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Abstract

The Local Economic Growth Initiative (LEGI) programme was announced in the 2005 budget speech by the Chancellor of the Exchequer as an instrumental vehicle in the UK Government’s efforts to address social and economic exclusion and create places to live and work where people have a better quality of life.  The programme aims to create opportunities for stimulating economic growth through enterprise development in deprived areas and thereby narrow the gap on key indicators such as new business starts and worklessness between those areas and the rest of the country.  LEGI is worth £300m over 3 years, starting at £50m in 2006/2007 and rising to £150m in 2008-09, not subject to confirmation in the 2007 comprehensive spending review.

The programme’s allocation of funding to local authorities was underpinned by a competitive bidding process which required local authorities to evidence the need and demand for LEGI investment in their area.  Aside from demonstrating how plans would focus on promoting enterprise in the most economically and socially deprived areas, bids also had to consider the monitoring and evaluation of proposed activities in terms of indicators, targets and outcomes.  CLES (2006) showed that the winning local authorities demonstrated the link between robust evidence, setting targets, project scoping and monitoring and evaluation and all the winning bids placed a strong emphasis on measuring impact and evaluating the effectiveness of LEGI interventions (Devins and Usher, 2006).  

This emphasis on evaluation is not only a consequence of the guidance issued by DCLG but has emerged over the last decade as regional and central government has become more conscious of evidencing the value derived from its expenditure.  Publicly funded business support interventions have also recently been scrutinised as stakeholders in and outside of government have questioned the return on investment from this expenditure (Lambrecht and Pirnay, 2005).

A brief review of the small business and entrepreneurship literature identifies a plethora of articles and publications related to understanding the outcomes and impact of publicly-funded interventions in supporting SME and enterprise development.  At a general level, the review identifies a focus on describing and unpacking the outcomes from a specific programme or initiative, in order to identify the implications for providers and funders in increasing uptake or achieving better value for money in the use of public funds.  At a more specific level, there are fewer accounts which focus on the principles, processes and practices related to evaluation, notable exceptions including OECD (1997), Curran (2000) and Storey (2000, 2004).  This lack of focus surrounding the process and practice of evaluation within small business and entrepreneurship is somewhat surprising given the established body of literature on evaluation within other disciplines such as development studies and sociology (Pennisi and Scandizzo, 2006).  Insights from such disciplines may be useful in complementing understanding within small business and entrepreneurship literature in terms of the development of baselines of enterprising activity, the challenges faced in developing an evaluation framework and encouraging the use of such frameworks by policy makers and providers.

It is these types of challenge that will be explored within this paper.  The paper reflects upon the experiences of the authors in the development of an evaluation framework for the LEGI programme in South Tyneside, in the context of some fairly challenging realities of defining causal or strong correlations between interventions and outcomes in complex social systems, and the challenges of disaggregating the multi-layered interactions, chance encounters and feedback loops which lead to individuals engaging in enterprise.  

The paper starts with a review of current thinking on evaluating enterprise interventions and identifies a number of key principles which influence the design and development of evaluation frameworks.  It uses these principles as a guide to reflect on and review the experiences of developing the evaluation framework for the South Tyneside LEGI programme.  In particular, it considers the development of an enterprise baseline and the challenges of measuring long term impact where there are tensions between the national guidance issued for the programme and the types of indicators needed to measure ‘true’ enterprising endeavours in economically and socially deprived communities.  
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INTRODUCTION

The productivity and competitiveness of local areas are seen as central to the UK government’s ambition to reduce the output gap between the UK and its leading global competitors.  However, there is evidence to suggest that deprived areas and neighbourhoods have not fostered an entrepreneurial culture.  These areas face a range of physical, economic and social barriers to the formation and long term sustainability of new businesses (CLES, 2006).  Barriers to enterprise include traditionally low business survival rates, poor access to mainstream business support and finance, high crime rates and lack of access to markets.

The Local Enterprise Growth Initiative (LEGI) established by HM Treasury, the Department for Communities and Local Government (DCLG), and the Department for Trade and Industry (DTI) in the United Kingdom is rooted in the notion that devolved decision-making has the greatest impact.  This differs from previous Government attempts to boost enterprise in deprived areas as it provides local institutions and communities with the authority and freedom to best determine local needs, options and targeted solutions for enterprise development in their area.  The LEGI programme was announced in the 2005 budget speech by the Chancellor of the Exchequer Gordon Brown as an instrumental vehicle in the UK Government’s efforts to address social and economic exclusion and create places to live and work where people have a better quality of life.  The programme aims to create opportunities for stimulating economic growth through enterprise development in deprived areas and thereby narrow the gap on key indicators such as new business starts and worklessness between those areas and the rest of the country.  LEGI is worth £300m over 3 years, starting at £50m in 2006/2007 and rising to £150m in 2008-09, not subject to confirmation in the 2007 comprehensive spending review.

