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Executive Summary

This isthe report of theevaluation of theNellness and Health Innovation (WHI) project
undertaken by SQW in conjunction with IBP Strategy and ResdarcBcottish Enterprise.

Rationale and objectives

Our evaluation considers that thbjectivesset for the WHI project in terms of its intended
outputs, outcomes and impactswere appropriately SMART (i.e. specific, measurable,
achievable, relevant and tir®und).

However, in our viewthe originalrationale for intervention, as set out in the SE Approval
Paper, was somewhat unconvincifigough made difficult by the challenge of identifying
market failure in an embryonic sectdr)essentially pointing out a large global opportunity,
and asserting ther@sence of market failures, without explaining why this particular sector
justified specialist SE support in addition to theepthusiness support mechanisms

Although, on the face of it, the project fits with SE strategy, the ambiguity irsebtr

definition f o r owel l ness and healthdé has contribut
6straddlingéd of SE6s Life Sciences and Enabl
project lacking strong senior management engagement within SE. It iSvpdrte be a

relatively low priority, at present, which does not perhaps do justice to the opportunities
emerging in this arena.

Inputs, activities and outputs

Notwithstanding the issues regarding original rationale and focus, the project has been
managedwell by ICS, the delivery agent. The budget of £1.526m has been controlled and
phased appropriately, with clear monitoring and reporting arrangements, and the team has
succeeded in reaching out to many more enterprises than had originally been envisaged.

The quality of ICS team is highly regarded by consultees,iangbst importantly by the
beneficiaries, who arpositive about the service 71 out of 104 respondents said they were
Afsatisfiedo or Avery satisfiedd overall with

The project hasomfortably exceeded each of its targeted gross output measuresnd by

the end of the project, is expected to have: supported 240 enterprises (versus target 105),
supported 32 research networks and collaborations (versus target 15), engaged 35 partners
(versus target of 30), and undertaken 42 events (versus target 18).

In terms ofgovernance a Strategic Advisory Group was established, but the project has not
been able to recruit a volunteer to chair this group, and there has been some suggestion of a
lackof rigour and structure in the SAGds steeri

SQW 1
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Outcomes, impacts and value for money

In terms of theoutcomesof the intervention, surveyed beneficiaries were positive. For
example: 57 of our 104 respondents said that the WHI service has helpeprove their

market awareness, and 43 of the 104 said that WHI had helped to establish to establish new
links with companies.

Regardingimpact, it should be recognised that estimates of impact are necessarily very
uncertain for this intervention, as swmch of the impact will be in the future, especially given
that many of the beneficiaries are currently at therpvenue stage (51 of our 104
respondents).

1 We estimate that the nemploymentimpacts for Scotland have been approximately
7.7 FTEs to date (2010/11), and that they will rise to about 22 FTEs in the central
case by 2014/15.

1 The cumulative net GVA impact is estimated to have been approximately £0.5
million to date (to end 2010/113nd is projected to rise to £7.7 million in the central
caseby 2014/15.

Value for money

In terms of economy the unit costs per beneficiary are reasonable at £5.6k. However,
dividing the relevant costs by the recorded number of days of support, givés £Xel.

VAT per day of support delivered. Adjusting for some potential unglgsrding of support
delivered (e.g. six hours of support to a beneficiary only being counted as owuyhalf
support) may bring this unit cost down to between £2:800100p er day; whi |l e
capture the full breadth of activity, this is still high by consultancy industry standards.

Regardingefficiency, the average cost per net job is approximately £67k (for the central
case), which is broadly in Iine with SEG6s

Regardingeffectivenessthe WHI project has clearly exceeded its target outputs. However, in
terms of theoutcomesandimpact our assessment is that these have fallen somewhat short of
the original expectations. Even under our ugpauind estimate, the number of net new jobs
created by the end of the project (which we take to be the end of 2011/12 for the purpose of
this evaluabn) is about 23 jobs (24% of target); and the net additional GVA impact is about
£1.5 million (15% of target).

Regardingcosteffectivenesgi.e. the extent to which the net benefits exceed the net costs),
we have a particularly wide range of estimatwsthiis intervention, given that so many of the
beneficiaries are currently prevenue, and given the levels of uncertainty on their future
turnover and impact projections. The Economic Impact Ratio (i.e. the Present Value of the net
GVA impacts divided P the Present Value of the costs) is approximately 0.4 to date; but
extending the analysis out to 2014/15, the EIR is projected to be 4.6 (ranging from 2.3 in the
lower bound to 6.8 in the upper bound).

In short, the value for money of this interventiomegns very uncertain. If the supported-pre
revenue ventures predominantly remain small over the next couple of years, then it is likely to
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deliver a return only modestly in excess of the initial investment; however, if a few of the
intensivelysupported cmpanies do indeed achieve the ambitious gnaatgets found by the

surveyit hanks to WHH&rms tshuippowitl | pay back SEG6s i

Recommendations

We offer the following recommendations to SE:

1 Recommendation 1 Undertakea review of the opportunities and issues associated
with the assisted livingmarket, and identify and appraise options for continued or
new intervention focused on that ss#t of the wellness and health sector (including
the O6do not hi nugsét eapttiydn)p.r eWistulr e®a on |
health service to reduce costs associated with care, and the advent aicédege
initiatives such as DALLAS, we view this as an area of the W&H sector which has
both a clearlydefined focus and very pmising future potential.

1 Recommendation 2 In the light of that review, decide whether any interventions in
the assisted living arena are best delivered through a continuation of the WHI project,
post September 2011, or through a new approach.

1 Recommendaion 3. Identify the most promising client prospects emerging from the
WHI o6growth pipelined and continue to
mechanisms.

1 Recommendation 4 Seek to disseminate the sector/company knowledge gained
through the WHI poject more widely through SE and SDI, to ensure that this
knowl edge is not O6lostdéd if SE decides

September 2011.
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Ll ntroducti on

This is the report of the Wellness and Health Innovation (WHI) project evaluatd@artaken
by SQW in conjunction with IBP Strategy and Research (IBP), for Scottish Enterprise (SE).

SQW was the lead contractor for this assignment with responsibility for overall direction and
delivery of all outputs. IBP undertook primary research with business beneficiaries of the
WHI project.

Profile of the Wellness and Health Innovation project

There is a large and growing global market in the provision of goods and services associated
with wellness and health (W&H) driven largely by an increamy number of patients with

chronic conditions and by an ageing population in developed countries. The WHI project
(hereafter referred to as the O6projethatd) pro
are developig innovative technologgnabledproducts, services or applications ftire

growing W&H market

The project is patscotland (with beneficiaries in both the SE and HIE areas) and targets
three main types of companies:

1 those already supplying into the wellness and health market
1 thosethat have products/ applications that could be developed for this market
1 startups with business plans to target the W&H sector.

The main areas of support include:

1 market intelligence and analysis

1 product technology and innovation support

1 business devefoment.

The overall Omi ssiond is to develop a 06gr owl
W&H market; and t oconmmurétyd df eommanie® and partners working in this

sectof.

Through a competitive tendering process, Innovation CentresaSdotltd (ICS§ were
appointed by SE to deliver the project over a three year period from October 2008 to
September 2011. Prior to this, the project was delivered by SE as a pilot initiative during
2007/08.

! SE Renfrewshire Board, Approval Paper, Wellness and Health Innovation Project, 2008.
2 http:/iwww.wellnesshealthinnovation.org/
3 http://www.innovatbncentre.org/

SQW .
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Evaluation objectives

The specific objectives d@his evaluation are to assess the following:

the rationale for intervention and fit with the policy environment

project objectives and targets achieved

project economic impact and value for money

wider project benefitgcludingcontribution to tie equityand equalities agendas
the usage, quality and demand of WHI services

management delivery, management information and performance measures

project learning points.

> =22 = = =2 a4 -a -2

final component of the evaluation is to make recommendations on the future of the project.

Approach and methodology

Our approach to evaluation design and implementation for this study is based on
understanding theéd | o g i c forcah @terme@tion. Thigprovides a framework for the
assessment of the rationale for this public sector intervention and its objectives, as well as the
relationship between rationale, inputs, activities, outputs, outcomes and impacts. It provides a
structured approach for thesag s s me n t of O6ultimated i mpact
intervention. A summary logic chain for the WHI project is presented below.

SQW 5
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Figure 1-1: WHI project logic model

Context Intended impacts

Conditions

There is no dedicated support for Scottish businesses in the wellness and health (W&H) sector—it is not a
recognised sectorin Scotland, despite being a large global industry. The underlying market failures causing
this problem for Scottish businesses include: ‘infermation deficiency’including ‘risk aversion’.

Net additional contribution in GVA terms
to the Scottish economy, derived from the
W&H sector

Net additional contribution in
employments terms to the Scottish
economy, derived from the W&H sector

Policy

Scottish Government Economic Strategy (GES) outlines the need to increase the number of highly
successful, competitive businesses; to address low levels of R&D and to focus on a number of key sectors
with high-growth potential. According to the SE Business Plan 2011/14 the focus ‘is to work with those
companies that will make the biggest difference to Scotland’s economic performance’and to develop
globally competitive sectors. The SE sector strategy for Life Sciences identifies both assisted living and
wellbeing as market opportunities; while the SE strategy for Enabling Technologies identifies ‘remote health’
as a new and emerging market.

J L

1T

global W&H market.

Wellness and Health Innovation project objectives

To provide specialised support services to Scottish SMEs that are either in or interested in supplying
products/ services to the W&H market. To develop a growth pipeline of SMEs supplying the

Intended outcomes

Improved beneficiaries’ knowledge and
awareness of the W&H sector

Increased the chance for beneficiaries to

Rationale Inputs Activities Intended outputs exploit market opportunities in the W&H
sector
By providing support to c. £1.5m (excl. Market intelligence No. of enterprises
businessesto access VAT) from SE and analysis supported Developeda ‘community’ for the W&H
information on the W&H and ERDF sector by developing the growth pipeline
industry; and increase Events; brokerage No. of research for SMEs
their industry knowledge Innovation networks &
which would eventually Centres Scotland Product, collaborations Increased no. of new products/
overcome their risk (ICS)and technology and processes
aversion Scottish innovation support No. of partners
Enterprise staff engaged Increased no. of jobs
resource Business
development No. of events Increased research or innovation
services expenditure of supported enterprises
Supply chain Increased turnover by supported
development enterprises

Source: SQW
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1.11 In undertaking our work we used the following research methods:

T
T

an inception neetingwith representatives from SEthis was held in May 2011

desk researcli we reviewed project documentatiand monitoring data provided by

SE and ICS including: SE approval papers;-teitn review paper; WHI yearly and
monthly reports; ERDF application; ICS proposal to SE; client activity data; research
papers and other relevant documentation

design of researchtools i a survey questionnaire was designed for business
beneficiaries of the project; we also designed an interview guide to be used with
stakeholders including representatives from: SE, ICS, Highlands & Islands Enterprise
(HIE), Scottish Government argtottish Development International (SDI)

piloting of business survey questionnaiielBP conducted a limited number of pilot
interviews to test the questionndire

briefing session for interviewers prior to the commencement of the telephone
interviews wth businessbeneficiaries a briefing meeting was held witte IBP
interviewers; his was attended by representatives from SQW, IBP, SE

a interviewers were fully briefed on thmain featureof the projectand the
objectives of the evaluation

a the business survey questionnaire was also reviewed and refined

a feedback on the pilot stage was obtained from IBP and incorporated into the
final version of the business survey questionnaire

primary researchwith direct business beneficiarieiswe received input from a total
of 104 direct businesses beneficiariesf the project out of a valid population of 171
businesses provided to us in the ICS contacts database

a this gives an overatksponse rate of 61%

a this givesa confidence interval of/- 6.0% for a 50% responsbkgsed on a
95% confidence level}this reducesto +/-3.6% for a 90% responsat the
same confidence level

u in other words, if 50% of the sample of businesses answered a question in a
given way we can be 95% certain that ifth# population of businesses had
responded the results would have been between 44.0% and 56.0% (i.e. within
+/- 6.0% of the 50% response)

a in our view, this represents a relatively good response rate for a business
development intervention of this type €all postsurvey report of the
business interviews can be found in Annex B)

a we interviewed 25 companies in receipt of at least seven or more ¥ days
assistance (Y2 day assist is equivalent to four hours support). According to SE

4 The pilot interviews were included in the business survey results.

SQW 7
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this is a good spread i.drmis receiving intensive support. Tkbartbelow
depicts the number of businesses against the number of Y dats assis
received through the project

Figure 1-2: Profile of businesses by level of assistance provided

35%

30%

25%

20%

15%

10%

% of companles

5%

0%

33%
mSurvey respondents m Total population

4cge, W° 4%8%

A2 % A B 6 T % 2 A0 AN A2 A3 AR A5 AT 90 .

