high- quality 

business support. 

ix. The RES priorities are reiterated throughout SEEDAΩǎ Corporate Plans (2002-05 and 2005-

08). For example, the 2005-08 tƭŀƴΩǎ LƴƴƻǾŀǘƛƻƴ tǊƛƻǊƛǘȅ ǇƭŀŎŜǎ ŀ ƳŀƧƻǊ ŜƳǇƘŀǎƛǎ ƻƴ 

supporting fledgling technology businesses, seen as the key drivers of innovation. SEEDA will 

continue to help such businesses through its network of Enterprise Hubs, provision of 

appropriate business space and provide access to finance and a faster route to market for 
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new ideas. The latest Corporate Plan (2008-11) sets out how the Enterprise Hubs will be 

delivered through sub-regional Innovation Teams in order to support the Business Support 

Simplification Process innovation products, roll-outs of which are anticipated from April 

2009. 

Market Failure 

x. ¢ƘŜ Ƴƻǎǘ ŎƻƳǇŜƭƭƛƴƎ ŀǊƎǳƳŜƴǘ ŦƻǊ {995!Ωǎ Managed Workspace interventions (and one 

that was implicit in all the projects reviewed) is on equity grounds. The investments have 

sought to tackle economic under-performance in lagging areas and to foster a more 

equitable spread of enterprise and business growth across the region, by increasing the 

stock of business premises and facilitating access to business support for small and starter 

businesses. In doing so, the projects were clearly supporting RES and Corporate Plan 

objectives. 

xi. The most powerful market failure argument for the Innovation and Knowledge Transfer 

theme, one which was not cited, centres on imperfect information (where poor awareness 

and limited understanding led to sub-optimal or irrational decision-making). The innovation 

process is a complex one which requires companies to understand a wide array of issues, 

from technical testing obligations to the funding regimes which can support R&D. Without at 

least a basic amount of understanding of the options available, businesses may make sub-

optimal investment decisions or simply not invest at all. SEEDA-funded innovation support is 

helping SMEs to navigate this landscape when, particularly for very small and start-up 

businesses, it may absorb substantial resources and be prohibitive in cost terms.  

Table 1: {ǳƳƳŀǊȅ ƻŦ tƻǘŜƴǘƛŀƭ wŀǘƛƻƴŀƭŜ ŦƻǊ {995!Ωǎ LƴǘŜǊǾŜƴǘƛƻƴǎ 

 Market Failure Equity 

Public 
Goods 

Externalities Imperfect 
Information 

Market 
power 

Managed 
Workspace 

 ҞҞ Ҟ  ¶ ҞҞҞ 

¶ Equity. The investments have sought to tackle economic under-performance in 
lagging areas and to foster a more equitable spread of enterprise and business 
growth across the region by increasing the stock of business premises. 

Innovation & 
Knowledge 
Transfer 

 ҞҞ ҞҞҞ Ҟ  

Imperfect information. Poor awareness and limited understanding of technologies 
lead to low levels of take up. 

Note: For strength of market failure case, 1 tick = weak case, 2 ticks = partial case, and 3 ticks = compelling case. No ticks = no 
case. Source: Project Reviews. 

Performance & Impact on Businesses Supported 

xii. The majority of businesses assisted have seen no significant improvement in their standing 

after receiving SEEDA-funded innovation infrastructure support. Although firms have grown 

ǘƘŜƛǊ ǘǳǊƴƻǾŜǊ ŀƴŘ ŜƳǇƭƻȅƳŜƴǘ ǎƛƴŎŜ ǊŜŎŜƛǾƛƴƎ ǎǳǇǇƻǊǘΣ ǘƘŜ ŦƛƎǳǊŜǎ Řƻ ƴƻǘ ǎƘƻǿ {995!Ωǎ 

assistance to be a decisive factor. Too many firms have reported no change in 

competitiveness at a time when the wider economy had continued to grow strongly. 

xiii. Many more businesses stated that they were now more likely to seek external support in the 

future than those who were less likely to. This suggests that the support received has been 

valued by clients and provides a good platform for effecting wider levels of change through 

business support. 
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xiv. The most noticeable impacts reported by firms located in Managed Workspace centres were 

on their confidence and on the efficiency of their business to run more efficiently. Greater 

ŀǿŀǊŜƴŜǎǎ ƻŦ ōǳǎƛƴŜǎǎŜǎΩ ŎƻƳǇŜǘƛǘƛǾŜ Ǉƻǎƛǘƛƻƴ ǿŀǎ ŎƛǘŜŘ ŀǎ ŀƴƻǘƘŜǊ ƛƳǇƻǊǘŀƴǘ ōŜƴŜŦƛǘΦ 

xv. Innovation/knowledge transfer support appears to have yielded the greatest impacts on 

business confidence and skills. A relatively high number stated that they have developed 

new products, whilst the high percentage of businesses that have seen new markets opening 

up suggests that the support has been configured to new customers, and perhaps has been 

well integrated with mainstream marketing advice.  

Managed Workspace 

xvi. By and large the Managed Workspace projects did not have specific output targets for the 

evaluation period, although there were targets further downstream. Nevertheless, to date 

the centres have secured a higher number of tenants than predicted at this stage of their 

project life cycle. Overall performance will need to be considered over a longer period of 

time and under a wider framework than consideration of initial short-term outputs, which 

are mainly relevant while the centres are becoming established.   

Innovation & Knowledge Transfer 

xvii. Innovation and Knowledge Transfer projects have, on the whole, supported far more 

businesses than were contracted.  This is because (for the overall theme) unit costs were 

lower than anticipated at commencement of project delivery, and that the projects were 

more successful in attracting clients. The average unit costs reported (£16,100 per business 

assist) is an indication of intensive assistance, so the projects have assisted a greater number 

of businesses whilst still providing intensive interventions. 

xviii. The core RDA Tasking Framework outputs do not truly reflect the activities being delivered 

by the projects. For example, whilst the output indicator 4a2 provides an effective measure 

of first interaction between the businesses and the knowledge base, it provides no evidence 

of the depth of interaction or relationship development. A number of project teams have 

reviewed options for generating other KPIs, but have found that this is far from being a 

simple task (e.g. how to quantify the human interaction benefits of knowledge networks and 

other knowledge collaboration activity). NESTA are currently working on developing more 

appropriate innovation metrics. 

Impact on the South East Economy3 

Net Cumulative Impact on the Economy 

xix. The evaluation estimates that the cumulative total achievement of the Managed Workspace 

programme is a net additional gross value added of between £470,000 and £640,000. It 

appears that the majority of impacts have occurred more recently, which is to be expected 

                                                
2
 Number of businesses engaged in new collaborations with the knowledge base (4a). 

3
 

3
 Gross and Net impacts have mainly been generated using survey responses from businesses supported by SEEDA 
investments. The technical approach adopted and the survey questionnaire can been seen in the associated appendices 
ǘƻ ǘƘƛǎ ǊŜǇƻǊǘΦ aǳƭǘƛǇƭƛŜǊǎ ǿŜǊŜ ŎŀƭŎǳƭŀǘŜŘ ǳǎƛƴƎ ŀ Ŏŀǳǘƛƻǳǎ мΦо ǳǇƭƛŦǘ ŦŀŎǘƻǊ ǘŀƪŜƴ ŦǊƻƳ 9t DǳƛŘŀƴŎŜ ŦƻǊ άƭimited local 
ǎǳǇǇƭȅ ƭƛƴƪŀƎŜǎ ŀƴŘ ƛƴŘǳŎŜŘ ƻǊ ƛƴŎƻƳŜ ŜŦŦŜŎǘǎέΦ 
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given the lag between spend and occupancy of the managed workspace.  

Table 2: Cumulative Impacts for Managed Workspace 

Relevant spend covered (£m) £15.3 million 

 Jobs GVA 

Gross Impacts 55 ς 75 £2.04 - £2.8 

Effective Additionality Ratio 44% 23%  

Net Impacts  24 - 33 £0.47 - £0.64 

Return on Investment £487k per addl job £0.04 per £1 invested 

xx. The evaluation estimates that cumulative net gross additional value added of £41million-

£48million has been generated by the Innovation and Knowledge Transfer theme. This 

analysis suggests that the impact of the interventions has become more apparent over time 

(as new ways of working become more ingrained and as the impact of related 

investments/actions start to manifest themselves). 

Table 3: Cumulative Impacts for Innovation & Knowledge Transfer 

Relevant spend covered (£m) £16.4 million 

 Jobs GVA 

Gross Impacts 3,117 -3,662 £180 - £212 

Overall Additionality Ratio 20% 23% 

Net Impacts  629 - 739 £40.7 - £47.8 

Return on Investment £24k per addl job £2.70 per £1 invested 

Returns on Investment 

xxi. Net returns for Managed Workspace are modest to date, but it is clearly too early to form 

any definitive judgements on their impacts (capital schemes have a much longer payback 

period than the period covered in this evaluation).  Impacts will take longer to materialise 

due to the lag between investment and tenant occupancy. However, returns should start to 

look better as occupancy at the centres nears capacity. In addition, net returns on 

investment should increase in the future, as the physical premises are ΨǊŜŎȅŎƭŜŘΩ όƛΦŜΦ Ƴŀƴȅ 

more firms will benefit from the premises in the long term than are housed at any one time). 