The programme’s allocation of funding to local authorities was underpinned by a competitive bidding process which required local authorities to evidence the need and demand for LEGI investment in their area.  Aside from demonstrating how plans would focus on promoting enterprise in the most economically and socially deprived areas, bids also had to consider the monitoring and evaluation of proposed activities in terms of indicators, targets and outcomes.  An analysis of the ten winning bids by CLES (2006) showed that the winning local authorities understood the link between robust evidence, setting targets, project scoping and monitoring and evaluation.  The need for evaluation was emphasised in the national guidance issued by DCLG as the programme was anticipated to provide a ten year framework for long term investment in addressing economic and social development issues.  Hence all the winning bids placed a strong emphasis on measuring impact and evaluating the effectiveness of LEGI interventions.  This seemingly pervasive ‘evaluation culture’ is not only a consequence of the guidance issued by DCLG but has emerged over the last decade as the UK Government has become more conscious of evidencing the value derived from its expenditure.  Publicly funded business support interventions have also recently been scrutinised as stakeholders in and outside of government have questioned the return on investment from this expenditure, a point well illustrated by the quote below from Lambrecht and Pirnay (2005):

Intrinsic to the development and assessment of rationales for business support by public interventions is the importance of building an evaluation culture in order to effectively determine impacts and results.

This paper explores aspects related to the development of an evaluation framework for the LEGI programme in South Tyneside, in the context of some fairly challenging realities of defining causal or strong correlations between interventions and outcomes in complex social systems, and the challenges of disaggregating the multi-layered interactions, chance encounters and feedback loops which lead to individuals engaging in enterprise.  The paper starts with a review of current thinking on evaluating enterprise interventions and identifies a number of key principles which influence the design and development of evaluation frameworks.  It uses these principles as a guide to reflect on and review the experiences of developing the evaluation framework for the South Tyneside LEGI programme.  In particular, it considers the development of an enterprise baseline and the challenges of measuring long term impact where there are tensions between the national guidance issued for the programme and the types of indicators needed to measure ‘true’ enterprising endeavours in economically and socially deprived communities.

EVALUATION AND ENTERPRISE DEVELOPMENT: A REVIEW

A brief review of the small business and entrepreneurship literature identifies a plethora of articles and publications related to understanding the outcomes and impact of publicly-funded interventions in supporting SME and enterprise development.  At a general level, the review identifies a focus on describing and unpacking the outcomes from a specific programme or initiative, in order to identify the implications for providers and funders in increasing uptake or achieving better value for money in the use of public funds.  At a more specific level, there are fewer accounts which focus on the principles, processes and practices related to evaluation, notable exceptions including OECD (1997), Curran (2000) and Storey (2000, 2004).  This lack of focus surrounding the process and practice of evaluation within small business and entrepreneurship is somewhat surprising given the established body of literature on evaluation within other disciplines such as development studies and sociology (Allen and Black, 2006; Pennisi and Scandizzo, 2006).  Insights from such disciplines may be useful in complementing understanding within small business and entrepreneurship literature in terms of the development of baselines of enterprising activity, the challenges faced in developing an evaluation framework and encouraging the use of such frameworks by policy makers and providers in the design and delivery of policies and programmes.

Principles

There are a number of articles and publications which review and outline a set of principles associated with undertaking effective or successful evaluations of policies and programmes (see, for example, Storey, 2000; Hjalmarsson and Johansson, 2003; Storey, 2004).  Whilst there is often a difference between the level of agreement and use of these principles (see below), these principles provide a basis from which an evaluation framework can be developed that builds upon identified good practice (OECD, 1997).  A brief review of this literature identifies a bundle of key principles related to: 

· Timing of the evaluation – One of the key principles is that an evaluation methodology should be developed and embedded in the initial design and development of the policy or programme to ensure that the evaluation is fit for purpose and achieves buy-in from the relevant stakeholders.  Curran (2000) notes that evaluations are commonly commissioned towards the end of the life cycle of a policy or programme, as opposed to being embedded in its inception stage.  In part, this reflects that evaluations are often commissioned to generate evidence to continue or withdraw (depending on the outcomes from the evaluation) the policy or programme or justify the development of a new or modified one to build upon any identified developments.  In so doing, however, evaluations are perceived as a monitoring or policing exercise by the provider and/or fail to achieve ownership or buy-in from the funder, provider and even end-user (Devins, 1999; Allen and Black, 2006).  Such experiences reinforce the importance of embedding the design of the evaluation framework, and any associated baseline, in the development of the policy or programme.  As such, the evaluation is positioned as a tool and practice which can generate real-time performance intelligence and used to enhance the effectiveness of the policy or programme.