No.1/2 assists (4 hours support) up to March 2011

Source: SQW/IBP base: survey respondents 104 and total population 182

T

primary research with stakeholders we gathered views from 11 key stakeholders
associated with the project (see Annex A for full list of consultees)

progress meeting we presented to SE our initial findings from the primary research
of businesses and stakeholders, at a meeting held in July 2011

collation, analysis and interpretatioii we gathereénd analysed all therimary and
secondary evaluation evidence, andppred thidinal report

Report structure

The remainder of this report is structured as follows:

1

Section 2 provides an assessment of fit with the policy environment, rationale for
intervention and project objectives

Section 3 provides an assessment gbject inputs and activities; this includes an
assessment of wusage, quality and demand

Section 4 provides an assessment of progress against gross outputs and against
targets associated with the project

Section 5presents an assament of the outcomes, impacts and value for money, and
wider project benefits

Section6: presents our conclusions and recommendations for the future of the project

SQW 3
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i Annexesa list of consultees provided in Annex Athe postsurvey reporfrom the
budness survey is detailed in Annex &xdcopies of the research tools used for the
primary research are presented in Annex C.

1.13 An Excelbased economic impact model is also supplied separately to the client. This details
all our calculations and assumptic f or assessing the projectds
impact.

SQW :
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2-Assessment of context, rat
objectives

In this section we provide an assessment of
policy environment and review the rationale for pubkctor intervention. We also assess the
projectds objectives to determine the degree

Fit with the policy environment

The project sits within a policy context that is increasingly recognising the importance of
telecare/telehealth in improving the quality and efficiency of care and health services. For
example, in August 2006, the Scottish Executive launched the £8 million Scottish Telecare
Development Programme, supporting local authorities to implement teleitetivis.

The SE Approval Paper (2068) ot es t hat the project 6contrib
and policiesd6 identified i n t'heartic@aly withn ment
respect to the &é6Supportive Business Environm
the market ed approach to O6innovation and R&DO6.
6responsive and focused enheppwi $8 stuhposttfo
the number of highly succddasfaills o croenpoegnits ev:
approach to business innovation, the need to address low levels of R&D and to have a
6particular focus on a -gowtmmoential anfl thekcapacityste ct or s
boost pr.oductivityo

In conjunction with the GES, the Scottish G
(NPFfsets out five 6strategic objectivesd, sev
t ar g e t1l5 dajionahautdomes to achieve sustainable economic growth across Scotland.

Of the high level targets, the most relevant in the context of the project relate to increased
6growthoé and oO6productivityd. With tradagedor ds t o
Scotland being an 6attractive place for doin
i nnov.atTThoenbnati onal target is to 6at | east he
spending compared with EUbusginessrexgnditurddon R0 1 1 6 ,
The project can make a minor contribution to this.

As the projectsuppors Scottish SMEs that are developing innovative products, sergices
applications for the W&H market, and aims to create a commuohitysinesses anghartner

organi sations, it can be said that at a str a:
element of the GES and the NPF.

As pointed out in its Business for Plan 2011/14, SE operates within the policy agenda set by
the GES. The Busirss Plan prioritises five key areas, of which the following three are most

Sie. Specific, M easurableAchievable Relevant and’ ime-bound.

% SE Renfrewshire Board Paper, Wellness and Health Innovation Project, 28 February 2008.
"Seehttp://www.scotland.gov.uk/Resource/Doc/202993/0054092. pdf

8 Seehttp://www.scotland.gov.uk/Publications/2007/11/93240/9

SQW 10
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directly rel evant t o t he WH | project: 0 (
6internationalisationd. These priorities are
most pertient heré 6globally competitive companies?©o,;
Under the former, the stated focus 6is to wol

di fference to Scotlandds economic rimariffor manc
micro and small businesses, with a large proportion still atguenue stage. Considering the

size and stage of these businesses, it is difficult to be confident that they will fall into the
group that wild.l ma k e tahned 6&b iegcgoensotmi cci fpfeerrf eonr crre
also reinforced through our primary research with direct business beneficiaries of the WHI
project. However, under the same theme, the activities of the WHI project suggest there is
evidence of internationalisation byovking with Scottish Development International (SDI) to

support businesses, for instance, on trade misSiang raising the international profile of
Scotlandébés <capabilities. On innovation and
product, technolog and innovation supportelivered by its innovation advisors and
associates; events; and other activities (e.g. engagement with Boots Centre for Inffavation)

With regards to 6globally competitive sector
identified as Scottish sectors that have the potential to be globally competitive. We
understand from our consultees that the budget for the project comes fr@8 theabling
Technologies (ET) sector team but it also has linkages with the SE Life Sciences (LS) sector

t eam. |t has been pointed out to us that t h
teams. Likewise, the majority of businesses engaged witbrdject identify themselves with

ET (38%) and LS (29%) (other sectors engaged to a lesser extent were food and drink (4%),
textiles (3%), construction (1%), energy (1%), financial services (1%), tourism (1%) and for

22% the sector was not known) . So hiistrespect the project is aligned with these sectors.

The Enabling Technologies Strategy for Scotland (2608pkes reference to the cross

sectoral focus of Enabling Technologies and recognises the advances in healthcare, with
remote health identified asnew and emerging market. The need for technology to be applied

to this new market area is recognised, as is the need to ensure maximum benefit from the
opportunity which the growing healthcare market presents. The Scottish Life Science Strategy
(2011)denti fies bot’Andaswitatsbeif Hipdii mgo 6si gni fic
worthy of further explorationd by the Scott
appears that both the relevant sector strategiesgnisethe wellness and hita sector. At

least at this high level, the project appears to fit in with these two sector strategies.

However, based on the feedback from the majority of consultees, we found that the project
appears to be relatively low priority for the SE and HIE @edeams, with limited
engagement (especially of senior directors). The businesses engaged with the project are

°These two themes are also referred to in the Consultan
1 For example, recent trade missions to the USA and Japan.

1 see:http://www.bootsinnovation.com/

2 Technology Advisory Group, Enabling Technologies Strategy for Scotland, towards a brighter future, 2008.

BThis specifically refers to 6aids to mobility, rehabil
independent | ifesoppesdbunities in éxplehealth with the
di agnosis, treatment and management of chronically il!|I
“This specifically refers to 6plant, ani mal and nutriti
dri nk. It is to expl or e O&icfoocaaditives lgeneficeao nmuiatairkng healthand nut r a
preventing di seased.

SQW "
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largely not on the radar of senior representatives with the SE sector teams and there is no
direct overarching strategy within SE on the W&Hteec

In summary, our primary research with stakeholders found that the majority of consultees

held thegeneral viewthat theprojectfits relatively well with the GES. The nature and focus

of the projectds activit i eswmesyRahHowergerdedpitee pri o
the W&H sectobeingreferred to in the SE sector strategies (albeit only as an opportunity),

in practicethe projectdoes not appear tbe seen as a high priority within the SE sector

teams

Review of rationale for intervention

The original rationale for intervention is outlined in the SE Approval Paper (2008). This

points out that wellness is not a firecogni s
billion dollar global industry. In spite of this market opportunitgréhare a number of market

failures associ ated wi t h Scottish busi nesse
deficiencyd; o6risk aversiond (a subset of i nf

project was considered to be the best optioassist clients in accessing information on the
W&H industry; increasing their industry knowledge which would eventually overcome their
risk aversion; and helping companies develop routes to market.

The present evaluation allows aagsessment of this ratiale and associated market failures.
The feedback from the stakeholder consultations included the following:

1 On rationale

a there was no sense of a developed dAco
sector which brought businesses and other organisatigaher

a the W&H market was new and the project was the only pukdighported
initiative solely focused on the W&H sector in Scotland

u there was an absence of an active 0fs
Scotland(though this would also be the case at the ldkel and may
therefore be an issue that the project would not be able to address)

u businesses did not have the fAnecessary

a there was a need to create maximum opportunities for businesses in finding
routes to market.

1 On market fdure:

a nearly al/|l consultees are of the vie
informatp ®:iét i veéfaaxdt @ maa Kerd al eunduty r 6
relevant in this context, albeit to varying degrees

15 Imperfect information where companies lack the information required to understand market need and
opportunity, or lack information on the levels of risk involved, or lack information on routes to market.

SQW 12
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a of these types of market failures, imperfadormation is considered to be
the most prevalent, for the majority of consultees.

Table 2-1 shows areas of imperfect information identified by the survey respondents. In
particular this confirms imperfect information around markets (33 responses) and business
models (20 responses).

Table 2-1: What were the main problems, issues or opportunities that you were looking to get help with,
from WHI?

Main problems, issues or opportunities

Business models (20 responses)
Finance (5 responses)

General (6 responses)

Markets (33 responses)

Sales (1 response)

Technology (14 responses)

Source: SQW/IBP

2.13 OffPAT (2009}® guidance argues that a clear justification for the rationale is important
because the chances of delivering an effective intervention are diminished as the intervention
may not propeyl target the real problem that needs to be addressed.

2.14 Bearing this in mind, the key questioniiglid the proponents of the WHI project articulate
clearly and convincingly the rationale for the WHI project?

2.15 In the SE Approval Paper the justification ftwe rationale relates to the size of the global
market opportunity in W&H; the sector not being recognised in Scotland; and the market
failures highlighted above. Reference is made to res€anttich details the global W&H
market and opportunity However, it is not clear to us exactly how the specific market
failures articulated in the Approval Paper, were arrivedspgcifically in relation to the
Scottish W&H sectorlt can be argued that the same market failures can be applied to any
sector, and furthredetail is needed to make a more accurate assessment of the rationale. The
Approval Paper only identifies the market failures but does not provide specific evidence on
their existence with respect to this sector (for instance, any primary research ednalitict
Scottish SMES albeit that this was a rather nascent sector at the timeJ does it explain
why the market failures require a sector specific response (complementing other support
available from SE).

2.16 Notwithstanding this, our primary researfcund that the vast majority of consultees believe
there to be a justified rationale for this intervention. As indicated above, this primarily relates
to the absence of dedicated support for organisations operating in this sector and the need to

16 positive externalitiesfor example, spilove benefits to society from firmsd in
effects whereby it becomes more attractive for W&H firms to locate in Scotland, the larger the cluster of similar
firms.

1" Market power for example, with insufficient competition in a markkete to high stastip costs.

18 OffPAT (2009).The Rationale for Public Sector Intervention: in Economic Development and Regeneration

Programmes and Projectsdvice Note 1/2009.

YThe SE Approval Paper makes reference to the &é6Well nes:
20\We are unable to comment on the nature and quality of this research as this was not attached with the SE

Approval Paper and we have not have sight of this.

SQW 13
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develop acommunity in Scotland. All consultees were clear on the existence of at least two
out of the three main types of market failure (imperfect information and market power),
specifically with respect to the W&H sector in Scotlatids worth noting that theesponses

to the business survey indicate the existence of market failure, in particular imperfect
information (e.g. relating to markets, technology and business modelslght be argued

that at the time of project approval, there was a valid marketrdadssociated with these
businesses.