If the cumulative impacts to date are projected forward, assuming an annual tenant 

ΨǎǳŎŎŜǎǎŦǳƭ ǊŜƭƻŎŀǘƛƻƴΩ4 rate of 10%-20%5, the Managed Workspace programme could 

potentially generate net additional GVA in the range of £29-£45million over the next 25 

years. 

xxii. Net returns on investment to date are reasonable for the Innovation & Knowledge Transfer 

investments. To date, a pound of public sector investment could be expected to have 

generated £3.30 of net additional turnover and £2.70 of net additional GVA. In terms of 

value for money, this is firmly in the middle of other similar programmes evaluated. Best-

performing programmes evaluated previously have generated around £14 of net additional 

turnover and up to £4.50 of net additional GVA per £1. However, there are examples of 

programmes in which returns were so poor that they generated less profit and turnover 

than they cost to deliver. Innovation & Knowledge Transfer projects will have a longer-term 

ǇŜǊǾŀǎƛǾŜ ƛƳǇŀŎǘ ƻƴ ŦƛǊƳǎΩ ǇŜǊŦƻǊƳŀƴŎŜΣ ǎƻ Ŏŀƴ ōŜ ŜȄǇŜŎǘŜŘ ǘƻ ƎŜƴŜǊŀǘŜ ǊŜǘǳǊƴǎ ƛƴǘƻ ǘƘŜ 

future.  

                                                
4
 The assumption is that each year 5% of managed workspace centre tenants will move onto alternative premises in order 

to meet their growth aspirations and that new tenants will be secured. 

5
 Based on an assessment of exit survey evidence provided by commercial operators. 
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SEEDA's Impact on Changing Conditions 

Table 4: Setting Programme Impacts into Context of Regional GVA performance 

 GVA Uplift Jobs Increases 

Theme Cumulative 
Increase in SE 

(£millions) 

%  of GVA Increase 
Attributable to 

SEEDA 

Total 
Increases in 

SE 

Percentage of Jobs 
Increase Attributable 

to SEEDA 

Managed Workspace 

£44,587 

0.001% 

54,000 

0.1% 

Innovation and Knowledge 
Transfer 

0.09% 1.3% 

Source: Regeneris Consulting calculations of impact and Headline GVA at current basic prices (National Statistics) Regional GVA 
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 Inquiry (ONS) 1998 - 2006. 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 relevant period to be 
generated. 

xxiii. Taking cumulative impacts to date, the Managed Workspace programme has made only a 

trace contribution to the regional economy.  The Innovation and Knowledge Transfer 

ǇǊƻƎǊŀƳƳŜ ƛǎ ŜǎǘƛƳŀǘŜŘ ǘƻ ōŜ ǊŜǎǇƻƴǎƛōƭŜ ŦƻǊ ŀƴ ǳǇƭƛŦǘ ƻŦ лΦлф҈ ǘƻ ǘƘŜ ǊŜƎƛƻƴΩǎ D±! ƎǊƻǿǘƘΦ 

Strategic Added Value 

xxiv. The projects that have been examined in this evaluation have yielded some important 

Strategic Added Value (SAV) benefits, which are summarised in Table 5 below. 

Table 5: Strategic Added Value 

 Managed Workspace Innovation & Knowledge Transfer 

Leadership The projects have made a strong and 
clear case for local provision of business 
space and made key local partners more 
aware of the need for business space for 
start-up and growing businesses. 

Within the BSSP agenda SEEDA is leading on 
the streamlining and targeting of innovation 
and growth support to high potential 
businesses. Knowledge transfer investments 
have promoted greater collaboration 
between businesses and the research base 
ƛƴ {995!Ωǎ ǇǊƛƻǊƛǘȅ ǘŜŎƘƴƻƭƻƎȅ ŀǊŜŀǎΦ 

Influence A number of other neighbouring 
authorities have expressed an interest in 
developing similar centres in their main 
business locations. 

{995!Ωǎ ƛƴƴƻǾŀǘƛƻƴ ŀǇǇǊƻŀŎƘ ŀǇǇŜŀǊǎ ǘƻ ōŜ 
carrying weight with big companies, which 
are demanding more engagement with the 
HEI and SME bases. 

Leverage Leverage has been achieved in two ways: 

¶ Subsequent investment from 
tenant businesses in the local 
economy 

¶ Nurturing entrepreneurship and 
elevating the aspirations of local 
people.  

Innovation services are helping companies 
to lever in funding from a wide variety of 
sources for R&D. Knowledge transfer 
activity is acting as a catalyst for R&D 
collaboration between businesses and the 
research base.  

 

Synergy The centres have become business hubs 
for the town. The centres have become 
regular meeting venues for knowledge 
sharing by local stakeholders. 

Engagement with Business Link, Enterprise 
Hubs, Finance South East and Sector 
Consortia shows good synergistic working.  

Engagement The roll-out of the centres has cemented 
some good working relationships that 
already existed.  

Again, cooperation with Business Link and 
the Enterprise Hubs has been an important 
form of engagement.  
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Overall Reflections & Key Evaluation Questions 

Managed Workspace 

xxv. The Managed Workspace projects examined in this evaluation are targeted at improving the 

local area economy, not the regional economy.  Whilst it is clearly too early to draw any 

definitive conclusions on future impact, the projects may have a larger impact in the future. 

Evidence of interventions elsewhere has shown that Managed Workspace can have a 

noticeable impact on business confidence, business formation, survival and growth rates. 

xxvi. Most of the projects delivered to date can really only be defined as managed work space, 

although they do display some of the characteristics of incubators with on-site management, 

on-site support, links to business events, and links to business support.  Other projects 

within the incubation programme now being brought forward lean closer towards 

promoting innovation and knowledge transfer.  

Innovation & Knowledge Transfer 

xxvii. Many of the SEEDA projects examined in this evaluation are aimed at changing the culture of 

the way businesses and universities operate and interact; the intention is that this will flow 

into greater interactions, leading to collaborative work (part-funded through other bodies or 

funded entirely by the companies themselves).   

xxviii. SEEDA has acknowledged that support should be focused and targeted on businesses with 

the greatest potential to innovate and grow. Also duplication/overlap of services should be 

reduced, such as has happened with aspects of the Innovation Advisory Service and 

Enterprise Hubs, where they have both addressed the needs of early stage technology 

businesses in a very similar way. 

Recommendations 

xxix. There are a number of clear overarching messages: 

1) SEEDA must work to ensure that a greater proportion of supported businesses 

experience a transformative change in their performance. 

2) A more targeted approach to investment is required to ensure that the modest 

ǊŜǎƻǳǊŎŜǎ ŀǘ {995!Ωǎ ŘƛǎǇƻǎŀƭ are focused on interventions that will generate the 

largest returns. 

3) A more rigorous and consistent approach to measuring Key Performance Indicators 

(KPIs) is needed. 

4) Investments should be underpinned by a more rigorous assessment of market 

failure, ǎƻ ƛǘ ƛǎ ŎƭŜŀǊ ǿƘŜǊŜ {995!Ωǎ ƛƴǘŜǊǾŜƴǘƛƻƴ ƳƛƎƘǘ ƘŀǾŜ ǘƘŜ ƭŀǊƎŜǎǘ ŜŦŦŜŎǘΦ ¢Ƙƛǎ 

market failure assessment should inform how they intervene (direct development of 

Managed Workspace at 100% of cost is hard to justify on a market failure 

assessment alone although it is justified on economic equity grounds). 
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Managed Workspace 

xxx. Managed workspace investment has a continuing role to play in supporting the growth of 

enterprise and employment in deprived areas of the South East through provision of high-

specification office space on favourable (i.e. flexible) lease terms, for a maximum period of 

two years (before tenants are required to move on to new premises) and provision of access 

to a range of business support and advice. 

xxxi. Incubation centres have a major role to play in facilitating the development and 

management of innovative, high-growth, knowledge-based organisations and the 

interchange of concepts, ideas and experiences6.  

xxxii. Premises funding will have different impacts depending on its purpose and also the scale at 

which it is being utilised (i.e. regional, sub-regional, local level). The strongest impacts are 

likely to come through the development of specialist business space demanded by higher 

value, technology orientated companies and provision of tailored on-site support.  

xxxiii. Future investment should be firmly predicated on tackling clear and well-evidenced market 

failures. The evidence from this evaluation and from elsewhere suggests that: 

¶ The strongest market failure arguments for provision of incubation space relate to 

the process of clustering or knowledge transfer. The new development at the 

University of Kent and the Isle of Wight are in keeping with the approach, as was the 

Aylesbury Vale Hatchery. 

¶ There is an entirely separate case in terms of SME starter premises as a means of 

encouraging more enterprise in a particular location or community, as was the case 

in Shoreham and Faringdon. 

xxxiv. These two distinct rationales for incubation and managed workspace need to more explicitly 

inform how SEEDA intervenes and invests and the kinds of impacts and returns it might 

expect to secure. 