· Commitment of different groups of stakeholder to the process and practice of evaluation – The timing of the evaluation, particularly if undertaken towards the end of a policy and process, can be reflection of the commitment to its importance and likelihood of take-up and use of the outcomes from the evaluation.  Whilst the OECD (1997) states that ‘there is a need to ensure the take-up of the evaluation results at the highest possible level of policy making’, Diez (2002) outlines a number of challenges to developing such commitment.  As alluded to above, evaluations are not always commissioned to identify the impact and outcomes from a programme or policy. Curran (2000) suggests that whilst there may be a commitment to commissioning evaluations, they are sometimes undertaken as a requirement of the obtaining the funding, rather than being perceived as practice which will create added value and learning.  In addition, the perceptions of evaluation as a monitoring or ‘policing’ process amongst providers is unlikely to support a commitment to discuss, share and use any results.  Accordingly, commitment to the process will reflect the timing of the evaluation. If the evaluation framework is designed alongside the initial development of the policy or programme, there will be opportunity to discuss how the outcomes and insights from the evaluation will be used and the needs and requirements of different stakeholder groups to be addressed (OECD, 1997)

· Methods and evidence used as part of an evaluation – In order to meet the needs of the different groups of stakeholders involved in the development and delivery of a policy programme, the OECD (1997) suggest that evaluations need to use a combination of different evaluation methods.  However, a brief review of published evaluations of the impact of different types of business support highlights a tendency to use quantitative methods, and if qualitative methods are used, they are ‘typically add-ons to quantitative evaluations’ (Curran, 2000, p. 42).  Whilst quantitative insights are useful in understanding the aggregate or ‘macro’ outputs from a policy programme, they will not be able to offer insights into how policies or programmes impact upon the development or performance of individual owner-managers or businesses.  Undoubtedly, the current fashion for evidence-based policy making supports an emphasis on the use of quantitative methods because, as Herrmann and Sear (2006) note, quantifiable data and statistics is associated with rigour and robustness.  This presents a challenge to evaluators of how to work with organisations commissioning evaluations to understand how qualitative approaches and insights can be used to evaluate the outcomes from policy programmes.  This will assist in the adoption of different methods and types of evidence and data as part of the process and practice of evaluation

· Focus on user-orientated perspectives – The need for demand-led services and programmes of support is now commonly accepted across a range of different types of provision. For example, in reviewing export provision for SMEs in the United Kingdom, the Wilson Review (1999) noted that effective configurations of export support arise from insights into, and appropriate responses to, the exporting process as experienced by SMEs.  Evaluation has a critical role to play in generating insights on the outcomes and impact of policy programmes which can be used to support the development of such demand-led provision.  However, the reliance on quantitative methods generates a set of aggregate or macro-insights which are often problematic in being used to review how a policy or programme can be tailored to the needs and requirements of users at a micro-level.  As a result, there are relatively few insights related to how policies and programmes are mediated by local structures (Curran, 2000, p. 41).

· Estimating the impact of policies and programmes – In order for evaluations to be used in developing user-orientated or demand-led policies and programmes, there is a need for rigour and robustness (yet not necessarily quantification) in the estimation of the programme impacts.  A number of studies present inconclusive results due to a number of factors including problems with the specificity of stated aims and objectives (Diez, 2002), the clarity of targets used to measure progress against objectives (Storey, 2000), the availability of business data to assist in matching participants against a control group (Curran, 2000), the understanding of the benefits of different evaluations techniques amongst funders (Greene and Storey, 2004) and differences in the sophistication of techniques used to assess issues such as additionality, deadweight and displacement (Devins, 1999).  These issues lead to either the impacts of policies and programmes being under or over-estimated.  For example, in terms of the former, Reynolds and Miller (1992) note that the shorter the time period for the evaluation, the more likely that the evaluation will under-estimate the contribution of the policy or programme.  Similarly, the reliance on one source of data, particularly the experiences of owner-managers, is likely to lead to an under-estimation of the contribution (Lambrecht and Pirnay, 2005)

· Evaluation as a process – Finally, a principle emerges from the wider literature on evaluation as for the need to consider evaluation as a process and a means to an end rather than an end in itself.  A number of examples and trends have been outlined above which highlight how evaluations can be positioned as an end in itself, usually associated with the need to complete the evaluation to satisfy the needs of the funder or generate evidence to continue or extend such activity.  Indeed, this is reinforced by a number of definitions of evaluation which place an emphasis on ‘an in-depth study which takes place at a discrete point in time, and in which recognised research procedures are used in a systematic and analytically defensible fashion to form a judgment on the value of an intervention’ (UK Evaluation Society - www.evaluation.org.uk) . However, HM Treasury (2002) and Storey (2004) suggest that there are a number of benefits of positioning evaluation as a process, not least the opportunity to use outcomes from the evaluation process to feed into the design and development of the policy or programme, gain the input of the evaluator in framing and developing the policy or programme and ensuring an appropriate budget is allocated to the evaluation component of the policy or programme.