According to our consultees, the unique selling point (USP) of the project is that it was the
only in-depth dedicated service which covers the W&H sector in Scotland. There was
recognition of other publicjunded supprt available to Scottish businesses in the W&H
sector, namely Nexx&s SHIL?2, and the Sporting Chance Initiaff¥e- but an
acknowledgement that these do not have the same scope as the WHI project.

In our view, the original rationale for intervention, ast out in the SE Approval Paper, was
somewhat unconvincirig essentially pointing out a large global opportunity, andeg#sg

the presence of market failures, without explaining why this particular sector justified
specialist SE support in addition tdet other business support mechanisms (including
Account Management). We do not dispute that there is an opportunity, and that market
failures exist in thi§ as in every other sector. The key question should have been why the
market failures in this paitular area justified sectespecific support.

Project objectives

We infer from the SEO6s Approval Paper (under
(2009)** the objectives of the project to be as follows: the provisiocd sfpeci al i sed su
services to Scottish SMEs that are either in or interested in supplying products or services to

the health and wellness market. The mission is to develop a growth pipeline of SMEs
supplying the gl obal .hTdea key kervices dfferagbetdlidnn e s s m
companies will be:

1 6mar ket intelligence and analysi sbd

=

6product devel opment supportéo

=

6facilitating coll aborationsd
expertise from O6corporate partnerso.

The project wil6 encour age a wi de bnnginngvations fo the markgta ni e s
suppat others to move existing products and services into a new marketrexsd critically

ifdevel op a new pipeline of grawth companies f
Qur consultees views on the projectds obj ect
1 6gow businesses in the W&H sectord

2! hitp://www.nexxusscotland.com/

22 hitp://www.shil.co.uk/

2 hitp://www.sportingchanceinitiative.co.uk/

24 3cottish Enterprise, Project Review, Wellness & Health Innovation, 2009.
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1 6i ncrease knowledge and mar ket awareness
1 6create opportunities for businesses and
1 0 d e v edoadphasa of SMEs to exploit thearket opportunities developingew
producsk and/orservices in the sector
1 O6map capabilities, helping businesses diyv
1 dncrease the collaboration betwe®ME s , corporates and acaden
1 @QetMEs t o connect with corporatesod
1 6build a communitycliostbaedsector; establi
1 Gestablish revenue streams for businesses engaged with the project and make them
grow through provision of a range of serviges
1 @ive advice and support to businessesgke introductions,and increase the

probability of them succeeding.

To us itappears the objectives are many, they are diverse in nature, cover a wide range of
economic development domains and not surprisingly are articulated differently by consultees.
Having said this, there is a broad understanding among consultees of what¢hese

Specifically a number of quantified outputs, outcomes plus impacts were set for the project
over its three year lifespan:

Table 2-2: Outputs, outcomes and impacts for the project

Outputs/ outcomes/ impacts

Outputs Number of enterprises supported

Number of partners engaged

Number of events

Number of research networks & collaborations supported
Outcomes Number of gross jobs created

Number of new products/ processes

Number of net new jobs created

Increase in net research or innovation expenditure of supported
companies

Increase in net additional turnover by supported enterprises

Impacts Net additional GVA contribution in GVA terms to the Scottish economy

Source: Co n dGBlddtaa3QWN6 s Br i e f ;

Notwithstanding our reservations above regarding the rationale for intervention, we do
consider these objectives to be SMART:

1 Si the objectives arspecificas the SE Approval Paper identifies the beneficiaries,
the types services to lokelivered and overall purpose of the project

SQW 15
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1 M T the objectives aremeasurableas there are quantified performance targets set to
track their progress

1 A 1 the objectives are on the whadehievable as they are mainly in the direct
control of those respaible for project delivery

1 R the objectives appear to belevantto the stated reason for doing the project

1 T i the objectives aréime-bound as they have to be achieved over the project
lifespan (i.e. three years).

SQW 16
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J;Assessment

o f

l nput s

and

a

In this section we assess the inputs and activities associated with the implementation and
operation of the project. We also report on the management and delivery of the project and
assess the usage, quality and demand of the project services.

Inputs

Inputs refer to the resources relating to finance, people/ time that are committed to the

implementation and operation of the project. We identify and assess the main inputs below.

Finance

The total budget approved for the project over the three year p€&dtober 2008 to

September 2011was £1.526m (excluding VAT) and total actual expenditure to the end of May
2011 was £1.284m. This leaves £242k for the remainder of the preigate3-1).

Figure 3-1: WHI budget approved and actual expenditure (excl. VAT)

£600

£500

£400

£300

(£'000s)

£200

£100

£0

Year 1

m Budget approved

Year 2

m Actual expenditure

£544

Year 3

Source: SQW, adapted from ICS data. Note, Year 3 actual reflects expenditure to end May 2011.

Table 3-1 presents a breakdown of the actual expenditure over the three years from October
2008 to May 2011. The greatest spend relates to core and associate staff (a combined total of

nearly £868.5k) representing over tifords of the total expenditure. The néxghest spend

is on research costs followed by overheads.

In our assessmenthe projectcosts havdeen well managed ovérd duration of the project,
evant to the

and spent

SQW

on
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Table 3-1: WHI project breakdown (Oct 2008 to May 2011)

Expenditure (£) Year 1 Year 2 Year 3 (to date) Total % of total

spend
Core staff 196,901 215,933 156,252 569,086 44%
Assaociate staff 145,393 100,806 53,172 299,371 23%
Travel and expenses 18,758 21,629 10,731 51,118 4%
Staff development 1,533 5,404 1,960 8,897 1%
Trade shows 4,951 4,026 2,238 11,215 1%
Marketing 25,930 23,505 18,715 68,150 5%
Website 12,755 4,986 1,880 19,621 2%
Seminars 7,126 16,103 8,259 31,488 2%
Strategic Advisory Group 223 425 425 1,073 0%
Overheads 40,245 33,789 23,837 97,871 8%
Research 36,479 48,799 34,729 120,007 9%
Start-up costs (1% year) 6,895 N/A N/A 6,895 1%
Total (£) 497,189 475,405 312,198 1,284,792

Source: ICS; SQW calculations

Management and delivery

The project is delivered on behalf of SE by ICS, with a dedicated team to manage and deliver

the project. The ICS project manager has responsibility for all aspects of the project and is the

key point of contact for the SE projeoanager. A monthly meeting is held between the ICS

and SE project managers, to review progress and actions for the future. A detailed monthly
report is also produced for SE. We have had sight of these monthly reports and can confirm

they provide a suitable u mmary O6ésnapshoto6é of progress. T
directly to the ICS Chief Executive who in turns provides information updates to the ICS

Board and its Advisory Board he project structure is detailed beldwigure3-2).

The WHI delivery team is made up of four ftilne employees comprising of the following
roles:

i one project ranager
i two innovation avisors
i one market researclo-ordinator

The team helps deliver thmarket research, events, innovatemd more intensive business
development support. The portfolio of servicgedisted inTable 3-3 below. The project also
has a pool of 6associatesd which offer direct

The key stakeholders involvénl the project include:

SQW 18
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SE

HIE

Scottish Government

=A =4 =4 =4

various public sector organisations (e.g. Interface, Joint Improvement Team, SHIL,
Nexxus)

1 corporate organisations (e.g. Microsoft, IBM, Atos Origin)
1 Scottish SMEs.

SE6s interest s thempmectmanagegnent process anduligidon with the key
ET, Life Sciences teams and SDI. It is our interpretation of project documentation and other
sources, the stakeholders have built up over time, with new ones coming on board over the
course of the pject lifespan.

Figure 3-2: WHI project structure

Wellness & Health Innovation Structure

ICS Board

Life Sciences

lq- -~

SE Senior
Responsible Owner

4

ICS
Advisory Board

Liaison

b ICS
Chief Executive
4

]

DMET Liaison f---

WHI WHI Strategic
Project Manager Advisory Group
Y Y

SE Project Manager

HIE Life Sciences | _
Liaison

WHI Staff &
Associate Advisors

SDI . ICS Finance

SE National
Finance Centre

Source: SE Gate BProject review (Sept 09)

There is also a project Strategic Advisory Group (SAG). This Group is tasked with providing
strategicdirection, advice to the project management team and makes connections. It meets
twice per year. The Group is a mixture of representatives from SMESs, corporate companies,
public sector representatives and Ske Turrent SAG consists of the members sebelaw.

Table 3-2: Strategic Advisory Group members

Sector Detail
SME Sensorium, Kelvin Connect, OLM Group, pwb Health, Touch Bionics
Corporate Tunstall, Cisco, Atos Origin, Independent Living Scotland

Public Sector Scottish Government, Edinburgh University, Queen Margaret University, Scottish Health

Innovations Limited, Interface, St Johns Hospital, Edinburgh & Diabetes UK Scotland
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Sector Detail

Project Team ICS, SE

Source: SE Gate BProject review (Sept 09) &dvisory Group Members xIs (April 2010)

3.12 For a few consultees close to the delivery of the project, the SAG has proven effective.
However, in the view of one consultee with insight on the SAG, it provides direction but not
in the way it should: thereisfae el i ng t hat it needs t dforbe mor ¢
example in terms of direction the Group provides; frequency of meetings; and actions/
activities). We also note from our review of the SAG meeting minutes that the project has not
secured a alunteer to chair the Grotip attendance has sometimes been less than optimal;
and the lategptublishedminutes of meetings are from December 2009.

3.13 In terms of management, it appears that appropriate management structures andsrasource
in place The feedback from our consultees suggests thatICS delivery team and in
particular thdCS project managehas done well in terms of management and delivery of the
project. In terms of project management by SE on an operational level, this was considered to
be done well.

Monitoring systems and processes

3.14 Client and project activity is captured through a numbkdifferent ways (e.g. project
activity form, enquiry form, partner engagement form, event feedback surveys, business
support applications etc.). These various client activity forms, surveys and application are
inputted to a central CRM system which camsadetails of all project clients and tracks the
support provided (this includes info/ data on contact details of beneficiaries; sectors of
beneficiary; description of activity; time spent; employment and turnover figures for some
beneficiaries; and othedata fields). This is analysed and feeds into various reporting
documentation, the main one being the monthly report (but also annual reports-taoa ad
enquiries). This covers all client interactions, events (both internal and external events),
partner,stakeholder and social media engagement along with a running total of new project
clients and monthly financial project spend.

3.15 We understand all members of the team are responsible for input to the monthly reporting
system. This is then reviewed by theojpct manager before sending to the SE project
manager. The SE and WHI project manager meet at least once a month to discuss the monthly
report and any other project opportunities/challenges (withoaddiscussion as needed). This
central database is us&n monitor progress against targets. It is also worth noting that all
outputs are counted and measured against the performance targets by funders (SE and ERDF)
and a number of KPIs are tracked to track this.

316 The projectdéds moni t anentsragpeaato e wellagvelapadiamddit foa r r a n
purpose. Client activity is being captured as far as possible and that progress against
performance measures is being monitored for reporting purposes.

B WHI Project SAG Meeting Minies, 29 April 2009.

SQW 20



Evaluation of the Wellness and Health Innovation Project
Report to Scottish Enterprise

Contracting delivery of project out to external party

3.17 In terms of the current approach to contracting out delivery to an external party (i.e. ICS), we
found that for some consultees there was a degree of reluctant recognition that this was the
only option available at the time when the project was first intratjudee to the lack of
resource with SE to deliver the project. For other consultees, however, the contracting out to
the private sector has been a positive step as there is dedicated support available for
businesses, more cliefdcing, more responsive anikss bureaucratic. For nearly all
consultees, there is major concern over retention of knowledge and relationships within SE.
The contracting out has | ed to a scenario
beneficiaries is effectively secof@dnd, depite best efforts to communicate and share
between ICS and SE.

3.18 Going forward, it will be important to devote attention on how the issue of knowledge and
relationship retention associated with the project bamesolved.

Activities

3.19 Activities here are defined as the support and services provided by the project team, partners
and stakeholders associated directly with the project.