Innovation & Knowledge Transfer 

xxxv. Encouraging university-business collaboration should remain at the forefront of {995!Ωǎ 

corporate objectives. This will require the very real institutional and funding barriers that 

remain in the way of greater commercial exploitation of research and the knowledge 

generated to be removed. 

xxxvi. SEEDA is becoming more demand-led in its approach, and has learned from experience. It 

has taken the initiative to redesign support for high-growth potential businesses with the 

Innovation and Growth Team model, which aims to improve the return on investment and, 

using the relatively small amount of funding available, to achieve the maximum impact.  

xxxvii. Substantial investment has been made in Innovation and Knowledge Transfer in recent 

years, much of which has come from RDA and European funding sources. Looking forward, 

Innovation and Knowledge Transfer will surely feature just as heavily in the future. With this 

in mind, future investment should be firmly predicated on tackling clear and well-evidenced 

                                                
6
 Source: CLG, Good Practice Guidance for ERDF and ESF (2006). 
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market failures. 

xxxviii. The evidence from this evaluation and from elsewhere suggests that imperfect information 

provides the most powerful market failure argument. The innovation process is a complex 

one, which requires companies to understand a wide array of issues from technical testing 

obligations to the funding regimes which can support R&D.  Innovation support is clearly 

helping SMEs to navigate this landscape when, particularly for very small and start-up 

businesses, it may absorb substantial resources and be prohibitive in cost terms. 
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1. Introduction & Background 

Scope & Purpose of the Evaluation 

1.1 This evaluation study is part of a wider programme of evaluation undertaken by RDAs to 

report on the impact of their interventions during the period 2002/3 to 2006/7. It focuses on 

Innovation Infrastructure and is one of three undertaken by Regeneris Consulting, looking at 

ŘƛŦŦŜǊŜƴǘ ŀǎǇŜŎǘǎ ƻŦ {995!Ωǎ ƛƴǾƻƭǾŜƳŜƴǘ ƛƴ ōǳǎƛƴŜǎǎ ŘŜǾŜƭƻǇƳŜƴǘ ϧ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ όǘƘŜ 

other two reports are Business Competitiveness and Individual Enterprise). The evaluation 

explores two themes which make ǳǇ {995!Ωǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ LƴƴƻǾŀǘƛƻƴ LƴŦǊŀǎǘǊǳŎǘǳǊŜ7,: 

¶ Managed Workspace8 

¶ Innovation/Knowledge Transfer. 

1.2 This is a programme-level evaluation, exploring investment themes rather than specific 

projects. This evaluation will feed to the Evaluation of the Impact of RDA Spending report, 

commissioned by BERR and subcontracted to Regeneris Consulting by 

PricewaterhouseCoopers LLP. The evaluation has been designed and undertaken in order to 

comply with the principles set out in the Impact Evaluation Framework9 It endeavours to 

develop a rounded picture of each theme and has not been designed as a replacement for a 

more detailed project-level assessment. Although the evaluation explores the impact 

of {995!Ωǎ investment up to the end of 2006/7, there are undoubtedly further impacts 

accruing to these investments which have yet to manifest themselves in the economy. This is 

especially the case with managed workspace interventions as a number of the centres 

examined in this evaluation had only been operational for a short period of time. The 

evaluation has been based on a review of a sample of projects and a sample of business 

beneficiaries. Conclusions drawn from the fieldwork should be interpreted with the possible 

margins of error inherent in any sampling-based exercise in mind. 

1.3 In addition, at the time of the survey design, it was believed that capital build projects were 

incubation centres. The survey questions therefore sought to assess the impact of revenue 

support and services available to tenants, as well as the impacts of locating in the centres 

themselves. On closer subsequent inspection, it became apparent that although displaying 

some of the characteristics of incubators, the Business Centres are better defined as 

Managed Workspace and it would have been more appropriate for them to be included in 

                                                

7 These themes have been constructed 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 
TH02 Managed Workspace Physical Infrastructure, TH03 Business Support and TH05 Knowledge Transfer. Although 
these themes are included within the same report, they are very different in their delivery and target areas and the 
evalaution does not therefore make any comparisons between them. 

8
 ¢ƘŜǎŜ ƛƴǾŜǎǘƳŜƴǘǎ ǿŜǊŜ ŎŀǘŜƎƻǊƛǎŜŘ ǳƴŘŜǊ {995!Ωǎ LƴŎǳōŀǘƛƻƴ tǊƻƎǊŀƳƳŜΣ ōǳǘ ǘƘŜ ƳŀƧƻǊ ǇǊƻƧŜŎǘǎ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘŜ ǎŀmple 

for this evaluation are existing Managed Workspace projects located in regeneration areas. This is reflected in the 
evaluation analysis and conclusions. Incubation centres are characterised by provision of time-bound specalist business 
space for new starts, the provision of ongoing hand-holding and tailored on-site support, written into the contractual terms 
of tenancy. 
9
 9ǾŀƭǳŀǘƛƴƎ ǘƘŜ LƳǇŀŎǘ ƻŦ 9ƴƎƭŀƴŘΩǎ wŜƎƛƻƴŀƭ 5ŜǾŜƭƻǇƳŜƴǘ !ƎŜƴŎƛŜǎΥ ŘŜǾŜƭƻǇƛƴƎ ŀ aŜǘƘƻŘƻƭƻƎȅ ŀƴŘ 9Ǿŀƭǳŀǘƛƻƴ 
CǊŀƳŜǿƻǊƪΩ ς February 2006 - http://www.berr.gov.uk/files/file21900.pdf 
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the evaluation of SEEDA land and property investments, which has been ongoing at the 

same time as this evaluation. Furthermore, the evaluation focuses on regional impacts, 

whereas the Managed Workspace projects are focused on local areas. 

1.4 The evaluation has been designed and undertaken in order to comply with the principles set 

out in the Impact Evaluation Framework10 to guide how RDAs demonstrate their impact on 

regional conditions. The exercise focused on four central elements of the IEF:  

¶ to review conditions and strategies in the South East 

¶ to gauge the relevance of interventions to the challenges facing the regional 

economy 

¶ to provide a quantitative assessment of net economic impact, as a measure of 

effectiveness of the interventions reviewed 

¶ to assess efficiency by considering value-for-money indicators on unit costs to the 

public purse of the interventions reviewed. 

1.5 Where possible, the evaluation endeavours to: 

¶ generate lessons and advice to SEEDA on the utility and sustainability of the 

interventions to help shape future rounds of investment  

¶ and, to identify examples of strategic added value which have been secured through 

{995!Ωǎ ƛƴǾƻƭǾŜƳŜƴǘ ƛƴ ǇƻƭƛŎȅ ŘŜǾŜƭƻpment. 

1.6 It should of course be borne in mind that IEF criteria were not in place when the projects 

under review were designed and initially began operating. 

Approach & Work Undertaken 

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

¶ An initial round of scoping interviews with SEEDA staff11 to understand regional 

strategic priorities, the South East context and the approach adopted by SEEDA to 

intervening in each of the theme areas. These sessions also helped identify the 

short-list sample of projects for detailed review. 

¶ Desk-based analysis ŜȄǇƭƻǊƛƴƎ ǘƘŜ ǊŜƎƛƻƴΩǎ ǎǘŀǘŜŘ ǎǘǊŀǘŜƎƛŎ ǇǊƛƻǊƛǘƛŜǎ όƛƴ ǘƘŜ w9{Σ 

Corporate Plan and other documents), combined with an assessment of the overall 

scale of spend and performance of investments. 

¶ A series of project reviews with the short-listed sample of projects to understand 

how interventions had been managed and delivered on the ground, and to assess 

how they have contributed to regional economic priorities.  

                                                
10

 9ǾŀƭǳŀǘƛƴƎ ǘƘŜ LƳǇŀŎǘ ƻŦ 9ƴƎƭŀƴŘΩǎ wŜƎƛƻƴŀƭ 5ŜǾŜƭƻǇƳŜƴǘ !ƎŜƴŎƛŜǎΥ ŘŜǾŜƭƻǇƛƴƎ ŀ aŜǘƘƻŘƻƭƻƎȅ ŀƴŘ 9Ǿŀƭǳŀǘƛƻƴ 
CǊŀƳŜǿƻǊƪΩ ς February 2006 - http://www.berr.gov.uk/files/file21900.pdf 

11
 Geoff Hawkins and Jeremy Herring. for managed workspace; Colin Baldwin and Tiziana Boyland for innovation & 
knowledge transfer. 
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¶ An extensive telephone survey of businesses12 assisted by the short-listed projects 

to gauge the perceptions of business people and the impact services have had on 

the performance of individual companies. 

¶ A brief round of stakeholder interviews with SEEDA partners to develop an 

understanding of the appropriateness of strategic priorities, assess how closely 

interventions fit with needs and opportunities, and better understand how the 

region has progressed over the relevant period.  

1.8 This report sets out an analysis of the fieldwork findings. Technical details on the scale of the 

fieldwork, the research tools deployed and supplementary findings (including some of the 

raw data) can be found in the Appendices. 

Strategic Context in the South East 

South East Socio-Economic Position 

Overview 

1.9 The South East is a prosperous region, consistently outperforming the national average on a 

wide range of measures of economic well-being. In 2004, it recorded resident-based Gross 

Value Added (GVA) of £158,187 million, second in England only to London.  South East 

England also has the second highest workplace-based GVA per head of any UK region. In 

2004, it recorded workplace GVA per head of £19,505, higher than the UK average of 

£17,258. However, this strong performance is not uniform across the region; almost half of 

South East England's local authorities scored under the UK average in terms of workplace 

GVA per head. 

1.10 According to data from the Annual Population Survey, South East England has the highest 

employment rate of all UK regions at 79.0%. Over the past decade, the employment rate in 

South East England has increased by 5.1%, although most of the increase occurred during 

the late 1990s.13 The region has the third lowest unemployment rate of the English regions. 

Enterprise and Business Competitiveness 

1.11 On the measure of new VAT registrations as a percentage of total business stock, the South 

East ranks third of the English regions with 9.9%14.  With 43.5 new VAT registrations per 

10,000 adults, the South East's performance is well ahead of the national level (39.2), 

ranking behind only London. In the South East, self-employment accounts for 14.1% of all 

employment, ahead of the national level, but only the fourth highest of UK regions. Nearly 

70% of business registered for VAT in South East England are still operating after three years; 

this is the highest survival rate of all the English regions, and is above the UK figure of 66.5%. 