This brief review of the literature surrounding evaluation and small business and enterprise development highlights a number of inter-connected bundles of principles and underpinning themes.  Clearly, such principles need to underpin any framework developed to measure the outcomes and impact of LEGI-funded activity in the case study borough (South Tyneside).  However, there is evidence to suggest that there are a number of challenges to applying such principles consistently and coherently, particularly related to the processes and practices of evaluation (Pennisi and Scandizzo, 2006)). Within the small business and entrepreneurship literature, there are relatively few ‘how to’ insights to assist in the application of key evaluation principles (Lambrecht and Pirnay, 2005).  If there are lessons for managing the processes and practices associated with evaluation, they tend to be confined to the implications and recommendations of reports and publications.  This is despite a considerable body of evidence relating to evaluation within other disciplines such as health and community studies, sociology and development studies.  Indeed, in reviewing how to overcome the problem of selection basis within evaluations, Storey (2004) notes that ‘It is a curiosity that, although these techniques are now well established in the evaluation of labour market and welfare programmes, they are much less frequently used in estimating the impact of business support’ (p.24).

Processes and Practices

Whilst the literature on principles provides a checklist against which the coherence and consistency of an evaluation framework can be benchmarked, there is a question concerning how such principles can be translated into a set of processes and practices to implement an evaluation.  However, a review of such process frameworks highlight a number of issues related to managing the evaluation process in practice. These include:

· Setting of targets – A key issue emerges in terms of the need for specific aims and objectives which can be used to develop an explicit set of targets against which performance can be assessed and measured.  For example, a review of LEGI-funded projects within England identifies a set of aims and objectives related to changing entrepreneurial attitudes, developing enterprising individuals and creating more enterprising communities.  However, in the majority of cases, there is a lack of specificity surrounding how such objectives map onto the outlined specific targets outlined for the programme.  This poses a challenge for the evaluation in terms of the indicators to use to measure whether a community is more enterprising as a result of LEGI-funded activity.  At one level, this lack of specificity provides providers a degree of flexibility in how success is managed (Sear and Agar, 1996), in that evidence can be collated from an evaluation to identify achievement of specific targets which in turn is used to demonstrate of the overall programme in supporting enterprise.  Curran (2000) suggests that this lack of specificity may lead to an over-estimation of the outcomes and impact from a programme.

· Selecting the targets – In addition to issues related to the need to establish explicit objectives and hence targets by which to measure performance and outcomes, there has been a shift in focus on the type of targets used to measure performance and outcomes.  Until the end of the 1990s in the United Kingdom, and indeed elsewhere in Europe, small business and enterprise programmes were traditionally measured against achievement of specific outputs such as number of counselling sessions held, number of action plans completed and number of businesses assisted (Bennett and Robson, 2000).  Since the turn of the century there has been a trend towards measuring outcomes as opposed to outputs.  However, these outcomes tend to relate to a set of quantitative indicators such as increases in level of employment, level of turnover and spread of geographical markets.  In part, this reflects not only the tendency to use quantitative methods in undertaking evaluations but also the association of robust and rigorous evidence with quantifiable data and statistics.  The measurement of impact remains somewhat elusive due to the methodological challenges in measuring additionality or the ‘counter-factual’ (Storey, 2000).

· Overcoming methodological challenges – Indeed, in terms of the process and practice of evaluation, there has been an emphasis on the methodological challenges in undertaking an evaluation, in comparison to the key “how to’s” associated with creating an evaluation framework o managing an evaluation of a programme or initiative.  For example, there are plethora of studies which have examined the issues related to additionality, deadweight and displacement within evaluation (Devins, 1999).  Space constraints for the paper do not allow for a full analysis of the issues surrounding how to measure the impact or counter-factual.  The key issue for evaluating programmes such as the Local Economic Growth Initiative in England is managing the tension between understanding how the programme has been used by the user to influence business development and performance vis-à-vis generating evidence for the provider which can be used to measure effectiveness and value added. Indeed, Pennisi and Scandizzo (2006) suggest that given the complexities surrounding the majority of economic development policies and programmes, estimation of impact and the counter-factual may be somewhat of a holy grail.  As a result, the emphasis needs to be placed upon how less rigorous and robust measures of impact can be used as part of the evaluation process, rather than investing in developing a methodology which may not be able to cope with the range of internal and external influences.  Indeed, Lenihan and Hart (2004, p. 820) in assessing policy deadweight note that ‘the calculation of additionality can never be an exact science’.