Services

3.20 The project delivers a range of services from market research, events, to innovation support
and more intensive business development. The types of services provided to clients are
presented in the table below.

Table 3-3: WHI project services

Service Service type

Market intelligence and T Market research

analysis

Events 1 Large market sharing events (e.g. conference/ seminar style)

1  Brokerage events with key stakeholders/ partners (i.e. one-to-one
facilitated by WHI)

=

Workshops

Product, technology and
innovation support

Intellectual property audit

Technology/ application audit

Innovation/ product assistance

Assistance with regulations

Focus groups

Assistance with highlighting gaps in the market

Signposting to intermediaries

= =4 =4 -4 A -—a -8 -

Innovation toolkits

Business development I Sales and marketing guidance
1  Business model/ structure advice

Market positioning advice
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Service Service type

1  Advice on routes to market
1  Service toolkits

1  Facilitating collaborations i SME, University or Corporate

T Identifying referrals to 6growth ¢
1

Other business development support

Source: SQW; ICS

3.21 In addition to the above, the project has undertaken various other activities including the
following:

1 Providing support to the Scottish Government through the Joint Improvement Team
@QIM*i n devel opi ng Sc dotthe Fathhdlogy StrategycBoardsféru |l b i
the 6Delivering Assisted Living Lifestyle

1 Taking part in international trade missions including for example, Finland and Japan.
The latter was in collaboration with SDI and UK Trade & kivweent (UKTI) and
included five project clients being exposed to the Japanese market. In conjunction
with SDI, the project team and associated organisations attended the American
Telemedicine Associatiéh annual conference held in Tampa. A total of eight
participating Scottish organisations attended and exhibited at this conference. This
visit also included attendance at partner brokerage events in Boston and visits to MIT
Lab® and Philips Lifeliné”.

1 The project manager attending and participating in wanskand conferences at an
international level.

1 Engaging with a range of corporate partners, for example the project team have
undertaken brokerage events with Boots Innovation and referred/facilitated
appropriate introductiont® project client. Also theyave secured BOSCH and Atos

Origin as corporate partners, the |l atter
Group.
1 Contributing to industry and other general publications, press articles and other media

(e.g. Holyrood magazine on the future of lieedre delivery in Scotland, May 2011;
and BBC News).

1 Newsletters, surveys; social medithe project websifé and other forms of
engagement to keep in touch with project clients.

3.22 The number of partners/ connections the project has developed is of pantiotd. Over 30
partners are actively engaged with the project undertaking various activities (e.g. brokerage;

26 http://www.jitscotland.org.uk/

27 See:http://www.innovateuk.org/conte/competition/dallasleliveringassistediving-lifestylesatsc.ashx
28 hitp://www.americantelemed.org/i4a/pages/index.cfm?pageid=1

2 hitp://www.media.mit.edu/

30 hitp://www.lifelinesys.com/content/home

31 http://www.wellnesshealthinnovation.org/
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market knowledge sharing; and direct connections through business development for the

SMESs).Table3-4 lists the partnerrmyanisations associated with the project.

Table 3-4: WHI project i partner organisations

2008-09 Claims

2009-10 Claims

2010-11 Proposed Claims

Atos Origin

Boot Centre for Innovation

Cisco

Tunstall

Proctor & Gamble

Microsoft

Scottish Government i JIT Telecare
University of Edinburgh

Queen Margaret University

Stirling University MATCH Project

Interface

Wide Blue

Scottish Health Innovation Limited
IBM

University of the West of Scotland
Glasgow Caledonian University
Strathclyde Medical Devices

Highlands & Islands Enterprise

Knowledge Transfer Networks (e.g.

Electronics; Digital
Communications; Creative

Orange Healthcare

Philips Healthcare
Independent Living Services
Intel Health i Care Innovations
iSoft

Bosch Healthcare

Blackwood housing

University of Aberdeen
Glasgow School of Art

Connected for Health

Industries; and Health) Scottish Centre for Telehealth

Robert Gordon University Sporting Chance Initiative

Long Term Conditions Alliance Nexxus

Abertay University Dundee

Source: ICS

Usage, quality and demand of project services

3.23 From an SE perspective, there appears to be a difference in opinion, split along those project
management role (past and present) and those with a sectoral insight, as to the relevance and
appropriateness of project services. For the former, the servieesasidered to be relevant

and appropriate for target beneficiaries, while for the latter and with the exception of a few
services, there is a question over their quality. For one consultee, the services would be
relevant and appropriate if the projeedhmore focugi.e. in terms of tighter sectoral focus

and provision of services).

3.24 However, we understand from a RB8& stakeholder that greater project focus has been
developed in year three of delivery, after giving consideration to and learning frorthbow

W&H market was developing over time.

3.25 For two SE consultees, the usage is pointed out as being well evidenced, and the most

valuable services to clients are thought to include:

i market research/ intelligence; market trials

=

access to corporates

firoute to mar ket o

=

suppori n pr ovi di ng

events.

3.26 There is agreement among two SE consultees that demand for project services have exceeded

expectations. This is evidenced by the progress against targets for number of businesses
supported by the project (see alsotson 4).
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In the view of one SE consultee, the demand for services is fromtgrte earlystage
businesses with few employees but with innovative ideas.

For two of the SE consultees, the strength of the project is considered to be the quality of the
ICS project team and the dedicateetlapth support which is not available elsewhere for the
W&H sector in Scotland.

Similarly, t he -#B jomsutees gonsimdred the projedét sesvites to be
relevant, appropriate and generally of quality. There is also a perception that usage is high and
that there is strong demand for services.

Our business survey found that just under half of the respondenessess were referred to

the project from a public sector organisation. The main source of referrals was Scottish
Enterprise (21 businesses referred) and Business Gateway (6 businesses referred). Other
sources of individual referrals included:

Cultural Enterprise Office
Glasgow University
Innovator's Counselling and Advisory Service for Scotland

St Andrews University

=A =4 =4 =4 =4

Stirling University
True Innovation.

This wide range of referrals illustrates the cross sectoral dimension to the project. Over a

guarterof businesses were referred to WHI through a business contact and 11% of businesses
heard about the programme at an event. Other sources included the WHI project team, the
project website and media articlésdqure3-3).

It is worth roting that from the 104 businesses interviewed, just undethimehadreceived
ScottishEnterprise Account Managemenipport in the past three yedrshis relatively low
proportion reflecting the very small nature of many of these businesses. Thitymafjo
businesses reported receiving support (68%h public sector orgagations in the past three
years. The main source of this support was Scottish Enterprise in the areas of innovation and
R&D, accessing finance and business developnfagti(e 3-4).
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Figure 3-3: How did you first hear about the WHI project?
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Figure 3-4: What other forms of support, including financial support, have you received from public
sector organisations in the past three years?
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3.33 In terms of how existing services could be improved, the following were some of the areas
raised by business respondents:

1 ten respondents identified the need for better links/ relationships with other
organisationsi this included stronger relationshipsititv NHS and Scottish
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Government; improved knowledge of SE; more networking opportunities and
increased awareness of other organisations that offer similar support.

1 five respondents explicitly mentioned that communications need to be improved and
a furthersix respondents implicitly mentionedreas that relate to communications
(e. g. asking more gquestions -toface contacer st anc
improved client management; and improved notice of events). Also related to
communications, fiveespondents wanted improved follays support after initial
contact.

334 We understand that thereupé8 Wimhtbdsreresseseg
nominally capped the total amount of support provided at six days, thus making it difficult t
provide continued followup support to businesses. However, there was flexibility on this
issue in the sense that if the ICS team could make a genuine case to SE for further support
then SE could approve this.

3.35 The interviewed businesses were asked gmest additional services that could be of value.
Many of the suggestions reflected areas where businesses believed there could be an
improvement on existing services. Suggested additional services included:

1 follow-up meetings
1 closer links with other orgasations such as NHS and HIE
1 advice on funding sources including business angel contacts or a bank of business

angel investors
1 more activities in the area of patents.

3.36 In terms of usage of project services by business beneficiaries, the top five mostniexs
by the interviewed businesses were:

market research
large market sharing events
workshops

advice on routes to market

= =4 =4 =4 =4

facilitating collaborations
innovation/ product assistance.

3.37 The usage also represents the demand for project services. Intordssess usage and
satisfaction with individual services provided to business beneficiaries, wetabodated
responses to services used with satisfaction leigjsre3-5 shows the services used and the
associated satisfactioating.

3.38 From the services that had a satisfaction rating of over 90%, three services belonged to the
business development category (service toolkits, business model advice, sales and marketing
guidance), two services belonged to the events category (hgekevents, large market

SQW 2
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sharing events) and two services belonged to the product, technology and innovation support
category (focus groups, assistance highlighting gaps in market).

In terms of their overall satisfaction with the project, a total of Aodul04 respondents

reported being O6very satisfiedd or O6satisfiecd¢
Figure 3-5: Services used and satisfaction
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We also asked business beneficiaries, how they would rate the quality of services they have
received from the project. The results presentedrable 3-5 below illustrates broadly
positive responses, wbahisheedbdoportvsahni saye
(for practical support) to 70% (for quality and relevance of information). Levels of

di ssatisfaction were | ow, with just 5% to 9%

27
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Table 3-5: How would you rate the quality of services you have received from WHI?

100%
90% (5 14% 15% 15% 14% 18%
Yo 22% m\ery
3% 26% :
e 3% 3% 3% 3% Satisfied
80% 5% - 3% 5% m
- 3%
11% . 10% i
70% 12% 2% 4% 1% 10% B Satisfied
0 30 = 10%
'-“’
w
£ 60% 14% )
2 18% 26% Meither / Nor
c 25% 29%
S 50% 31%
o
g 17%
= 40% m Dissatisfied
o
2
S 30%
39 mVery
20% . % o ery
o o % 39% Dissatisfied
10%
Don't know
0% T T T T T T T T
Quality snd Uzsfuneszof Ussfunsszof Practics Responsvensss Consistency Abilty and Understanding Chvara
rzlzvance of advice contacts it support to enquires meeting inowledge of of your business  efficiency
nformation sliowed you to commitments WHI staff nesds
maks

Source: SQW/IBP (Neither/nor = neither satisfied or dissatisfied)

341 We asked respondents to estimate the number
project in total Responses ranged from 0 to 480 with a median of 20 hours per ben&iciary
as illustrated in the chart below. In total, the survey respondentsaatatitimat 2,012 hours of
support were provided. This is in line with the beneficiary database file which shows that
1,632 hours of support were provided to these companies.

Figure 3-6: Estimated hours of support from WHI
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Source: SQW/IBP

32 One respondent stated they liadeived 2,000 hours of support. We consider this to be an outlier and excluded
it from our calculatios.
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3.42 Asked to put a value on the received support, if they were to obtain it through some other
way, responses varied from £0 to £100,000, with a median of £5,000 per beneficiary. A total
of 46 (out of 104) respondent sHIservedsindhet hat t
future, with median value being A200 per day:

SQW 29



Evaluation of the Wellness and Health Innovation Project
Report to Scottish Enterprise

4. Assessment of outputs

In this section we assess the gross outputs associated with the project. Gross outputs are
defined as the direct effects of the intervention that can be onedit factors which are in

the direct control of the delivery organisation. For this particular intervention, thetgroes
conversions are more meaningful for outcomes and impacts (e.g. jobs and GVA) than for
outputs (e.g. number of enterprises sujgat)

Gross outputs T performance against targets

We have reviewed the information/ data provided by ICS relating to the reporting of gross
outputs and compared the performance against targets set by the main project funders (SE and
ERDF). Presented beloare the gross outputs, on which we make an assessment of the
performance against targets set.

Table 4-1: SE and ERDF targets for gross outputs

Outputs SE/ERDF  Target over 3 years Actual achieved SQW comment
(October 2008- to date (October
October 2011) 2008 - July 2011)

Number of enterprise SE/ ERDF 105 220 as at 1/7/2011 Target far exceeded
supported (210% of target).