                                                
12

 The survey included 31 managed workspace tenants and 135 businesses assisted by the sampled innovation & 
knowledge transfer projects.  

13
 Annual Population Survey, July 2004 ς June 2005, NOMIS 

14
 Inter -Departmental Business Register, ONS and Small Business Service, DTI  
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Innovation 

1.12 Data from the Fourth Community Innovation Survey (CIS4) shows that the South East is, 

along with London, the top performing region in England with 30% of the region's turnover 

attributable to new or improved products. The region also performs well in respect of gross 

expenditure on R&D as a percentage of GVA (2.9%), the second highest in England behind 

the East of England region15. Other data from CIS4 report a similarly strong performance:  

¶ 60% of all enterprises in the South East engage in some form of innovation activity, 

the highest in the country.   

¶ The South East is second to London in respect of bringing new products/ processes 

to market, with 32 % of its firms introducing either a new process or new product in 

the 2002-04 period. 

1.13 Of all the UK regions only firms and government in the East of England spend more on R&D 

per unit of GDP than the South East. However, despite the notable research strength of the 

South East's universities, the region is only a moderate performer relative to other UK 

regions for research and development expenditure by higher education institutions.  

Increased R&D investment by universities would help to elevate the South East above the 

3% of GDP target suggested by the Lisbon Agenda.  At 2.9% the South East is already 

performing above the 2.5% national target set by the UK Government in the Science & 

Innovation Investment Framework 2004-2014. 

Managed Workspace 

Regional Economic Strategy 

1.14 One of the key priorities of the South East Regional Economic Strategy (RES) 2002-12 is to 

increase the rate of new business starts and to improve the rates of survival and growth of 

young companies through the creation of a network of: 

1) Enterprise Hubs. Provision of business support services particularly focused on 

businesses in high-growth areas and sectors. Key initiatives are designed to promote 

clustering, improve networking and share knowledge & technology. 

2) Enterprise Gateways. Developed in partnership with South East Business Link, these 

give business Managed Workspace support to a wide range of businesses in 

underperforming locations. Priority is given to rural areas and groups within those 

areas, where entrepreneurship and business skills are low. However, the programme 

is currently being reviewed in light of the business support simplification process 

and the move to a regional Business Link Information, Diagnostics & Brokerage (IDB) 

model. 

1.15 The Enterprise Hubs and Enterprise Gateways (subject to a separate analysis in the 

Individual Enterprise evaluation) are intended to be supported by the provision of incubation 

facilities and managed workspace for a broad range of small businesses across the region, 

                                                
15

 ONS and RHA, 2005  
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although this has not always been the case.  

1.16 {995!Ωǎ ŎƻƳƳƛǘƳŜƴǘ ǘƻ ǊŀƛǎŜ ǘƘŜ ƭŜǾŜƭǎ ƻŦ ŜƴǘŜǊǇǊƛǎŜ ŀƴŘ ōǳǎƛƴŜǎǎ ŎƻƳǇŜǘƛǘƛǾŜƴŜǎǎ ƛƴ ƭŜǎǎ 

prosperous parts of the South East, in part through the provision of business premises, was 

reaffirmed in the latest RES (2006-16) under Action 5.6. The RES also reflects SEEDAΩǎ 

refocusing its efforts on provision of business premises to further stimulate 

entrepreneurialism and innovation in existing growth areas, recognising that survival rates 

should be higher even in more prosperous areas, by: 

¶ Supporting and promoting the concept of the Oxford to Cambridge Arc 

¶ Supporting the creation of a network of innovation and Managed Workspace 

centres across the Milton KeynesςSouth Midlands growth triangle 

¶ Providing enhanced business support and supporting business-to-business 

collaboration in key clusters and sectors. 

SEEDA Corporate Plan 

1.17 The RES priorities are reiterated throughout SEEDAΩǎ Corporate Plans (2002-05 and 2005-

08). For example, the 2005-08 tƭŀƴΩǎ LƴƴƻǾŀǘƛƻƴ tǊƛƻǊƛǘȅ ǇƭŀŎŜǎ ŀ ƳŀƧƻǊ ŜƳǇƘŀǎis on 

supporting fledgling technology businesses that are regarded as the key drivers of 

innovation. The latest Corporate Plan (2008-11) sets out how the Enterprise Hubs will be 

delivered through sub-regional Innovation Teams in order to support the Business Support 

Simplification innovation products, roll-outs of which are anticipated from April 2009. The 

latest Corporate Plan (2008-11) confirmed that the Enterprise Gateways are to be 

restructured and refocused on community outreach work, providing an intensive pre-start 

up service which will be mainstreamed into Business Link by 2010.  

Innovation & Knowledge Transfer 

Regional Economic Strategy 

1.18 The RES (2002 and 2006) identified innovation as one of the key priorities for achieving a 

dynamic, diverse and knowledge-based economy. Key actions around this priority are: 

¶ Supporting knowledge transfer into the business community 

¶ Driving the adoption of best practice through networks, and ensuring high-quality 

business support 

¶ Supporting rural businesses by encouraging investment in new technologies, 

processes and markets. 

SEEDA Corporate Plan 

1.19 LƴƴƻǾŀǘƛƻƴ ƛǎ ƻƴŜ ƻŦ ŦƻǳǊ ǇǊƛƻǊƛǘƛŜǎ ǎŜǘ ƻǳǘ ƛƴ {995!Ωǎ Corporate Plan 2005-2008, and the 

promotion of innovation is a key requisite for driving up productivity through sustainable 

economic growth. The Corporate Plan recognises that the region lags behind in international 

comparisons of levels of product and process innovation in companies and in levels of 



ǒ Evaluation of SEEDA Business Investments in the South East ǒ 

Innovation Infrastructure 

 Version 4.2 Page 6  

business R&D. 

1.20 The region also lags behind key competitors in the levels of higher skills in the workforce, 

and in the amounts of training undertaken by business.  Although the South East England 

performs well compared to the rest of the UK, it ranks 34th of the best-performing global 

regions16, with labour productivity 25% below the high-performing global average. The 

region is 55% below Hartford (US), the best performing global region, and 53 % below 

Luxembourg, the best performing European region.  

Overview of Approach 

Managed Workspace 

1.21 {995!Ωǎ ŀǇǇǊƻŀŎƘ ǘƻ ƛƴŎǳōŀǘƛƻƴ Ƙŀǎ ōŜŜƴ to fund the development of managed workspace 

around the region to support enterprise and innovation, including in underperforming areas 

where there is an apparent lack of suitable accommodation for small and starter businesses.  

Previously, intervention was by way of gap funding, but this has not been possible in recent 

years due to State Aid issues.   

1.22 The private sector already provides managed workspace in many areas of the region.  

Specialist operators include Basepoint, Evans Easyspace, Oxford Innovation and Start.  In 

ŀŘŘƛǘƛƻƴ wŜƎǳǎ ǇǊƻǾƛŘŜ ŀ ƳƻǊŜ ŎƻƳƳŜǊŎƛŀƭ ŀǇǇǊƻŀŎƘΦ  {995!Ωǎ ƛƴǘŜǊǾŜƴǘƛƻƴ ƛǎ ŘŜǎƛƎƴŜŘ ǘƻ 

tackle market failure where the private sector is unable or unwilling to provide space. 

1.23 SEEDA typically invests in managed workspace in locations where there is a viability gap 

between initial cost and value. Centres in lagging areas are characterised by lower property 

rental values, leading to a viability gap that is often high. The Managed Workspace 

programme has been specifically brought forward to support separate Enterprise Hub and 

Enterprise Gateway business support programmes. 

1.24 Costs of development are typically between £4million and £6million, including site costs 

(although larger projects can cost more), with an end value of about half that, depending on 

size and location. This discrepancy between cost and value is caused by a number of factors 

ς low property values, high turnover because of the flexible letting terms, the cost of on-site 

management and the need for meeting rooms and management space, which reduce the 

net lettable area.  Workspace is let at market rates. 

1.25 A South East Special Purpose Company is to be established by SEEDA and its partners. The 

stated intention is for the direct provision of new managed business centres around the 

region, and commitment to supporting the provision of incubation for other programmes 

such as science and innovation campuses. Existing SEEDA Incubation property assets and 

land will be transferred to the company, along with a number of development sites and 

ground leases. The company will seek to obtain alternative forms of private- and public-

sector funding to accelerate delivery of the incubation development programme by levering 

in private debt finance.  

                                                
16 Robert Huggins Associates (2008) Global Index of Regional Knowledge Economies and World Knowledge Competitiveness 

Index. 
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Innovation & Knowledge Transfer 

1.26 {995!Ωǎ ōǊƻŀŘ ƛƴǘŜƴǘƛon is to increase innovation among South East businesses (including 

the exploitation of new technologies and ideas) through better linkages involving the 

ǊŜƎƛƻƴΩǎ ǳƴƛǾŜǊǎƛǘƛŜǎΣ ǊŜǎŜŀǊŎƘ ƛƴǎǘƛǘǳǘŜǎ ŀƴŘ ǇǊƛǾŀǘŜ wϧ5 ŎŜƴǘǊŜǎ, based on a three-pronged 

approach: 

¶ Working with SMEs to develop Knowledge Transfer Networks, as envisaged by 

BERR17.  SEEDA Sector Consortia, and the supply chains they relate to, are seen as 

key routes to market for this initiative.  