It is these types of challenge that will be explored within the remainder of the paper.  The paper reflects upon the experiences of the authors in evaluating the impact of nationally-funded, but locally delivered enterprise development programme in England (the Local Enterprise Growth Initiative) which seeks to address economic development in deprived areas through enterprise.  In particular, the paper will examine the issues associated with the development of an enterprise baseline and evaluation framework in conjunction with the LEGI programme team which can be used across the partnership of providers in the case study area.

LOCAL ECONOMIC GROWTH INITIATIVE IN SOUTH TYNESIDE

Although only midway through the design and development of an evaluation framework for the South Tyneside LEGI programme, the review of literature and good practice (being used to inform the design process itself), provides a useful point at which to reflect on the experiences thus far and consider the lessons learnt.  This section will outline the broad ambitions of the LEGI programme in South Tyneside, consider the issues arising from designing and developing an evaluation framework and review the experiences to date by reflecting on the issues highlighted in the literature review.

Background to LEGI in South Tyneside

South Tyneside Council was awarded £16.2 million in Round 1 of the LEGI programme to develop a ‘Spirit of Enterprise’ in South Tyneside.  The Council’s bid for funding was underpinned by a transformational vision statement for creating a South Tyneside as a ‘centre for enterprise and innovation where individuals and businesses realise their potential and people find jobs. A place where businesses grow because of an adaptable, highly skilled workforce and world-class premises. A place where creativity is cultivated and encouraged’.

The area’s history as a centre for manufacturing, engineering, port industries and mining has meant that it has traditionally depended on large employers.  Notwithstanding this tradition of industry the area has not developed a strong enterprise base, and with the closure of many large employers has become an area of multiple deprivation which is widespread rather than localised.  The index of Multiple Deprivation 2004 shows that in South Tyneside’s 103 Super Output Areas, 52.4% are in the most deprived 20%, 19.4% are within the most deprived 10% and 5% are in the worst 5% in England.

In expanding on the vision for LEGI in South Tyneside the bid document robustly evidenced the reality of the current situation in the borough, arguing that South Tyneside had suffered over many years from a significant enterprise deficit, reflected in:

· An employment base which is heavily dependant on public sector jobs, and in which fast-growth financial and business service sectors are under-represented;

· The smallest improvement in working age employment in Tyne and Wear between 1994 and 2004; an increase of only 1.4%;

· A very small stock of VAT registered businesses – the stock for 2005 was 1,910 compared to a regional average of 2,220 and 4,180 in the UK;

· A great difficulty creating new firms, with 15.4 VAT registrations per 1,000 population in 2004 compared with 20.8 for the North East of England and 39.0 for all 88 NRF areas;

· An increase in the gap between South Tyneside and Great Britain business stock ratios in the past decade.

Given this baseline situation, the LEGI leadership group viewed LEGI as an instrumental vehicle for achieving fundamental change through developing a new culture of enterprise and changing people’s attitudes to enterprise.  The South Tyneside bid document captured this through impact measures such as attitudes to enterprise, self-employment rates, business stock (business bank account), VAT registrations and stock levels and gross value added achieved.  The bid was structured to ensure that LEGI interventions worked alongside the existing business support infrastructure in South Tyneside and not to replace it, but rather to enhance it, build collective action and synergy.  This partnership approach was crucial to them winning LEGI funding.

Ambitious and challenging ‘stretch targets’ were set by South Tyneside LEGI leadership group (the South Tyneside Economic Partnership):

· Increasing the number of business start-ups and survivals, and people who are self employed in South Tyneside: by 2015, to out perform the regional rates of business formation and self-employment.
· Supporting local businesses to grow and be more productive: by 2015, for GVA per employee in South Tyneside to match the regional average.

· Attracting mobile entrepreneurs to invest in South Tyneside: by 2015 South Tyneside’s VAT registered business stock will be 2,440.

Having set these ambitious targets, and in line with the national guidance for the programme, the LEGI leadership team commissioned Durham Business School in partnership with the Wood Holmes Group (a research consultancy) to design and develop an appropriate evaluation framework for the LEGI programme in South Tyneside, which consisted of Ten Big Ideas, all of which were focused on addressing the barriers to enterprise in the borough.