We understand from ICS
that an additional 20 new
clients are expected by
Sept 2011.

Expected total 240

Number of research SE/ ERDF 15 27  Target exceeded (180% of
networks & collaborations target)
supported

We understand ICS is
expected to claim an
additional 5 by Sept 2011.
Expected total = 32

Number of partners SE/ ERDF 30 35 Target exceeded (117% of
engaged target)
Number of events SE 18 41 Target far exceeded

(228% of target)

We understand ICS is
expected to claim an
additional 1 by Sept 2011-
Expected total = 42

Source: ICS data

Hence we see that the project has comfortablyeeded each of its targeted gross output
measure$ including supporting more than double the targeted number of enterprises.

SQW %
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bhAssessment of out comes, I m
for money

In this section we assess the outcomes and impacts associated with the Wejelso
consider the key value for money metrics.

Outcomes

Findings from stakeholder consultations

We asked consultees if there were any observed outcomes for project beneficiaries. The
feedback highlighted the following:

1 Non-quantifiableoutcomesfor some consultees thproject hasada positive impact
on creating a communitfor the W&H sector in Scotland. Many consultees report
improved knowledge, learning and awareness among busineds®e i &0 a
greaterrecognition of the importance and potial oféassisted livin by busi ness
andstakeholders operating in this spa€ae fact that the project has engaged with a
wide range of stakeholders from the public and private sector is also reported as a
positive outcome for the project.

1 Quantifiable outcomesmany consultees thought that the project had achieved
guantifiable outcomes (e.g. investment in R&D, innovation expenditure, IP, new
products etc) but nearly all consultees found it difficult to quantify these. There was
also a perception amng consultees that the majority of businesses would report
positively on sales, staff employed and new markets entered. For some consultees, it
was very early to say if there has been any turnover and employment created by
businesses. However, one conseltreported the total value of all inward and
internationalisation activities relating to the W&H sector would potentially be c. £2m
(majority of this potential value is to be realised in the future). The attribution of the
project to this value is estin@t at c. 50%.

There were mixed views among consultees on the extent to which the above outcomes would
have been achieved anyway in the absence of the project. On the whole, the perception is that
it would have been more difficult or it would have takender to achieve most of the
outcomes. However, specifically on community building element, a minority of consultees
state that would not have happened without the project.

Findings from the beneficiary survey

The responses to the business survey offer sosight on the extent to which market failures
are being addressed by the project.

As illustrated inTable5-1 below, the results point to the improved knowledge, understanding
and awareness of the W&sector; new linkages with companies; and new links with other

SQW 3
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networks or collaborations. There is also evidence of new links with the science/ research
base; development of new products and processes; and improvements in existing products and
processes

In contrast, establishing new links with NHS; undertaking collaborative projects; securing
finance; licensing; and forming starp/ spirout companies were relatively infrequently
cited. To some extent, this reflects desirable outcomes which werethiot the remit of the
project (e.g. securing finance).

Table 5-1: Which, if any, of the following benefits have you experienced as a result of using the WHI
services?

Benefits No. of respondents

Knowledge benefits:

Improved your knowledge and understanding of the wellness and health sector 62
Improved your market awareness 57
Improved your technical awareness 33

Linkage benefits:

Established new links with companies 43
Developed links with other networks or collaborations 41
Established new links with the science/research base 32
Established new links with Support Providers 30
Established new links with NHS 13

Innovation benefits:

Developed new products 29
Improved your existing products 28
Undertaken new innovation or R&D projects 26
Developed new processes 24
Improved your existing processes 21
Undertaken collaborative projects 14
Secured new licensing deals 7

Investment benefits:
Secured financing, such as loan finance 8
Secured financing, such as equity finance 5

Start-up benefits:

Formed a start-up company 8
Formed a spin-out company 3
Other 2

SQW 2
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Benefits No. of respondents

None of the above 18

Source: SQW/IBP

For those benefits identified, most respondents considered their impact (to date, or potential
future impact) to be important, as shownTiable 5-2 below. In particular, responses were
positive on importance of: improved market awess; improved knowledge and
understanding of the W&H sector; establishing new links with companies; and developing
links with other networks and collaborations.

Although most businesses place value on their increased knowledge, understanding and
awarenes, as result of the WHI project, this has not necessarily translated into new
innovation and investment related actiwtgt, bearing in mind the tirags associated with
translating new market insights/awareness into new products etc.

Table 5-2: For the benefits identified, can you say how important these have been in terms of their
impact to date or their future potential impact?

Very Neither / Not
Benefits important  Important Nor important Don't know
Knowledge benefits:
Improved your market awareness 32 18 5 1 1
Improved your knowledge and
understanding of the wellness and health
sector 29 19 11 2 1
Improved your technical awareness 17 12 4
Linkage benefits:
Established new links with companies 20 10 10 2 1
Developed links with other networks or
collaborations 19 11 9 1 1
Established new links with the
science/research base 15 8 5 3 1
Established new links with Support
Providers 13 11 6
Established new links with NHS 9 3 1
Innovation benefits:
Improved your existing products 17 6 5
Developed new products 13 10 5 1
Undertaken new innovation or R&D projects 14 8 4
Developed new processes 9 11 4
Improved your existing processes 11 6 4
Undertaken collaborative projects 7 4 2 1
Secured new licensing deals 3 1 3

Investment benefits:

SQW s
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Very Neither / Not
Benefits important  Important Nor important Don't know
Secured financing, such as loan finance 6 2
Secured financing, such as equity
investment 3 1 1
Start-up benefits:
Formed a start-up company 5 2 1
Formed a spin-out company 2 1
Other 1 1

Source: SQW/IBP (Neither/ndomeither important or not important)

In terms of additional investment in innovation or R&s a result of the project, only 11
businesses quantified this. In total, this amounted to just over £349k, or c. £32k per business.

For those businesses reporting additional finance secured as a result of the project, the results
show the following:

1 loan finance- three business quantified the additional loan finance received. This
totalled £395k or an average of £132k

1 equity financei five businesses secured equity finance; howererbusinesses
guantified the amount received.

Level of exporting actity amongst beneficiaries is low as yet. This is not surprising
considering the majority of business are-preenue (seEigure5-1)

Figure 5-1: Turnover derived from exports

60%

50% 49.0%
40%

30%

[ o
20% 18.3% 18.3%

% of respondents

10%

0%

% of business turnover derived from exports to countries outwith the UK in 2010/11

Source:SQW/IBP
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Impacts

5.12 We have estimated the net impact of the WHI project on the Scottish economy over the
period 2008/09 to 2014/15, in terms of:

1 net employment impacts
1 net Gross Value Added (GVA) impacts.

5.13 It should be recognised that estimates of impactreeessarily very uncertain for this
intervention, as so much of the impact will be in the future, especially given that many of the
beneficiaries are currently at the pexenue stage (51 of our 104 respondents). Some of these
prer evenue 0 r @ponsesstadurn questi®n® onrfuture turnover and impact looked
particularly optimistic to us; for example, three pegenue respondents estimated turnovers
of £8 million or more for 20145 . However, assessing the real.
projedions is not possible within the scope of this evaluation; so, given these uncertainties,
we have used uppeand lowerbound estimates, along with a central case, as described
below.

5.14 In order to calculate the employment and GVA effects, we have devetopextlel (made
available separately to SE), in which we have:

1 included the impaetelevant responses from the 104 beneficiaries interviewed

1 profiled the employment effect attributed to WHI in each year 2008/09 to 2014/15,
per respondent

1 profiled the turnoer effect attributed to WHI in each year 2008/09 to 2014/15, per
respondent

1 calculated the total uppé&ound, lowetbound and central case employment and

turnover effects of WHI, totalled across all respondents

a for the uppetbound estimates we have usetl rekponses apart from the
future projections of one outlier revengenerating respondent and those
prerevenue companies predicting turnovers of more than £3 nifllion
2014/15; for the lower bound estimates we have excludegdrtjectionsof
all thoserespondents not yet generating revenue, as well as the outlier
revenuegenerating respondent (note that those not yet generatiyg
revenue accounted for 88% of future total turnover impacts projected for
2014/15)

u and also adjusting for optimism bias tine futurelooking projections, for
both the upperand lowerbound estimates

a the central case projections have been calculated as the mean of the lower
bound and upper bound estimates

33We note that, UKnide, about 3% of new stamps achieve £1 million turnover within three years
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1 scaled up the employment and turnover impacts (from our sample ofdl@fect
the full population of 220 beneficiariedess our estimate of the beneficiaries no
longer trading/pursuing their business idea {2&)grossing factor of 1.9

1 estimated the GVA impacts by assuming a GVA/turnover ¥atfc0.68

1 applied an assned leakage of 14% (from the mean survey response for proportion of
employees based outwith Scotland), displacement of 12% (from the mean survey
response for proportion of competition in Scotland), mpleyment multiplier of 1.7
and GVA multiplier®® of 1.6 to calculate net employment and GVA impacts for
Scotland®.

For the respondents that quantified their expected turnover growth to 2014/15 and the impact
of WHI in achieving that turnover growth, the average deadweight was 88%.

The key assumptiongseasummarised iable5-3 andTable5-4 below.

Table 5-3: Key model assumptions
Key assumptions
Gross impact factors

Total survey respondents 104
Total beneficiary population 220
Estimated number of beneficiaries no longer pursuing business idea/trading 25
Estimated number of beneficiaries still pursuing business idea/trading 195
Scaling up factor from survey to population 1.9
Additionality factors

Average ‘'leakage' found from survey 14%
Average displacement found from survey 12%
Assumed employment multiplier 1.7
Assumed GVA multiplier 1.6

Financial assumptions
Assumed GVA/turnover ratio 0.68
Discount rate 3.5%

Source: SQW impact model

Table 5-4: Optimism bias assumptions

2008/ 2009/ 2010/ 2011/ 2012/ 2013/ 2014/
09 10 11 12 13 14 15

Optimism bias adjustment for future impacts 0% 0% 0% 30% 40% 50% 60%

Source: SQW impact modein line with optimism bias previously assumed on innovaiteted interventions

34Too few respondents were able to put numbeb®th turnover and the cost of bougihtgoods and services for

a surveygenerated finding to be robust. We therefore calculated this assumption from the average GVA/turnover
ratios from Scottish Annual Business Statistics for 20080ftber professionatcientific and technical activities
(division 74) and Human health activitiegiyision 86). This assumption is broadly in line with the average of the

19 respondents for which GVA/turnover ratios could be calculated (0.76).

% These were generated fronetlverage Type Iemployment an@VA multipliers from 2007 Scottish input

output tables for medat & precision instrumentsandhealth & veterinary services

38 Note thatdeadweightis already accounted for in the analysis, as the questions asked foratiém on the
incrementadifferenceWHI| had made to employment/turnov8ubstitution was not considered to be relevant for
this intervention.
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As shown inTable 5-5 and Figure 5-2, we estimate that the net employment impacts for
Scotland have been approximately 7.7 Fiddate (2010/11), and that they will range from
about 10 FTEs in the lowdround case, to about 37 FTEs in the ugpmind case over the

next few years. This relatively modest employment impact largely reflects the nascent and
very small nature of the rjmity of beneficiaries, who are as yet pevenue.

Table 5-5: Net employment impacts
2008/ 2009/ 2010/ 2011/ 2012/ 2013/ 2014/

09 10 11 12 13 14 15
Net additional employment impacts - lower
bound 0.0 1.0 7.7 10.1 9.7 9.0 7.9
Net additional employment impacts i 0.0 1.0 7.7 16.5 20.7 22.7 22.5
central case
Net additional employment impacts - upper
bound 0.0 1.0 7.7 23.0 31.6 36.3 37.0

Source: SQW impact model

Figure 5-2: Net employment impacts
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Theannualnet GVA impact is estimated to have been approximately £0.3 million to date (in
2010/11), and is projected to rise to approximately £1.0 million p.a. in the-tmuerd case,

but up to £5.4 million in the uppdround case, as shown Trable 5-6 and Figure 5-3. The
cumulativenet GVA impact is shown iable5-7.