¶ A brokerage service for knowledge transfer primarily directed at the 50-500 

employee group, drawing on the Chalmers model in Gothenburg.  

¶ Support for a clustering of the universities into five Ψ{9¢ IǳōǎΩ ǘƻ ǎƛƳǇƭƛŦȅ ŀŎŎŜǎǎΣ ŀƴŘ 

offer a wide range of knowledge and technology, including the provision of high-

level specialist technical skills training, on a sub-regional basis.   

1.27 SEEDA is content for businesses to work with a knowledge base partner outside the SE 

region; the priority is for businesses to find the most appropriate partner. {995!Ωǎ ŀǇǇǊƻŀŎƘ 

also includes: 

¶ Commitment to Knowledge Transfer Partnerships ς including the piloting of a 

ǎƘƻǊǘŜǊ άƳƛƴƛ-Y¢tέ ŀƴŘ ǿƻǊƪ ǿƛǘƘ aƻƳŜƴǘŀΩǎ {ŜƴƛƻǊ Y¢t !ŘǾƛǎƻǊ ƛƴ ǘƘŜ ǊŜƎƛƻƴ ǘƻ 

see projects proposals brought forward which include an international element. 

¶ Investment in Collaborative R&D in priority areas as identified by the regional 

Science & Industry Council.  Support for Intelligent Transport Systems and Services 

Ƙŀǎ ōŜŜƴ ŀƭƛƎƴŜŘ ǿƛǘƘ ǘƘŜ ¢ŜŎƘƴƻƭƻƎȅ {ǘǊŀǘŜƎȅ .ƻŀǊŘΩǎ L¢{{ LƴƴƻǾŀǘƛƻƴ tƭŀǘŦƻǊƳΦ 

¶ The support / development of regional Science & Innovation Campuses, again 

focused on regional priority areas. 

1.28 SEEDA also welcomed the findings of the Sainsbury Review18 which recommended more 

flexible KTPs and RDAs working more closely with the Technology Strategy Board. 

 

                                                
17

 BERR, Knowledge Transfer Networks - http://www.berr.gov.uk/files/file35678.pdf. 

18
 HM Treasury, Sainsbury Review of Science and Innovation (2007) 
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2. Analysis of 3%%$!ȭÓ )ÎÖÅÓÔÍÅÎÔÓ 

Total Programme Commitments by Theme 

2.1 During the evaluation period 2002/03 to 2006/07 SEEDA has invested £15.3million into its 

Managed Workspace centres and £16.4million into innovation/knowledge transfer activities. 

IƻǿŜǾŜǊΣ {995!Ωǎ ƛƴvestment in Innovation and Knowledge Transfer activity has increased 

at a rapid rate since 2004. Annual Managed Workspace spend has varied from year to year, 

which may reflect the availability of suitable sites and premises coming forward for 

development, ŀǎ ǿŜƭƭ ŀǎ {995!Ωǎ ŀǾŀƛƭŀōƭŜ ŎŀǇƛǘŀƭΦ 

2.2 The balance of spend is likely to shift in the future. Common with most RDAs, SEEDA is 

planning to reduce its spend on physical investments (including business premises) during 

the next Corporate Plan period. Innovation & knowledge transfer is increasingly placed at 

the heart of RDA Corporate Plans and European Regional Development Fund (ERDF) 

programmes, which are now administered by RDAs (which in turn are expected to provide 

the bulk of the match funding). 

2.3 The South East ERDF Programme for 2007-13 has a strong emphasis on innovation & 

knowledge transfer, with a limited amount of money put aside for spend on specialist 

premises.  The shift in spend may also reflect the fact that market failure arguments tend to 

be less persuasive for general sites & premises investment19, although the market failure 

case for provision of specialist space such as incubators is widely accepted. 

2.4 SEEDA has spent £99.4million in total on business interventions within the relevant period 

across all of the themes. Once already evaluated projects have been removed from these 

themes, the population of investment in scope of the three evaluations is £64.4million, of 

which this report focuses on £31.6million (covering a population of 15 Managed Workspace 

projects and 15 Innovation/ Knowledge Transfer projects).  

Table 2-1: SEEDA Spend By Year (£000s) 

 2002/3 2003/4 2004/5 2005/6 2006/7 Total 

Managed Workspace 
 

139 439 4,288 5,709 4,653 15,227 

Innovation/ Knowledge 
Transfer 

1,993 1,273 1,710 3,480 7,969 16,425 

Total 2,132 1,712 5,998 9,189 12,621 31,653 

Source: Aggresso (SEEDA) 

Scale of Achievements 

2.5 Table 2-2 shows the total population of outputs by the population of projects according to 

the PMS system. This data should be treated with extreme caution, as it may not have been 

reliably or consistently entered by SEEDA staff across the themes and over time. The 

evaluation period also stretches over a shift from Tier 3 outputs (2004/05) to Tasking 

Framework outputs (2005/06 and 2006/07). Data for 2002/03 and 2003/04 has not been 

                                                
19

 CLG, Good Practice Guidance for ERDF and ESF Investment (2006). 
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provided to us. 

Table 2-2: SEEDA Achievements  By Year 

 2004/5 2005/6 2006/7 Total 

New jobs created/safeguarded 

Managed Workspace 0 0 0 0 

Innovation & Knowledge 
Transfer 

4 0 8 12 

Brownfield land reclaimed and/or redeveloped (ha) 

Managed Workspace No Previous 
Output 

 

0 3 3 

Innovation & Knowledge 
Transfer 

0 0 0 

Number of businesses assisted to improve their performance 

Managed Workspace No Previous 
Output 

 

0 0 0 

Innovation & Knowledge 
Transfer 

413 465 878 

Source: PMS (SEEDA) 

2.6 Overall, {995!Ωǎ ƛƴǾŜǎǘƳŜƴǘǎ ƘŀǾŜ ƎŜƴŜǊŀǘŜŘ ǎǳōǎǘŀƴǘƛŀƭ ƻǳǘǇǳǘǎ ŘǳǊƛƴƎ ǘƘŜ wŜƭŜǾŀƴǘ 

Period, which have been reported to BERR and partners. Given the manner in which this 

information is stored, it has not been possible to include a comprehensive illustration of 

those achievements for these themes. This, however, does not affect any of the subsequent 

analysis of impact in the rest of the evaluation report. 

The Sample of Projects Reviewed 

2.7 The sample of projects reviewed in the course of this evaluation is made up of 10 projects, 

and a total spend of £15.4million20. The Managed Workspace projects are, on average, much 

larger in terms of financial scale than the Innovation & Knowledge Transfer projects, due to 

the substantial resources required to construct new centres and renovate existing buildings. 

Table 2-3: Sample Shortlist 

Theme Number of Projects  Total Spend in Relevant Period - 
Aggresso (£000s) 

Managed Workspace 4 9,652 

Innovation/ Knowledge Transfer 6 5,723 

Total 10 15,375 

Source: Aggresso Data 

Managed Workspace 

2.8 The strategic objective of the Managed Workspace schemes was to improve the 

competitiveness and survival rates of SMEs (both new and established) by meeting their 

needs for premises where it was demonstrated that the market would not. SEEDA funding 

has provided resources to increase the supply of high-quality business premises, 

infrastructure and support available to SMEs. Projects examined in this evaluation have by 

and large involved re-use of existing sites and buildings and designed to benefit new or small 

businesses in lagging economic areas, and to complement existing Enterprise Hubs and 

Enterprise Gateway business support programmes. 

                                                
20
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2.9 The main aim of the projects was to promote a culture of business enterprise and 

entrepreneurship, by offering start-up and growing companies new high-quality office space, 

with the additional benefits of on-site meeting rooms, conference facilities and communal & 

break-out areas. A variety of units, from single person offices, workshops and larger suites 

are available on easy inςeasy out, monthly terms. Offices tend to be self-contained and fully 

furnished with telephone and broadband connections. 

2.10 Support to tenants has been available from the Enterprise Gateways and Enterprise Hubs, 

which provided business support (and in some cases were co-located with the managed 

business centres).  Therefore, access to premises was just one element of the overall offer to 

businesses. The projects reviewed were: 

¶ Hatchery: Aylesbury Vale Hub. Provision of flexible high-specification office space to 

entrepreneurs who meet the Aylesbury Vale Enterprise Hub criteria for portfolio or 

network membership. 

¶ Newhaven Enterprise Gateway Building Denton Island and Shoreham Enterprise 

Gateway Building. These are managed business centres providing office space for 

new and growing companies and on-site facilities including meeting rooms, 

ŎƻƴŦŜǊŜƴŎŜ ŦŀŎƛƭƛǘƛŜǎ ŀƴŘ ΨōǊŜŀƪ-ƻǳǘΩ ŀǊŜŀǎΦ Units include provision of small incubator 

units, larger general business space, workshop units (at Newhaven) and studios for 

new and small businesses, offered on flexible ƳƻƴǘƘƭȅΣ ΨŜŀǎȅ ƛnςŜŀǎȅ ƻǳǘΩ ƭƛŎŜƴŎŜ 

terms. 

¶ The Faringdon Enterprise Gateway Building is intended to be a similar 

development. However, to date the main activity undertaken has been the site 

acquisition. An existing office on the site has been temporarily used as a shop front 

and to house a small number of local businesses 

2.11 The locations were chosen specifically to assist the delivery of existing Enterprise Hubs and 

Gateways business networks in key areas. Part of the Enterprise Hub and Gateway strategy 

has always been to work with partners to develop physical incubators and managed 

workspace in areas where these facilities are not already available, and to add value to these 

SEEDA initiatives. 