EVALUATION FRAMEWORK: EXPERIENCES AND EXPECTATIONS

Notwithstanding the recognition that the overall achievement and success of the purported increase in total entrepreneurial activity, an increase in sustainable growth in local businesses and attracting appropriate inward investment and franchising was embedded in building a culture of enterprise the LEGI programme in South Tyneside mirrors the national script on LEGI.  Although it meets the requirements contained in the DCLG guidance, i.e. activities focus on reducing barriers to enterprise in the borough, building aspiration, enterprise training, attracting inward investment and supporting new enterprise (CLES, 2006), it could be argued that the inherent subsidiarity of local initiative is further entrenched by the imposition of a set of quantitative targets for the programme which are entirely centred on quantitative data collection, relying on formal data sources and ultimately couched within a domain that assumes that expressions of enterprise and business exist as registered entities, are registered for VAT, have business banking accounts and operate in the formal economy.  Paradoxically, the LEGI programme is intended to embrace the ‘hard-to-reach’ – too often many of these enterprises and individuals operate on the margins of the economy and have no or little interest in being part of the ‘mainstream’.  For that matter, very often the delivery of business support is configured in such a way as to exclude them altogether.  There is a deep irony in the development of interventions to support enterprise among hard-to-reach groups when any manifestation of enterprise among these groups will more than likely not be captured by any formal data.  This interpretation of the national policy script has proved successful in securing the funding, but may well also constrain not only the delivery of programme but also make it difficult to be imaginative and creative about developing an appropriate evaluation framework.  The experience of the evaluation team to date shows that although the LEGI leadership group is clearly committed to achieving a fundamental change in attitudes to enterprise in the borough, it is bound by conventional indicators to measure success and progress.

The development of an evaluation framework for the LEGI programmes in South Tyneside is prefaced by the evaluation team’s acknowledgement that evaluation activity (or more specifically defining causal or strong correlations between interventions and outcomes) in any complex social system (in this case enterprise development) is extremely difficult.  The multi-layered interactions, chance encounters and feedback loops which lead to individuals engaging in enterprise, or a business becoming more enterprising, are almost impossible to disaggregate or untangle.  Hence the process of designing an appropriate and effective evaluation framework for South Tyneside started from the perspective of understanding the context within which enterprising skills, attitudes and behaviours were being promoted in South Tyneside, and to what end result.

Fundamental purpose and vision

The approach to developing an evaluation framework started from the vision statement outlined in the South Tyneside bid document for LEGI funding.  The evaluation team worked extensively with the LEGI leadership group to explore what this meant in terms of creating a more enterprising South Tyneside by reflecting on the overall purpose, outputs and outcomes anticipated from the project as a whole.  A number of views and perspectives were offered in describing the fundamental purpose of the project, and although this purpose is clearly reflected in the bid document, there was little clarity about what this actually meant in terms of tangible and intangible manifestations of enterprise in the borough.  The bid document itself offered some insights by setting ambitious quantitative targets measured by key performance indicators such as the self-employment rate, business stock, VAT registrations, VAT stock, GVA per employee, the employment rate and attitudes to entrepreneurship.  Figure 1 below outlines some impressions of what a more enterprising South Tyneside would look like.

Figure 1: A more enterprising South Tyneside
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This focus on creating a ‘buzz’ and developing a ‘can do’ culture of enterprise are seen as clear manifestations of a more enterprising South Tyneside.  Pride and increased self-confidence in individuals and at the level of the community are also considered crucial to the success of the LEGI programme.  Tangible economic outcomes were also considered important, i.e. more people in self-employment, more inter-trading, more local sourcing and yet a more outward looking borough in which starting a business is seen as a clear career option for all.  In summary, a more enterprising South Tyneside would be presented and visible through:

· A vibrant economy with a high level of buzz for residents, communities, businesses and visitors

· An ambitious place where its people have increased aspiration and self-confidence towards being enterprising and businesses are more ambitious about growth and levels of productivity and innovation

· A place where there is pride about the place, its buildings, its communities and its people

· A place that is attractive to work in, to live in and to visit, where creativity and innovation is encouraged

· A place which has a positive attitude and posture for enterprise, enabling people to enact enterprise in more business start-ups and the changed aspirations of young people and other disengaged groups in the community

These qualitative statements about enterprise in South Tyneside are proxy measures for gauging how the programme will contribute to the overall achievement of a more enterprising South Tyneside.  One of the challenges in designing the evaluation framework has been linking these qualitative micro impacts with manifestations of enterprise, i.e. more enterprising individuals, more enterprising organisations and more enterprising communities.  In addition, creating a more enterprising place must also be linked to the overall targets contained in the LEGI bid document.  In other words, project level impact must translate into improvements and impacts at a macro level.