Table 5-6: Annual net GVA impacts

2008/ 2009/ 2010/ 2011/ 2012/ 2013/ 2014/

09 10 11 12 13 14 15
Net additional GVA impacts - lower bound (£k) 77 111 310 916 884 962 549
Net additional GVA impacts i central case 7 111 310 983 1,437 1,847 2,955
(EK)
Net additional GVA impacts- upper bound (£k) 77 111 310 1,051 1,990 2,733 5,362

Source: SQW impact model
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Table 5-7: Cumulative net GVA impacts

2008/ 2009/ 2010/ 2011/ 2012/ 2013/ 2014/

09 10 11 12 13 14 15
Cumulative net GVA impact of WHI - lower 77 188 498 1,414 2,297 3,259 3,808
bound (£k)
Cumulative net GVA impact of WHI - 77 188 498 1,481 2,918 4,766 7,721
central case (£k)
Cumulative net GVA impact of WHI - upper 77 188 498 1,549 3,539 6,272 11,634
bound (£k)
Source: SQW impact model
Figure 5-3: Annual net GVA impacts
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Wider project benefits

The study brief required us to consider potential environmental benefits of the project;
however, as might be expected given the nature of the intervention, we found little evidence
for the project having had a substantive effect in this area: only igmdsnts stating that
usingthe projecterviceshas contributed tenvirormental impacts. For these respondents the
following comments were made:
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Lack of positive environmental impact should not be taken to be a criticism however: this was
not the point of the project.

On the more relevant issue oktbroject trying to develop a critical mass of Scottish SMEs
supplying the global wellness and health market, there was a mixture of views amongst
consultees. For the majority of consultees, the project has done well in generating a pipeline

of SMEs, but lhere is some concern over the nature of businesses, as many do not appear to

be sustainable or promising in the long run in terms of generating the most impact
(employment, turnover and GVA) for the Scottish economy. Indeed, few of the businesses on
theppj ect are on the O0radar 6 of senior repres:
success or otherwise of the project is underpinned by the quality of SMEs engaged with the
project. At a time of competingeredowhced, at |
more visible to decision makers. Our overall perception is that Scotland is still some way

away from reaching critical mass of quality companies operating in this area.

Value for money

In this subsection we consider the value for mgrod the WHI project, in terms of its:

1 economy

1 efficiency

1 effectiveness
costeffectiveness.

The relationship between these parameters is illustrated in the chart below.

Figure 5-4: Relationship between value for money indicators

Context: Other
External Influences

RESOURCES
(£)

Economy

Efficiency

ost Effectivenes
Value for money

Source: HM Treasury et al: Choosing the right FABRI& Framework for Performance Information
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Economy

Economy concerns the unit costs of delivery: i.e. the costs per activity undertaken by the
project.

Two key metrics are of partitar relevance, for this intervention:
1 the average cost per beneficiary

1 the average day rate cost of support provided to beneficiaries.

Average cost per beneficiary

Taking the total project cost to date of £1.28 million, and subtracting £0.10 milliaos$ts
associated with travel & subsistence, trade shows, seminars, the Strategic Advisory Group
and stadup, leaves approximately £1.18 million in costs associated with promoting and
delivering support to beneficiaries.

Dividing this cost by the 20®eneficiaries to end March 2011, gives an average cost per
beneficiary of £5,646. This is a reasonable overall level of spend per beneficiary for an
intervention of this typd and lower, for example, than the average cost per net business

assistof £9,706 ound i n the PwC ass®ssment of Engl and

Average day rate cost of support provided to beneficiaries

The beneficiary database shows a tot al of
support from WHI to the end of March 2011.

Dividing the £1.18 million cost calculated above by the total days of support, suggests an
average rate of approximately £2,400 excluding VAT, per day of support delivevhith
appears to be high, by consultancy industry standards. We note, however, that this is
samewhat ovesstated by including staff costs associated with activities not directly related to
beneficiary suppoit (as described in paragragh2]). Also, there may be some under
reporting of total days of support delivered (forexample a beneficiary receiving six hours

of support would be counted as one {thif support). Adjusting for this potential under
reporting would bring this unit cost down to perhaps £2,000 per day of support delivered
though this remains high by insly standards.

Efficiency

Efficiency relates to the ratio of outputs to inputs. In the case of this intervention, the most
meaningful indicator is the average cost per net job created.

The total cost of the project is assumed to be the budgeted £1.Ei26 (eixcluding VAT).
For the net jobs created, much of the impact is projected to be in the future, and it is therefore

%7 PricewaterhouseCoopers, Impact of RDA Spendifgtional Report Volume 1 Main Report, for (then)
BERR, 2M9. Seehttp://www.bis.gov.uk/files/file50735.pdf

%8 We do not have information on the proportion of the staff costs associated with this, and so are not able to
exclude this from the calculation.
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more reasonable to consider the impacts over the period to the end of 2014/15, rather than just
to the end of the project.

5.32 This givesan average cost per net job ranging from £41k (for the upper bound estimates) to
£150k (for the lower bound estimates), with a central case of £67k.

5.33 These unit costs appear to be relatively high, compared with benchmarks from the PwC
assessment of Engldrdo s RDAs , which found an average ¢
individual enterprise support interventions (based on 28 evaluation reports) and £12.1k for
sector/cluster support interventions (based on 24 evaluation reports).

53 However, SEO6s @mwintervéntonscim @labally Competitive Sectors and
Enabling Technologies show a range from £87k to £167k per job, by yeavhbch are
broadly in line with the range indicated for WHI above.

Effectiveness

5.35 Effectiveness considers the ratio of achievedtputs/outcomes/impacts to the target
outputs/outcomes/impacts.

536 The table below compares the projectds achie
of the project (taken to be the end of 2011/12) versus the intended outputs, outcomes and
impacts.

Table 5Error! Reference source not found.Error! Reference source not found.-8: Comparison of
achieved and target outputs/outcomes/impacts

Outputs/ outcomes/ impacts Target Achieved to date  Projected to end

2011/12

Outputs Number of enterprises supported 105 220 240
Number of partners engaged 30 35 35

Number of events 18 41 42

Number of research networks & 15 27 32

collaborations supported

Outcomes  Number of net new jobs created 96 7.7 10.1to 23
Increase in net additional turnover by £5 million £0.6 million £1.7 million
supported enterprises

PP P to £1.9 million
(cumulative to end of 3 year project)
Number of new products/ processes 25 58 58
Increase in net research or innovation £1 million £0.7 million £0.7 million
expenditure of supported companies

Impacts Net additional GVA contribution in £10 million £0.5 million £1.4 million
GVA terms to the Scottish economy -

to £1.5 million

(cumulative to end of 3 year project)

Sources: ICS; SQW estimates

5.37 In summary, the WHI project has clearly exceeded its taoggputsi for example,
supporting more than double the original target for the number of enterprises supported.
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In terms of theoutcomesand impact however, our assessment is that these halenfal
somewhat short of the original expectations. Even under our -bpped estimate, the
number of net new jobs created by the end of the project (which we take to be the end of
2011/12 for the purpose of this evaluation) is about 23 jobs (24% of taagelt)the net
additional GVA impact is about £1.5 million (15% of target). Under the pessimistic-lower
bound projections, these reduce respectively to 10 jobs (10% of target) and £1.4 million in net
GVA (14% of target).

We would suggest, however, that tygpraisal period originally set for these targets (i.e. three
years, corresponding to the lifetime of the project) is too short for an intervention of this
naturei bearing in mind the time lags involved in companies realising the full financial
benefits 6 the support received. It would have been more meaningful to set these targets over
a longer time period for example out to 2014/5, by which time our central case projection
estimates a cumulative net GVA impact of £7.7 million (Present Value of £Bi@ni

Cost-effectiveness

Costeffectiveness considers the overall value for money of the project, in terms of the extent
to which the net impacts exceed the net costs.

As discussed above, we have a particularly wide range of net impact estimathis for t
intervention, given that so many of the beneficiaries are currentlsepemue, and given the
levels of uncertainty on their future turnover and impact projections. The Present Value of the
net GVA impact to date is estimated to be approximately flon, but extending the
analysis out to 2014/15, the Present Value of the net GVA impacts ranges from £3.3 million
to £9.8 million, as shown in the table below.

Table 5-9: Present Value of net GVA impacts i to end 2010/11, and to end 2014/15

Lower bound Central case Upper bound
Present Value of net GVA impacts to end 2010/11 474 474 474
(EK)
Present Value of net GVA impacts to end 2014/15 3,326 6,572 9,819
(EK)

Source: SQW impact model

The costs byinancial year are shown in the table below.

Table 5-10: Project expenditure, by financial year

2008/ 2009/ 2010/ 2011/ 2012/ 2013/ 2014/
09 10 11 12 13 14 15

Total project expenditure by financial year excl 249 486 510 272 0 0 0
VAT (£k)

Source: SQW estimates, from ICS actuals and budget per pyej@c{12 months starting October)

Discounting the net GVA impacts and costs at 3.5%, as per HM Treasury Green Book, we
estimate the following key value for monetios:

1 For the period to the end of 2010/11 (i.e. considering impacts and costs to date):

a An Economic Impact Ratio of 0.90.
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1 Through to the end of the modelling period (i.e. including future impacts and costs in
2011/12 and the following three years) td 20.5:

u An Economic Impact Ratio of2.3to 6.8.

5.44 The Economic Impact Rasaelating to thecumulativediscounted net GVA impacts and
costs (to date and future) asleown inTable5-11.

Table 5-11: Economic Impact Ratios of cumulative discounted net GVA impacts and costs
2008/ 2009/ 2010/ 2011/ 2012/ 2013/ 2014/

09 10 11 12 13 14 15
Economic Impact Ratio of WHI - lower bound
(Ek) 0.31 0.26 0.40 0.90 1.44 2.00 2.31
Economic Impact Ratio of WHI - central
case (£k) 0.31 0.26 0.40 0.95 1.82 2.90 4.57
Economic Impact Ratio of WHI - upper bound
(EK) 0.31 0.26 0.40 0.99 2.19 3.79 6.82

Source: SQW impact model

545 I n other words, we est i ouweighedtithreet GVA imgactfor oj ect
Scotland to date, but there should be a positive return if the benefits over the next four years
materialise as projected above.

5.46 Under the lowebound impact estimates, the projected Economic Impact Ratio of 2.3
representselatively poor value for money compared to benchmarks for achieved and future
potential net GVA impact to cost ratios; for example, the PwC impact assessment of the
English RDAs found ratios of 14.1 for individual enterprise support, and 8.7 for skidtavc
support. However, SE6s own benchmarks for i
and Enabling Technologies show a range of Economic Impact Ratios from 3.6t@btén
years, or 0.8 to 2.0 over five yedrswvhich are broadly in line withhe lowerbound ratio
calculated here over seven years for WHI.

5.47 However, under the uppéound impact estimates, the WHI project will clearly have
represented very good value for money.

5.48 In short, the value for money of this intervention remains very uncertain. If the supported pre
revenue ventures predominantly remain small over the next couple of years, then it is likely to
deliver a return only modestly in excess of the initial investmeowever, if a few of the
intensivelysupported companies do indeed achieve the ambitious growth targets found by the
surveyit hanks t o WHHem tshuipgp owitl | pay back SEG6s i
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6:Conclusions and recommenda

Conclusions

Rationale and objectives

Our evaluation considers that thbjectivesset for the WHI project in terms of its intended
outputs, outcomes and impactswere appropriately SMART (i.e. specific, measurable,
achievable, relevant and tir®und).

However, in our viewthe originalrationale for intervention, as set out in the SE Approval
Paper, was somewhat unconvincingssentially pointing out a large global opportunity, and
asserting the presence of market failures, without explaining why this particular sector
justified specialist SE gyport in addition to the other business support mechanisms (including
Account Management). We do not dispute that there is an opportunity, and that market
failures exist in thi§ as in every other sector. The key question should have been why the
marketfailures in this particular area justified seesmecific support.