Innovation & Knowledge Transfer 

2.12 Innovation has been identified in the South East RES as key contributor to business 

competitiveness. The key objectives of the investments are to facilitate knowledge transfer 

between the knowledge base and South East businesses, and to exploit research 

opportunities, catalyse collaborations and bring more innovation to market, in order to: 

¶ Increase the number of SMEs working with a HEI partner 

¶ Increase the number of start-up businesses in the region 

¶ Increase the number of companies that are technologically innovative. 

2.13 The projects reviewed were: 
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¶ Regional Technology Advisors/ Technology Users - Business Fellows. Piloting a 

model to improve links between businesses and the region's knowledge base, and 

adding additional Business Fellows to the current cohort. 

¶ Emerging Technologies - Knowledge Networks. Facilitation of knowledge transfer 

between the knowledge base and South East businesses through the creation of 

Knowledge Networks and engagement with innovation-support initiatives. 

¶ Knowledge Transfer Partnerships (KTPs). Placement of a KTP associate (graduate or 

at least NVQ4 qualified) in a company to work on a knowledge transfer project 

which is core to the strategic development of the business.   

¶ POCKET 05-06. Repayable awards of up to £30,000 to innovative SMEs or 

entrepreneurs to undertake collaborative work with a HEI partner at the proof of 

concept phase of commercialisation. 

¶ Innovation Advisory Service. Innovation advisor service to offer support to growth 

companies and to engage businesses to stimulate interest in innovation, with a focus 

on those which are technology intensive. 

¶ South East Motorsports Education Centre. Part-funding of the development of a 

Motorsport Engineering Centre, which houses a number of labs containing industry-

standard test and research facilities. 

Project Scale 

2.14 Actual and contracted spend figures for the shortlisted sample are shown in Table 2-4 below.  

  Table 2-4: SEEDA Costs 

£000s Managed 
Workspace 

Innovation/ 
Knowledge Transfer Grand Total 

Total SEEDA Costs ς Contracted
1
 £13,590 £5,723 £19,313 

Total SEEDA Costs - Actual £13,590 £5,723 £19.313 

Actual - Contracted 0 £0 0 

Average of Actual as % of Contracted 100% 100% 100% 

Source: Regeneris Project Review Database. 
Note: 1. The Managed Workspace projects are in effect direct delivery with 100% SEEDA funding. The 
terminology in the table is retained for consistency with the other evaluation reports.  

Actual as % of Contracted presented as an average of individual projects within each theme 

Managed Workspace 

2.15 It should be noted that by and large the Managed Workspace projects did not have specific 

output targets for the evaluation period.  There is a clear time lag between the physical 

investment and the resulting impact of Managed Workspace schemes once businesses take 

up tenancy. A number of projects have targets for the subsequent years and have begun to 

report business assists/new businesses during 2007/08. Currently, unit costs appear high, 

but this needs to be balanced against the fact that these are major capital investments with 

a long life-cycle. Unit costs vary considerably between projects. This mainly reflects the 

current status of the Faringdon Gateway project: money has been committed but full 

development has yet to take place. For the other centres, unit costs were broadly in line 
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with English Partnerships benchmarks for these types of investments. 

2.16 In addition, projects were not required to distinguish between job creation and jobs 

safeguarded, and there are no definitive figures for new jobs from the project claims forms. 

It is likely that embedded in the new/safeguarded jobs figures are jobs that have been 

created by tenant businesses. The underperformance on new business creation reflects the 

reality that the projects were in fact managed workspace rather than genuine incubation 

centres, and did not place as much importance on new starts as genuine incubation projects 

would do. 

2.17 The strong performance on businesses support is due to more rapid take-up of the business 

units than was originally envisaged (rather than a high churn/turnover rate of businesses). 

According to project managers, churn to date has been lower than they had anticipated. 

2.18 Outputs will need to be considered over a longer period of time, other than consideration of 

initial short-term outputs while the centres are becoming established.  A rate of churn and 

of new jobs and businesses creation per year will be maintained into the future together 

with multiplier effects.  

Table 2-5: Performance of Managed Workspace Projects 

£000s Job Creation Business 
Creation 

Business 
Support 

Floorspace (sq 
m) 

Contracted 39 16 64 4183 

Actual 37 4 97 4183 

Balance -2 -12 33 0 

Average of Actual as % of Contracted 95% 25% 151% 100% 

Average unit costs (£000s) £374 £3,458 £143 £4 

Range of unit costs (£000s) £142-£554 £2,123- £4,100 £76-£345 £2-£7 

Source: Regeneris Project Review Database. 

Actual as % of Contracted presented as an average of individual projects within each theme 

Innovation & Knowledge Transfer 

2.19 Innovation and Knowledge Transfer projects have, on the whole, supported far more 

businesses than were contracted.  Nevertheless, the average unit costs reported (£16,100 

per business assist) is an indication of intensive assistance, so the projects have assisted a 

greater number of businesses whilst still providing intensive interventions. 

2.20 Unit costs for job creation, whilst slightly below target, are reasonable if these are higher-

value jobs in key innovation and technology-ƻǊƛŜƴǘŜŘ ǎŜŎǘƻǊǎΦ DƛǾŜƴ ǘƘŜ ǇǊƻƧŜŎǘǎΩ ŜƳǇƘŀǎƛǎ 

on boosting innovation and use of knowledge, we would expect the impact on productivity 

to be much greater than on employment. It is pleasing that the activities have stimulated 

some new business formation, even though this was not part of delivery contracts.  
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Table 2-6: Performance of Innovation & Knowledge Transfer Projects 

 Job Creation Business Creation Business Support 

Contracted 30 0 128 

Actual 27 9 302 

Balance -3 9 174 

Average of Actual as % of Contracted 90% N/A 236% 

Average unit costs £50,078 £110,000 £16,101 

Range of unit costs
1
 N/A N/A £3,085 - £43,333 

Source: Regeneris Project Review Database. 

Note: 1. Only one project (Knowledge Transfer Partnerships) was required to report on job creation and 
none were required to report on businesses created. 

Actual as % of Contracted presented as an average of individual projects within each theme 

2.21 The core RDA Tasking Framework outputs do not truly reflect the activities being delivered 

by the projects. For example, whilst the output indicator 4a21 provides an effective measure 

of first interaction between the businesses and the knowledge base, it provides no evidence 

of the depth of interaction or relationship development. A number of project teams have 

reviewed options for generating other KPIs, but have found that this is far from being a 

simple task (e.g. how to quantify the human interaction benefits of knowledge networks and 

other knowledge collaboration activity). NESTA are currently working on developing 

innovation metrics. 

2.22 Other key outputs recorded were: 

¶ New connections to the knowledge base (defined as both private and public sector 

research organisations).   

¶ Number of businesses engaging with regional, national, and European innovation 

support initiatives.  This is consistent with projects which seek both to connect 

beneficiaries to the region's knowledge base, and assist them in accessing funding 

for innovation.  

¶ Number of people assisted with their skills development (work-based training).  This 

reflects the fact that training is also regarded as an important part of the innovation 

process (e.g. to improve the capacity of a company to drive forward innovation 

within the business). 

¶ Applicants moving to the next stage of commercialisation (i.e. next stage funding, 

license agreement, revenue generation, commercial collaborations). 

2.23 By and large, projects appeared to be successful in meeting contracted (or forecast) targets 

on these indicators. For example, the IAS project helped 191 businesses to connect with the 

knowledge base and provided some 466 individuals with work-based training. 
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Project Investment 

Managed Workspace 

2.24 For the Managed Workspace projects, all funding was considered capital (SEEDA directly 

developed and funded fully). There was no up-front private sector investment in the 

schemes, although tenants of the centres do pay a full market rental rate. There are some 

staff costs for on-site management and reception facilities. However, these are not reflected 

in the table below, as the majority of these costs are offset by the revenue income from 

renting the units. The costs of providing any business-support-related activities were met by 

the Enterprise Gateways/Hubs contracts. 

2.25 Initially, SEEDA provided gap funding for provision of managed business space/incubators 

around the region: however, this was declared illegal State Aid by the EU in 2000.  Since that 

date SEEDA has made a strategic decision to directly provide new managed business centres. 

Innovation & Knowledge Transfer 

2.26 Innovation & Knowledge Transfer projects were mainly revenue spend, and interventions 

were delivered by teams of advisors. In the future, delivery arrangements are likely to look 

very different; under the IDB model, Business Link will broker support to specialist providers 

(including in the private sector) and, sub-regional place-based Innovation Teams are being 

established.  

2.27 The majority of the Innovation & Knowledge Transfer projects were funded entirely by 

SEEDA. The£750,000 private costs shown in Table 2-7 below were accounted for by just one 

project; the Knowledge Transfer Partnerships required businesses to part-fund interventions 

intended to help them engage with the knowledge base for specific projects of strategic 

importance to their business growth. 

Table 2-7: tǊƻƧŜŎǘ {ǇŜƴŘ όϻлллΩǎύ 

 Incubation Innovation/ Knowledge Transfer 

Total SEEDA Costs £13,590,058 £5,722,977 

Total Private Costs  £0 £757,643 

Total Public Costs  £0 £0 

Total Contributions in Kind  £0 £0 

Total Costs £13,590,058 £6,300,620 

The Beneficiaries 

Managed Workspace 

2.28 According to project managers, the majority of tenants were at the micro end of the SME 

market (i.e. 1-10 employees) or sole traders. Very few firms had more than 10 employees, 

reflecting the aims of the centres to provide a place for small and start-up firms to locate.  