This is a significant challenge for the LEGI programme as many of the enterprise indicators contained in the guidance notes from the Department for Communities and Local Government (DCLG) and in the South Tyneside bid document are not easily transferable to the five enterprise indicator statements outlined above.  Even though the links may be obvious – everyone wants a vibrant buzzing local community in which new enterprise are being established, this is not always immediately translated into new VAT registrations, increased Gross Value Added, higher employment rates and lower numbers of benefits claimants.

The baseline state of enterprise in South Tyneside

Aside from establishing a benchmark against which to measure the long term impact of the programme, research on the enterprise baseline has provided a gauge for measuring the veracity of the targets set for the borough in the LEGI bid document.  The baseline research found that South Tyneside has performed well more recently on a number of indicators (see Appendix 1), especially in relation to some of the targets outlined in the original LEGI bid to DCLG.  Key indicators of the state of enterprise in South Tyneside are highlighted below:

· 5.8% self employment vs 6.3% in NE and 9.1% in GB.

· 68% employment rate vs 70.9% in NE and 74.5% in GB.

· 50% job density vs 104% in Newcastle, 60% in North Tyneside, 70% in Sunderland, 88% in Gateshead.

A more in-depth analysis of the data sources for these indicators revealed that the method for calculating some of the figures changed recently and thus affected the latest reported data.  This has had implications for establishing a robust baseline which can be used to measure the impact of the programme.  The state of the current baseline also raises significant implications for reconfiguring the headline targets for some of the programme’s key indicators.  The data mining process also found that for many data sources there is poor district level data and great difficulty measuring the informal economy.
Selecting indicators and targets

As highlighted previously the LEGI programme in South Tyneside has had to deal with the tension between developing enterprise interventions based on achieving a fundamental change to attitudes to enterprise in the borough and measuring this through a set of pre-designed indicators which records achievement quantitatively through changes in the number of business starts, increases in self-employment and data on employment.  It could be argued that this focus on quantitative indicators has usurped the fundamental purpose and vision of the LEGI programme and could ensure that LEGI activity is focused entirely on new business starts, to the detriment of addressing the entrenched barriers to enterprise in the borough.  This fixation with quantitative outputs may encourage LEGI partners to move delivery ‘upstream’ as this activity will more easily lead to new business starts (Drever, 2006).  This could also result in that those most acutely affected by social and economic exclusion do not benefit from LEGI. Paradoxically, it will be those who already have an abundance of skills, are able to access finance and exploit their social capital that could best take advantage of LEGI interventions.  The LEGI objective of advancing the competitive advantage of the most adversely deprived local areas such as South Tyneside could well be undermined by such an approach, and it could be argued that hard-to-reach groups could be further marginalised if the evaluation framework does not reconcile the tension between quantitative indicators and measuring ‘real’ impact on key target groups through a more qualitative approach.

The challenge of selecting and setting targets is well illustrated below using self-employment targets as an example.  Basing targets purely on percentages can easily disguise the amount of effort necessary, as it hides the number of extra individuals who need to be moved into self-employment over the course of the programme.  The table below presents estimates of the numbers of ‘extra’ people required to meet a range of targets (rounded up to the nearest 50, to allow for rounding in the figures published by APS).  These figures represent total additional numbers – i.e. not an annual increase, but the increase needed to hit the target after, say, three years.

Table 1: Current trends and targets
	
	Self-employment
	Employment rates

	
	%
	No.
	%
	No.

	2005 (actual annual figure)*
	5.7
	5,200
	68.0
	61,600

	
	Target
	Additional no. required
	Target
	Additional no. required

	Target A (regional level)
	6.3
	550
	70.9
	2,650

	Target B (above regional)
	7.0
	1,200
	72.0
	3,650

	Target C (more ambitious)
	7.5
	1,650
	73.0
	4.550

	Target D (national level)
	9.3
	3,300
	74.5
	5,900


Note: 

1.
2006Q1 figures: self-employment - 5.5% (5,000 people); employment – 67.2% (60,900)

The current business support network delivers approximately 200 to 250 new business starts per year in South Tyneside.  By contrast, reaching a higher self-employment target of say 7.5% as a key objective for LEGI activity will require the achievement of 1,650 additional people into self-employment.  Assuming an exponential impact over the three year project cycle of the programme, this means an approximate allocation of 350, 525 and 775 (totalling 1,650) new people into self-employment over the next three years.  Based on current performance these are useful but quite demanding ‘stretch’ targets.  These outcomes are subject to a series of variables including: the numbers of people ‘touched’ by enterprise animation and facilitation activity; whether or not delivery agencies are able to reach ‘hard to reach groups’, or more specifically, are able to reconfigure their delivery channels to reach these individuals and communities; whether or not there are sufficient trading premises for new business starts; the visibility of LEGI provided support.  The target setting for LEGI has to be ambitious but also realistic – much of the potential support provided to key target groups intended to be ‘reached’ by LEGI projects will not easily manifest itself in official statistics.  Hence target setting although required, must be considered in the context of the overall ambitions of the LEGI project and the intended individuals and groups targeted for support.