OWell ness and healtho i &forexappercompanies suppodrtgd wi d e
range from a skincare product company to a wheelchair manufacturer to an occupational
health service provideri and t hi s i s not a O6naturald coh

commonality of interests and issues. Although, on the face of it, the project fits with SE
strategy, this ambiguity in theector definition has contributed to a perceived ladkfacus,

and the 6straddlingd of SE6s Life Sciences a
strong senior management engagement within SE. It is perceived to be a relatively low
priority, at present, which does not perhaps do justice to thertopjites emerging in this

arena.

Inputs, activities and outputs

Notwithstanding the issues regarding original rationale and focus, the project has been
managed wellby ICS, the delivery agent. The budget of £1.526m has been controlled and

phased approptiely, with clear monitoring and reporting arrangements, and the team has

succeeded in reaching out to many more enterprises than had originally been envisaged.

The quality of ICS team is highly regarded by consultees,iangbst importantly by the
beneficaries, who argositive about the service 71 out of 104 respondents said they were
Afsatisfiedod or fAvery satisfiedo overall with
5% to 9% saying fAdissatisfi edopectsiofthdseevicey di s s
delivery.

The project hasomfortably exceeded each of its targeted gross output measuiieand by

the end of the project, is expected to have: supported 240 enterprises (versus target 105),
supported 32 research networks and collaimrga (versus target 15), engaged 35 partners
(versus target of 30), and undertaken 42 events (versus target 18).
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In terms ofgovernance a Strategic Advisory Group was established, but the project has not
been able to recruit a volunteer to chair thisugraand there has been some suggestion of a
|l ack of rigour and structure in the SAGOsS st

Outcomes and impacts

In terms of theoutcomesof the intervention, surveyed beneficiaries were positive. For
example:

1 57 of our 104 respalents saidhat the WHI servicéhas helped to improve their
mar ket awareness (with 50 of these saying
in terms of its actual or potential future impact).

1 43 of the 104 said that WHI had helped to establish to establish niesvwliith
companies (30 of these saying this was Afi

1 29 out of 104 said WHI had resulted in them developing new products (23 of these
saying this was Ai mportanto or fAvery i mpo

Regardingimpact, it should be recognised ah estimates of impact are necessarily very
uncertain for this intervention, as so much of the impact will be in the future, especially given

that many of the beneficiaries are currently at therpvenue stage (51 of our 104
respondents). Some of thesepevenue organisationsd response
turnover and impact looked particularly optimistic to us; for example, threeepeaue

respondents estimated turnovers of £8 million or more for 2014/5. However, assessing the
realism of indv i d u al respondentsdéd projections i s n o
evaluation; so, given these uncertainties, we have used- uklowerbound estimates for

impact, as follows:

1 We estimate that the nemploymentimpacts for Scotland have beerpapximately
7.7 FTEs to date (2010/11), and that they will range from about 10 FTEs in the lower
bound case, to about 37 FTEs in the uggmind case over the next few yeansith
a central case of about 22 FTEs.

1 The cumulative net GVA impact is estimatedo have been approximately £0.5
million to date (to end 2010/11), and is projected to rise to between £3.8 million in
the lowerbound case and £11.6 million in the uppeund casé with a central case
of £7.7 million.

Value for money

In terms of economy the unit costs per beneficiary are reasonable at £5.6k. However,
dividing the relevant costs by the recorded number of days of support, gives £2,400 excl.
VAT per day of support delivereddjusting for some potential undezcording of support
delivered(e.g. six hours of support to a beneficiary only being counted as ondalyatif
support) may bring this unit cost downgerhaps £2,000 per day; howevenis is stillhigh

by consultancy industry standards.
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6.11 Regardingefficiency, the average cost peet job is approximately £67k (for the central
case), which is broadly in Iine with SE6s ow
those from the PwC assessment of Englanddés R
of £8.3k for individual entg@rise support interventions and £12.1k for sector/cluster support
interventions.

6.12 Regardingeffectivenessthe WHI project has clearly exceeded its target outputs. However, in
terms of theoutcomesandimpact our assessment is that these have fallen wbateshort of
the original expectations. Even under our ugpauind estimate, the number of net new jobs
created by the end of the project (which we take to be the end of 2011/12 for the purpose of
this evaluation) is about 23 jobs (24% of target); anch#teadditional GVA impact is about
£1.5 million (15% of target). Under the pessimistic loWweund projections, these reduce
respectively to 10 jobs (10% of target) and £1.4 million in net GVA (14% of target).

6.13 Regardingcosteffectivenesg(i.e. the extat to which the net benefits exceed the net costs),
we have a particularly wide range of estimates for this intervention, given that so many of the
beneficiaries are currently prevenue, and given the levels of uncertainty on their future
turnover and irpact projections. The Economic Impact Ratio (i.e. the Present Value of the net
GVA impacts divided by the Present Value of the costs) is approximately 0.4 to date, but
extending the analysis out to 2014/15, the EIR is projected to be 4.6 (ranging fromitiz3
lower bound to 6.8 in the upper bound).

6.14 In short, the value for money of this intervention remains very uncertain. If the supported pre
revenue ventures predominantly remain small over the next couple of years, then it is likely to
deliver a returronly modestly in excess of the initial investment; however, if a few of the
intensivelysupported companies do indeed achieve the ambitious growth targets found by the
surveyit hanks t o WHHermrs tshuipgp owitl | pay bacéar SEG6s i

Project learning

6.15 Considering our research, we would highlight the following key transferable learning points
from the project:

1 Sectorspecific interventions should have a mutdbarer definition of the sector
from the outset (i.e. approval stage)

1 Interventions need anuch more robust rationale than that articulated for this
projecti the existence of opportunity and of market failures regeessarnbut not
sufficientconditions, especially in justifying a secspecific intervention.

1 Contracting out service delivery to a third party can provide a high level of
service and management and can feel more responsive and less bureaucratic to clients
(as in the case of the WHI project), though it does raise issues relating to the
development of industrignowledge and relationships within SE and SDI.

SQW s



Evaluation of the Wellness and Health Innovation Project
Report to Scottish Enterprise

Recommendations

6.16 We offer the following recommendations to SE:

T

Recommendation 1 Undertake a review of the opportunities and issues associated

with the assisted livingmarket, and identify and appraise opsofor continued or

new intervention focused on that ssét of the wellness and health sector (including

the 6do nothingd option). With Od6austerit)
health service to reduce costs associated with care, and thet afvargescale

initiatives such as DALLAS, we view this as an area of the W&H sector which has

both a clearlydefined focus and very promising future potential.

Recommendation 2 In the light of that review, decide whether any interventions in
the asisted living arena are best delivered through a continuation of the WHI project,
post September 2011, or through a new approach.

Recommendation 3 Identify the most promising client prospects emerging from the
WHI o6growth pi pel i ndh@mthraudh naiostréain SRiseppdrto s u p
mechanisms.

Recommendation 4 Seek to disseminate the sector/company knowledge gained
through the WHI project more widely through SE and SDI, to ensure that this
knowl edge is not 6l ost 6 indg for$he prajestcposdti e s n o
September 2011.
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Stakeholder consultees

Name

Position

Organisation

lan Anderson
Steven Dodsworth
Janette Hughes
Ross McLennan
Alan James Muir
Derek Dougall

Moira Mackenzie

Michael Kornacki

David Cross

Ulrike Knies-Bamforth

Bill Templeman

Principal Consultant

Head of Life Sciences

WHI Project Manager

WHI Innovation Advisor

WHI Innovation Advisor
International Senior Executive

Telecare Development Manager,
Joint Improvement Team

SE Project Manager for Wellness
and Health Innovation

Former SE Project Manager for
Wellness and Health Innovation

Senior Executive - Life Sciences
Team

Technology Project Manager -
Enabling Technologies Team

Atos Origin

Highlands & Islands Enterprise
Innovation Centres Scotland
Innovation Centres Scotland
Innovation Centres Scotland
Scottish Development International

Scottish Government

Scottish Enterprise

Scottish Enterprise

Scottish Enterprise

Scottish Enterprise

Source: SQW

SQW
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Annex B: Post survey report

B.2

B.3

The initial population of supported businesses comprised of 182 organisations. However 11 of
these were found to be duplicates, no longer trading etc. After initial contact was made with
the remaining 171 organisations, rfrdhese it was found that for six businesses the contact
was ho longer working there and a further 26 had had no contact with WHI or reported that
the survey was not applicable to them. Also there was no response (phone ringing out,
deadline, wrong numbefom 35 businesses.

In total, the study team completed 104 interviews with businesses. Overall these interviews
provided a response rate of 61%ig gives a confidence interval of-#.0% for a 50%
response, +/5.2% for a 25% / 75% response aneB#®o for a 10% / 90% response (based

on a 95% confidence level\ll non-respondents were chased up by the IBP interview team a
minimum of four times. The approach was to attempt to contact all 171 businesses to
maximise the response rate. IBP completechsdirviews between June and July 2011.

The results from the business survey are presented below.

Profile of companies that completed interviews

Sector Respondents
Digital Markets and Enabling technologies 40
Life Sciences 30
Don't know 23
Food and Drink 4
Textiles 3
Construction 1
Energy 1
Financial Services 1
Tourism 1
Total 104

Source: SQW desk research

Company profile

What is your main business activity in Scotland?

Main business activity in Scotland

Addiction / AIDS product

Adult stem-cell extraction and storage

Advice on holistic solutions

Alarms for elderly people

SQW o1
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Main business activity in Scotland

Alternative eye dropper

Analysing medical data

Astronomy technology. Optical instrumentation

Building home gyms

Chip design

Collaboration with another company. Digital media motion based game

Computer centres for data analysis, to gym equipment

Computer visualisation and health care

Contact lens eye care

Cushioned products for cancer sufferers

Dementia software

Depression care

Design and innovation of textiles using recyclable materials (Glass, cardboard, paper, etc.)

Design and manufacture of wing-boards

Design and production of furniture

Design for public sector

Design/marketing. Balanced meals. Providing food to various food companies. Used to be online. More physical now

Designing and developing ways to manage energy in buildings

Develop sports concepts and also textile products

Developing an assisted living device

Developing and manufacturing carbon dioxide centres

Developing first of a range of cooker safety products

Developing software and assisted technology for elderly, frail and vulnerable people

Development of a new fitness product for home use. Also train and certify fitness instructors on the products use
within a gym

Digital Media

Distribution of medical devices

Ear technology product

Education

Electronic manufacturing

Emotional information from various sources, e.g. market research, blogs etc

Exercise equipment

Facility for social and sporting organising
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Main business activity in Scotland

Foot exercise device

Health sandals

Healthcare

Healthcare through mobile

High level disinfection for eradication of viruses and bacteria in any enclosed area

Hydration product for people who are physically unable to do this for themselves

Inventing new technology ideas for different communities, basically for the elderly

Inventor of ergonomic laptop table

Life science consultancy

Life Sciences

Make activity monitors

Manufacture and sale of infant health development products

Manufacture orthopaedic products

Manufacture reduced sodium sea salts

Manufacturing self-service kiosks

Marketing a device to provide stool samples

Mechanical / Electrical Engineering

Medical research and development

Medication device

Mobile app for dependent people

Mobile phone technology

Not yet set up

Occupational Health

Occupational health. Local, UK, international

Online CPD

Online habit changing model

Organising training courses

Outdoor physical act

Patented inventions

Phone application that measures dietary intake and feed results back to dietician

Product development. Medical - playground equipment, telecoms and consumer products

Product Innovation Design
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Main business activity in Scotland

Provide training and education for fitness and health professionals

Range of skincare

Research on diets

Residential Child Care

Sell on wireless system reporting back readings and instructing on health, lifestyle etc

Selling devices and consumables for drug testing

Simulation software

Site for photo care products for dementia

Ski instructions

Skincare company

Skincare range

Small electronic medical products

Social enterprise

Software

Software Design Company

Software development

Software development and multimedia communications

Software development and sales

Software Health Care

Specialised intensive care rooms

Sports products

Start-up infertility products

Stress Management / Training and Consultancy

Supply equipment for disabled, mainly visibility and dyslexia

Supply software and services

Sustaining elderly

Technology products

Testing Omega 3 fatty acids in blood

Training consultants for medical device industry. Looking at MRSA

Travel Pillows

Treatment for snoring

Unigue heating tech included in a wide range of products. Gloves/insole/jackets

SQW
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Main business activity in Scotland

Use of light to improve people's performance

Wheelchair manufacturers

Written software for businesses to collaborate

Source: SQW/IBP

What is your main role at this business?