This is reflected in the results of the tenant survey - around two-thirds of respondents were 

micro businesses and some 30% were sole traders. 

2.29 Not surprisingly, the majority of businesses could be found in the lower turnover bands - 
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around one-half of firms surveyed reported an annual turnover of under £200,000. The 

employment and turnover ranges can partly be explained by the age of the businesses.  

Around one-third of tenants had been in business less than two years, with another one-

third being in business for between three and five years.  

2.30 Sector targeting has been considered by the projects, reflecting the composition of the local 

economy. At the time when the projects were developed and brought forward, there was no 

clear identified need for a sectoral focus in Newhaven. In Shoreham the Enterprise Gateway 

already had a creative sector focus, but it was felt that these users had no special needs 

which could be reasonably met by the business centre.  A similar decision was taken for 

Faringdon where the local market has a rural sector focus. Workshops provide space for 

more 'manual' professions/firms and manufacturers. As the centres approach full 

occupancy, one of the issues that will need to be considered further will be whether there is 

a case for a more sectoral focus. 

2.31 The majority of firms are focused on local markets (some 60% of businesses surveyed 

reported at least 80% of sales being in the South East). Whilst this is partly down to the 

ōǳƻȅŀƴŎȅ ƻŦ ǘƘŜ ǊŜƎƛƻƴΩǎ ŜŎƻƴƻƳȅ όƛΦŜΦ ŀ ǎǘǊƻƴƎ ƭƻŎŀƭ ƳŀǊƪŜǘύΣ ƛǘ ŀƭǎƻ ǊŜŦƭŜŎǘǎ ǘƘŜ ǎŜŎǘƻǊŀƭ 

composition of tenants, many of which are likely to be operating in local markets, adding 

little additional wealth to the local economy. 

Innovation & Knowledge Transfer 

2.32 For this theme, there was a much greater variation in the size of businesses supported. 

Around one-third of the 135 firms that took part in the survey were micro businesses, but 

one-quarter were large businesses (i.e. more than 250 employees). There was an equally 

striking spread by turnover, with just over one-fifth of businesses reporting an annual 

turnover of under £50,000 and some 30% of firms turning over more than £2.5 million per 

year. This is a positive finding, as one of the core aims of provision of Innovation and 

Knowledge Transfer services should be to create collaborative working between small and 

large businesses, as well as between the HEI and private sectors.   

2.33 The sectoral pattern of businesses that took part in the survey was concentrated in business 

services, computing services and manufacturing. More than half of businesses surveyed 

reported less than 10% of sales being in the South East region. This again reflects the nature 

of the markets in which these businesses operate in ς firms operating in intensely 

competitive sectors that are open to trade, and which need to innovate to stay ahead of 

rivals. 

The Support Provided 

2.34 The Managed Workspace centres provide 'first-step' grow-on space and an opportunity for 

networking with other firms. However, when asked what support they had received, of the 

31 Managed Workspace clients that took part in the survey just 21 stated that they had 

received assistance with business premises.  Clearly, all were (or had been) tenants of the 

centres and were occupying business space in premises funded by SEEDA. However, a 

number of businesses received additional support (possibly from the Enterprise Gateways). 

The Managed Workspace tenants were charged market rents (i.e. no subsidy) and it may be 

that some did not view locating in the Managed Workspace centres as a type of business 
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assistance. 

2.35 Firms assisted under the Innovation & Knowledge Transfer projects in the main utilised 

financial support, specific advice and access to networks.  

Table 2-8: Type of Assistance Received by Participants in Telephone Survey 

 
 
Assistance received 

Managed Workspace Innovation and Knowledge 
Transfer 

Number % Number % 

Financial 1 3% 57 42% 

Assistance with business premises 21 68% 7 5% 

Specific advice or guidance 10 32% 40 30% 

General Information 3 10% 19 14% 

Access to networks 2 6% 49 36% 

Total 37 - 172 - 

Source: Regeneris Consulting Survey of beneficiaries Q16. 
Note: At a 95% confidence level,  the data in this table has the following margins of error: Managed 
Workspace +/- 14.6%, Innovation and Knowledge Transfer +/- 7.9%. 

2.36 The majority of firms claimed to have only received one type of assistance.  Some received 2 

or 3. A number of firms supported under the Innovation and Knowledge Transfer strand had 

received both the provision of advice and financial support for innovation.  

Table 2-9: Number of Types of Assistance 

 
Number of Types of Assistance 
received 

Managed Workspace Innovation and Knowledge 
Transfer 

Number % Number % 

One 27 87% 111 82% 

Two 2 7% 17 13% 

Three 2 7% 4 3% 

Four - 0 - 0 

Five - 0% 3 2% 

Grand Total 31 100% 135 100% 

Source: Regeneris Consulting Survey of Beneficiaries Q16. 
Note: At a 95% confidence level,  the data in this table has the following margins of error: Managed 
Workspace +/- 14.6%, Innovation and Knowledge Transfer +/- 7.9%. 

Market Failure 

Managed Workspace  

2.37 The Managed Workspace programme does not neatly or completely address any single one 

of the established market failure categories. Instead it touches upon several possible market 

failures.  SEEDA has justified its investment on the grounds of a value gap between the costs 

of developing the centres and the rental returns that might be secured22. Whilst market 
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 A lack of private sector workspace provision is not in itself evidence of market failure if it is due to a rationale business 
decision that investment will not generate sufficient returns (i.e. there is insufficient demand). In other words, the lack 
of investments in these areas may be the most market efficient outcome. 



ǒ Evaluation of SEEDA Business Investments in the South East ǒ 

Innovation Infrastructure 

 Version 4.2 Page 17  

testing and appraisal suggested that rental levels should be high enough to cover running 

costs, they were judged to be insufficient to generate a return on investment which could 

cover capital costs. Three possible market failure cases could be put forward: 

¶ The spillover effects of investment ie the centres are acting as a stimulus for 

generating a more entrepreneurial culture, and also focal point for local 

regeneration. These have been further enhanced by the linkages forged between 

the firms in the managed business centres. For the spill-overs to actually realise it 

full impact on local economic conditions, the investment should probably be on a 

larger scale and more integrated into wider physical initiatives. 

¶ A case could also be made on the grounds of tackling negative externalities 

associated with undeveloped land. These workspaces have remediated brownfield 

land and made it more economically viable for future development in locations 

where the market assessed costs to be too high. This case provides a justification for 

the preparation element of the workspace initiatives rather than the subsequent 

construction of high-spec workspace. 

¶ Previous evaluations have also cited imperfect information as a rationale for 

investment in managed workspace, based around an assertion that the private 

market is not aware of latent demand and potential in the local economy. In these 

cases, projects have provided schemes of a comparable quality/fit to that provided 

by the private sector, in order to send a signal to the market that there is demand 

that can be tapped into. This case is further strengthened by the risks than 

associated with the flexible leases offered to tenants (although some private sector 

developers such as Basepoint and Regus do offer flexible lease terms in their 

developments in more buoyant areas). In this instance, the imperfect information 

case is not strong as  the market testing and appraisal found that the private sector 

would not have brought the investments forward under any circumstances. 

¶ Market power was cited as a possible justification for investment. This would be 

appropriate cause for intervention if dominant ownership of physical assets or an 

overly restrictive planning regime were acting as barriers to investment. However, in 

this instance, the market power case is not strong. 

2.38 A clear case can be made for the Managed Workspace interventions (and one that was 

implicit in all the projects reviewed) on equity grounds as the investments have sought to 

stimulate business creation and growth in areas of economic under-performance23. 

2.39 Together these factors point towards a reasonable grounds for intervention. Whilst each 

could be further strengthened with more evidence, better structured around the established 

concepts of market failure, partners including Business Link, local Chambers and local 

authorities all agreed that a lack of business space was constraining business creation in the 

target areas. The investments are a reasonable and practical response to local market 

conditions. 

2.40 Although there have been State Aids reasons standing in the way of SEEDA pursuing gap 
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 Equity here is in the context of spatial economic outcomes , rather than socially optimal outcomes.  
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funding with the private sector, a closer logic chain to explain the actual configuration of 

each investment and how it is intended to address market failures would put this 

programme on a stronger footing in the future. 

Innovation & Knowledge Transfer 

2.41 A number of possible market failures were cited by project managers: 

¶ Knowledge Transfer. There is a sub-optimal interface between the holders and users 

of knowledge, as identified by the Lambert Review24 and BERR Innovation Report25. 

Although the UK has a strong science, engineering and technology base, the record 

of knowledge transfer and exploitation by business has generally been weaker than 

in other nations, although the South East performs better than most other English 

regions. The knowledge transfer partnerships and networks were set up specifically 

to address this failure. This is arguably a way of addressing a market failure around 

market power (although it is not directly addressing issues on monopoly or 

monopsony power distorting market conditions). 

¶ Innovation skills. This is a clear example of an externality market failure, under 

which the knock-on benefits of investment (in this case in skills) are not adequately 

priced by conventional market mechanisms, leading to under-supply (e.g. a well-

trained workforce has a positive effect on the underlying competitiveness of labour 

markets and benefits the economy, but businesses tend not to invest enough 

because they fear losing trained staff to competitor businesses). The Innovation 

Advisory Service was configured to tackle this market failure. 