Main role at this business

All aspects - managing director

Business and Technical Director. Analysis of results

Business development

Business development manager

Business Director

CE

CEO

Chief Analyst

Chief Executive

Chief technology officer and director

Clinical Director

Co-director

Co-inventor

Commercial Director

Commercial Officer

Consultant and trainer

Creative insight to digital companies

Deputy development manager

Design Engineer

Designed the equipment and group exercise program. Seek opportunities and trials for the equipment

Designer

Designer and business development

Director

Director / Joint MD

Director, marketing co-ordinator, design and manufacturing co-ordinator

Financial controller

Founder
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Main role at this business

General Manager

Head of Scotland

Inventor

Inventor and manufacturing Director

Inventor and Patent Holder

Lead for health & social care

Managing direct. Running everything

Managing Director

Managing Director - strategy of DZD management

Marketing officer

MD

Operations director

Owner

Partner

Product development

Project Lead

Research for Edinburgh University

Sales & Technical Director

Sales and marketing manager

Sole trader

Technical Design & Development Director

Technical Director

Source: SQW/IBP

SQW
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Figure B-1: In what year did this business first start generating revenues?
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Source: SQW/IBP

Figure B-2: In which financial year did your business first start using WHI services?
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Source: SQW/IBP
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What were the main problems, issues or opportunities you were looking to get help with, from WHI?

Main problems, issues or opportunities

Business models (20 responses)

Assistance starting up (but we were refused)

Business models, advice, investors

Business start-up support and finance streams, partnerships / networking, advice

Business Structure

Collaborations

Designers

Help in developing business model for sales and distribution

Innovation in CPD

IT system. Relationship management

Links with other companies

Network with SME

Networking

Networking information on markets

Networks contacts

Networks, partners, validating markets

Project partner

Routes to markets. Collaboration with universities

To find opportunities to work with other companies in that field

To gain contacts into large organisations such as NHS and BT

We were looking for advice on possible companies to work with, and also for networking opportunities

Finance (5 responses)

Funding

Funding market/product readiness. Access to market

Funding, business SOP, contacts

Funding. Clear marketing focus. Links to manufacture

Resources to expand

General (6 responses)

Advice / networking

General advice for community

Logistical support

Opportunity to listen

Understand wellness and how it fits in with health

Identify the market for products, help with market penetration

Markets (33 responses)

Accessing new markets

Background and market information

Help introducing to market

Identifying the market for the equipment

Info on night workers and assess the market

Information on wellness sector. Information on funding

Introduction to key people in target sectors

Links to USA, collaboration
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Main problems, issues or opportunities

Market Analysis

Market information

Market intelligence

Market intelligence, finance, networking

Market research

Market research - paid a sales consultant

Market research and networking

Market research for new product launch

Market research profile contacts

Market research, data analysis

Market research, networking

Market research. Diabetes, pregnancy, people

Marketing

Marketing and focus (Product steering)

Needed better understanding of health marketplace, more focused approach to market and opportunity to access
relevant networks

Open gateways to European market

Opportunities for assisted living, things for chips. Market research

Research

Research for care market. Introductions to Local Authorities

Research, statistics, growth figures

Routes to market

Statistical info

Support identifying the commercial challenges. Market analysis

Therapeutic and medical opportunity for product. Help with understanding

We needed to get advice on market research

Sales (1response)

Sales from astronomy i biomedical

Technology (14 responses)

Advice on system, using market intelligence

Applying theories to practical issues

Best way to facilitate market research and help with technology

Ideas to place new textiles within a wellness environment

Intellectual property

IP, manufacturers contacts, evaluating products

Looking for help with design of some new products

New technology for preventative healthcare

Product development process. Market information

Protecting intellectual property

Prototype mobile app i walking

Support and guidance for a new product

Technical systems

To explore new textiles innovation, i.e. smart and technical textiles

Source: SQW/IBP

SQW
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Figure B-3: How did you first hear about the WHI project?
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Source: SQW/IBP

Referral from a public sector organisation i detail

Specify public sector organisation

No. of respondents

Scottish Enterprise 21
Don't know 7
Business Gateway 6
Abertay University 1
Cultural Enterprise Officer 1
Glasgow University 1
Go Group 1
ICAS 1
Innovation Scotland 1
Interface 1
Long-time conditions alliance 1
Not specified 1
SE/SDI 1
SHI 1
St Andrews 1
Stirling University 1
True Innovation 1
Worked for ICS 1
SQW
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Specify public sector organisation No. of respondents

Total 49

Source: SQW/IBP

Can | confirm the WHI services you have used from the time you first started using their services?

Services No. of respondents
Market research 59
Large market sharing events 29
Workshops 27
Advice on routes to market 27
Facilitating collaborations i SME, University or Corporate 27
Innovation/ Product assistance 26
Signposting to intermediaries 24
Assistance with highlighting gaps in the market 23
Sales and marketing guidance 22
Intellectual Property Audit 21
Brokerage events with key stakeholders/ partners 19
Market positioning advice 16
Business model/ structure advice 14
Focus groups 12
Technology/ Application audit 9
Assistance with Regulations 7
Service toolkits 5
Other 5
Innovation toolkits 5

Source: SQW/IBP
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Figure B-4: Roughly, how many hours support do you estimate having received from the WHI project in
total?
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Roughly, how many hours support do you estimate having received from the WHI project, in total?
(median)

Estimated hours of support

Median estimated hours of support = 13.5 hours

Source: SQW/IBP
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Other public sector support

Figure B-5: What other forms of support, including FINANCIAL support, have you received from public
sector organisations in the past three years?
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Figure B-6: Have you received Scottish Enterprise Account Management Support in the past three

years?
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Figure B-8: How would you rate your overall satisfaction with the WHI project?
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Benefits of using WHI

Which, if any, of the following benefits have you experienced as a result of using the WHI services?

No. of respondents

Improved your knowledge and understanding of the wellness and health sector 62
Improved your market awareness 57
Established new links with companies 43
Developed links with other networks or collaborations 41
Improved your technical awareness 33
Established new links with the science/research base 32
Established new links with Support Providers 30
Developed new products 29
Improved your existing products 28
Undertaken new innovation or R&D projects 26
Developed new processes 24
Improved your existing processes 21
None of the above 18
Established new links with NHS 13
Undertaken collaborative projects 14
Secured financing, such as loan finance 8
SQW B-15
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No. of respondents

Formed a start-up company 8
Secured new licensing deals 7
Secured financing, such as equity finance 5
Formed a spin-out company 3
Other 2

Source: SQW/IBP

Impact of WHI

For the benefits identified, can you say how important these have been in terms of their impact to date
or their future potential impact?

Very Neither /  Not
Important Important  Nor Important Don't know
Improved your market awareness 32 18 5 1 1
Improved your knowledge and
understanding of the wellness and health
sector 29 19 11 2 1
Established new links with companies 20 10 10 2 1
Developed links with other networks or
collaborations 19 11 9 1 1
Improved your existing products 17 6 5
Improved your technical awareness 17 12 4
Established new links with the
science/research base 15 8 5 3 1
Undertaken new innovation or R&D projects 14 8 4
Established new links with Support
Providers 13 11 6
Developed new products 13 10 5 1
Improved your existing processes 11 6 4
Established new links with NHS 9 3 1
Developed new processes 9 11 4
Undertaken collaborative projects 7 4 2 1
Secured financing, such as loan finance 6 2
Formed a start-up company 5 2 1
Secured new licensing deals 3 1 3
Secured financing, such as equity
investment 3 1 1
Other 1 1
Formed a spin-out company 2 1

Source: SQW/IBP (Neither/ndmeither important or not important)
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Roughly how much additional investment did you make in innovation or R&D, as a result of WHI?
(respondents who cited new innovation or R&D as a benefit)

Additional investment in innovation or R&D No. of respondents
Don't know 11
£0 4
£150 1
£5,000 2
£10,000 2
£9,000 1
£40,000 1
£50,000 1
£70,000 1
£150,000 1
More time 1
Total 26

Source: SQW/IBP

Roughly how much additional financing did the WHI support help you to secure? (loan finance)
(respondents who cited financing as a benefit)

No. of
Additional loan financing respondents
Don't know 5
£25,000 1
£70,000 1
£300,000 1
Total 8
Source: SQW/IBP
Roughly how much additional financing did the WHI support help you to secure? (equity finance)
(respondents who cited financing as a benefit)

No. of
Additional loan financing respondents
Don't know 5
Total 5

Source: SQW/IBP
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Market conditions

Figure B-9: Thinking about market conditions in your main area of business over the last 3 years, would
you say the market conditions have?
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Turnover to date

Figure B-10: What has been your business turnover in 2010/11?
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Figure B-11: What has been your business turnover in 2009/10
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Figure B-12: What has been your business turnover in 2008/09?
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What has been your business turnover?

2010/11
2009/10
2008/09

Mean value
£1,492,800

£1,111,950
£210,500

Median value

£200,000
£98,000
£22,000

Source: SQW/IBP

Thinking about turnover generated in each year, how much different do you think turnover would have
been without WHI?

Lower (i.e. Higher (i.e.

turnover would  turnover would

have been have been

worse without better without No Do n ¢ Not

WHI) WHI) difference know applicable Refused Total
2010/11 7 4 43 19 29 2 104
2009/10 5 3 43 18 33 2 104
2008/09 2 3 37 25 35 2 104

Source: SQW/IBP

Employment to date

Figure B-13: How many full-time equivalent staff were employed in this business in 2010/11?

45%

40%

35%

30%

25%

20%

15%

% of respondents

10%

39.4% 39.4%
8.7%
6.7%
19% 29% 1.0%
Dto4 51010 111020 20 to 100 over 100 Daon't Not

know/refused applicable

Number of full-time equivalent staff employed in 2010/11

Source: SQW/IBP base 104

SQW

B-20




Evaluation of the Wellness and Health Innovation Project
Report to Scottish Enterprise

Figure B-14: How many full-time equivalent staff were employed in this business in 2009/10?
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Figure B-15: How many full-time equivalent staff were employed in this business in 2008/09?
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How many full-time equivalent staff were employed in this business? (median)

2010/11
2009/10
2008/09

Mean Median value
37 2
35 2
14 1

Source: SQW/IBP

Thinking about the number of employees in the business in each year, how much different do you think
employment would have been without WHI?

Lower (i.e. Higher (i.e.

employment employment

would have would have

been lower been higher No Do n ¢ Not

without WHI) without WHI) difference  know applicable Refused Total
2008/09 1 1 46 21 32 2 104

Source: SQW/IBP

Exports

Figure B-16: Roughly what percentage of your turnover was derived from exports to countries outwith

the UK, last year (i.e. 2010/11)?
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Roughly what percentage of your turnover was derived from exports to countries outwith the UK, last
year (i.e. 2010/11)? (median)

% of turnover

Median percentage of turnover derived from exports = 0%

Source: SQW/IBP

Leakage

Figure B-17: Approximately what proportion of your employees in the last financial year (2010/11) are
based outside of Scotland?
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Displacement

Figure B-18: Thinking about competition in your main area of business, which of the following
statements best describe your business?

Source: SQW/IBP

Figure B-19: Thinking about competition in your main area of business, what percentage of your
competition are based in Scotland? (%)

Source: SQW/IBP base 104
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