¶ Innovation advice. Companies need collaborators and face costs scouting for 

innovation connections in the South East. Large companies often do not commit the 

resource to search for new innovations, are not incentivised to sell/exploit 

intellectual property in the short-term. Companies are reluctant to license concepts 

for development and engage in collaboration.  Innovation advice fills a gap by 

bringing large companies together with the small companies that can deliver for 

them. The Innovation Advisory Service was configured to tackle this market failure. 

Again, this is arguably a way of indirectly addressing a market failure around market 

power. 

2.42 The most powerful market failure argument, but one which was not cited, centres on 

imperfect information (where poor awareness and limited understanding lead to sub-

optimal or irrational decision-making). The innovation process is a complex one, which 

requires companies to understand a wide array of issues from technical testing obligations 

to the funding regimes which can support R&D. Without at least a basic amount of 

understanding of the options available, businesses may make the wrong investment 

decisions or simply not invest at all. SEEDA-funded innovation support is helping SMEs to 

navigate this landscape when, particularly for very small and start-up businesses, it may 

absorb substantial resources and be prohibitive in cost terms.  
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 HM Treasury, Lambert Review of Business-University Collaboration (2003). 

25
 BERR, Competing in the Global Economy: the Innovation Challenge (2003). 
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2.43 The Public Goods market failures (i.e. goods and services to which access is hard to control 

and thus difficult to charge for, such as awareness-raising campaigns and other forms of 

information to businesses) does not appear relevant in the projects examined in this 

evaluation. 

Summary Assessment of Projects 

2.44 Table 2-10 below summarises the potential rationale for SEEDAΩs interventions, with further 

information provided under each of the theme headings.    

Table 2-10: Summary of tƻǘŜƴǘƛŀƭ wŀǘƛƻƴŀƭŜ ŦƻǊ {995!Ωǎ LƴǘŜǊǾŜƴǘƛƻƴǎ 

 Market Failure Equity 

 Public 
Goods 

Externalities Imperfect 
Information 

Market 
power 

Managed 
Workspace 

 ҞҞ Ҟ  ¶ ҞҞҞ 

¶ Equity. The investments have sought to tackle economic under-performance in 
lagging areas and to foster a more equitable spread of enterprise and business 
growth across the region by increasing the stock of business premises. 

Innovation & 
Knowledge 
Transfer 

 ҞҞ ҞҞҞ Ҟ  

Imperfect information. Poor awareness and limited understanding of technologies 
lead to low levels of take up. 

Note: For strength of market failure case, 1 tick = weak case, 2 ticks = partial case, and 3 ticks = 
compelling case. No ticks = no case. Source: Project Reviews. 

2.45 The following section assesses the themes against a number of key tests of project 

suitability. 

Managed Workspace 

¶ Tackling regional objectives. The projects appear to support the objectives 

described in the RES of raising the level of start-up activity in less prosperous parts 

of the South East. The investments are also providing urban regeneration benefits. 

In addition, the projects may have some impact on business perceptions, business 

confidence and the rate of new business formation in the target areas.  Once the 

centres have been operating for a number of years they could have a larger impact 

on business confidence, establishment rates and business survival and growth rates. 

¶ Efficiency of delivery. Managed Workspace projects complement the enterprise 

hubs and gateways and appear to have provided high-quality business space at a 

cost that is in line with English Partnerships benchmarks. 

¶ Targeting of beneficiaries. The sectoral composition of tenants reflects that of the 

local economy. The centres appear to be attracting a mixture of clients in terms of 

their growth objectives. 

¶ Project ambition. The centres are ambitious in the sense that they are located in 

areas in which the economy had been underperforming the regional average for 

many years, and are all intended to become commercially sustainable without the 

need for ongoing SEEDA funding.  This is an aspiration that looks likely to be realised.   

¶ Best-practice and innovation in delivery. The centres have incorporated best-
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practice in design, technology and sustainable materials, and are rated under the 

Building Research Establishment Environmental Assessment Method (BREEAM) as 

ŜƛǘƘŜǊ ΨǾŜǊȅ ƎƻƻŘ ƻǊ ŜȄŎŜƭƭŜƴǘΩΦ  

¶ Impact on strategic objectives. The projects are likely to have only a modest impact 

in the short-term on regional objectives to boost the rate of new business 

formation, although they may have a longer-term impact on local enterprise rates. 

Given the quality of the business space, they may be more successful in helping to 

increase the survival rate of local businesses, although this has to be tempered 

against the fact that a high percentage of tenants are likely to be operating in local 

markets, and so high displacement of existing activity is likely to result in little 

overall addition to the business stock.  

¶ Market failure and complementarity. The most compelling argument is on equity 

grounds. The investments have sought to tackle economic under-performance in 

lagging areas and to foster a more equitable spread of enterprise and business 

growth across the region by increasing the stock of business premises. 

¶ Appropriateness of beneficiaries. The managed business centres are very suitable 

for small and starter businesses that do not want to commit to a long lease, and 

could be in a period of rapid growth or change. Some businesses which are located 

in the centres may well have previously been operating in sub-standard premises 

(e.g. old workshops, back offices or bedrooms and garages). 

2.46 There does appear to be a clear logic chain for the investments in terms of inputs, activities, 

outputs and intended impacts, although project managers were most concerned with 

delivery of outputs. 

Innovation & Knowledge Transfer 

¶ Tackling regional objectives. The projects are clearly providing intensive support to 

knowledge-intensive companies in growth sectors.  However, the volume of 

companies provided with assistance represents a low level of market penetration of 

either the overall business base or the innovation active segment of it. This most 

likely can be explained by a combination of i) resources and ii) the intensity of 

assists. Following advice from the regional Science & Industry Council (and based on 

limited budgets), it was decided to focus investment in priority sectors/ 

technologies. Knowledge transfer projects appear to have a comprehensive process 

of matching academics to businesses to assist R&D aspects. They have also been 

heavily influenced by the Lambert Review26 which recommends stronger and more 

effective HEI-business interaction. 

¶ Efficiency of delivery. It is difficult to assess the efficiency of innovation service 

delivery, since performance has been reported in an informal and variable manner. 

Given that long-term assists are one key feature of the innovation support, 

assistance will inevitably be resource intensive. Knowledge-transfer support draws 

on a number of existing networks, including individuals from universities to forge 

                                                
26

 HM Treasury, Lambert Review of Business-University Collaboration (2003). 
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links and bypass the bureaucracy ƻŦ ǳƴƛǾŜǊǎƛǘƛŜǎΩ ¢ŜŎƘƴƻƭƻƎȅ ¢ǊŀƴǎŦŜr Offices. In 

other words, the services may be more efficient, but it is difficult to come to a 

definitive judgement based on the monitoring information collected to date. 

¶ Targeting of beneficiaries. Again, it is difficult to make an assessment for innovation 

services, given the type of assistance which is available.  However, it appears from 

case studies and descriptions of the type of assistance received by companies that 

the service is offering a highly tailored approach. Nevertheless, at present this 

targeting is not sufficiently focused όƛΦŜΦ ǘƘŜǊŜ Ƙŀǎ ōŜŜƴ ŀ ΨŦƛǊǎǘ-come, first-ǎŜǊǾŜŘΩ 

approach). Knowledge transfer projects appear to be matching companies to 

academics well. 

¶ Project ambition. The innovation projects are clearly operating with comparatively 

low volumes of clients and they offer an unusually intensive approach. There is no 

robust evidence, as yet, that can conclusively demonstrate that the projects are 

encouraging businesses to become more ambitious, but large and small businesses 

are being brought together by the service and it is expected that this will lead to 

some potentially high value collaborations. Nevertheless, it is probably too much to 

expect that these projects alone will have a transformative effect on the South East 

economy. 

¶ Best-practice and innovation in delivery. The innovation services are unique in 

terms of both flexibility and intensity.  The open innovation concept is becoming 

established within and outside of the region. Knowledge transfer projects are using a 

holistic comprehensive approach based on knowledge collaborations rather than 

grants to promote R&D. 

¶ Impact on strategic objectives. A substantially scaled-up innovation support could 

have a significant impact on the region's overall innovation performance.  But the 

penetration rate is currently very low as a percentage of the innovating business 

base and the services are unlikely to make any noticeable impact on the overall 

pattern of innovation. SEEDA should consider investing in more discrete, but 

foundational catalytic demonstrator interventions than in trying to provide large 

volumes of businesses with innovation advice. 

¶ Market failure and complementarity. There is a persuasive case that the private 

sector would not take up innovation support of this intensity and duration on a 

commercial basis, and that the SEEDA-funded projects are offering services which 

provide a coherent approach to a complex, risky and potentially costly challenge for 

businesses.  Market failures relating to imperfect information stemming from the 

technical complexity of some aspects of innovation provide a more convincing 

rationale for intervention than those relating to negative externalities.  For SMEs in 

particular, finding a way through the maze of information about new product 

development is difficult and the hands-on support of an expert advisor appears to 

provide crucial guidance. 

¶ Appropriateness of beneficiaries. The target beneficiaries appear to be appropriate, 

but the projects should do more to clearly define those targets and the criteria for 

entry to the service. In addition, the projects appear to have supported a large 

number of firms located outside the South East (24% of those that took part in the 



ǒ Evaluation of SEEDA Business Investments in the South East ǒ 

Innovation Infrastructure 

 Version 4.2 Page 22  

beneficiary survey). Whilst these firms may have important supplier/customers 

linkages with other firms in the region, this does suggest that a more careful review 

of business locations is required. 

2.47 There does appear to be a clear logic chain for the investments in terms of inputs, activities, 

outputs and intended impacts, although project managers were most concerned with 

delivery of outputs. 