Following intense discussions with the LEGI delivery team and the Steering Group a range of targets have been agreed to as benchmarks for the three-year timeframe of the project.  These have taken into account the targets already agreed to and outlined in their successful bid for LEGI funding, the difficulties inherent in collecting the data, and the baseline state of enterprise in South Tyneside.

To raise South Tyneside’s self-employment to the same proportion of the working age population as the current North East figure within three years would require an additional 550 self-employed individuals, or around 180 per year.

Much of the existing data does not capture micro-enterprises, especially with VAT registration figures omitting the smallest businesses altogether.  By contrast, the Barclays Bank data on bank account registration is probably the best available proxy for the numbers of businesses as it takes account of those micro-enterprises which have (business) bank accounts.

The self-employment target of 550 self-employed captured by the APS/LFS annual survey must be matched by 375 new business bank accounts and 180 new VAT registered businesses which also remain as average stock over the period to take account of the net difference between registrations and closures.  It is therefore suggested that the current targets for business stock and VAT stock remain as they are.

It is difficult to predict what percentage of businesses will translate into business bank accounts and VAT registered entities.  It could well be the case that a significantly higher number of people need to be self-employed in order to achieve the business stock and VAT stock targets.  It has therefore been suggested that these targets not be changed.

Attitudes to enterprise

At a national level the SBS Household survey uses ‘doers’, ‘thinkers’ and ‘avoiders’ as a proxy for gauging people’s attitude to enterprise and starting up in business.  Although the SBS data does not drill down to sub-regional level, i.e. there is only North East data available, it could be a useful proxy to use for ‘attitudes to enterprise’.  Table 2 below makes some suggestions about possible targets for changes in attitudes to enterprise in the borough, although these figures will be subject to the findings of the Enterprise Tracker currently being undertaken.

Table 2: SBS Household Entrepreneurship Survey 2005
	
	National
	North East
	South Tyneside Target 2007*
	South Tyneside Target 2008*
	South Tyneside Target 2009*

	Doers
	13.1%
	9%
	5%
	7%
	10%

	Thinkers
	11.6%
	7%
	6%
	8%
	12%

	Avoiders
	75.3%
	84%
	89%
	85%
	78%


Note:

1.
These targets have been developed on an analysis of the national, regional and local trends on a number of enterprise indicators and have been set as ‘stretch’ targets given that the self-employment target of 6.3% will require 550 new people into self-employment.

Overall, given the levels of deprivation in the area, the targets set for LEGI are based on achieving the regional average.  Set against the current national trends, the DBS evaluation team believe that the project will have to achieve above the regional average to have a sustained impact over the long term.

As part of the evaluation process the DBS-WHG evaluation team undertook qualitative research as a component of a Local Enterprise Tracker which involved consulting a range of direct and indirect beneficiaries of the LEGI programme.  This included workshops with young people, parents and social enterprises, complemented with an online survey and in-depth interviews with teachers in secondary schools in the borough.  These different forms of consultations generated a great deal of intensive/qualitative insights related to attitudes towards business and enterprise and its appropriateness as an option in engaging with the labour market.  In addition, the consultations identified a set of issues surrounding perceptions of the transition to self-employment and the usefulness of different sources of support and stakeholder group.

Key insights to emerge from this consultation activity included:

· A wide range of images and words were associated with business and enterprise ranging from money, risk and vision to hard work, stress and selling.  However, amongst this diversity, four key bundles or groupings emerged related to:

· The experience of being in business or exhibiting enterprising behaviours

· The personality and skills set required to be self-employed or run your own business

· The practicalities associated within running a business or enterprise

· The outcomes from being in business or exhibiting enterprising behaviours.

· However, the majority of participants identified a set of negative perceptions associated with being in business or exhibiting enterprising behaviours such as hard work, stress, financial risk and bureaucracy. These perceptions were positioned within a negative context which resulted them acting as a barrier to engaging working for yourself and running your own business.  

· A range of motivations and drivers to self-employment and starting a business were raised ranging from redundancy and lack of any other option to a desire to be one’s own boss and making money from exploiting a good idea.  Within this variety, there was a difference between proactive/strategic and reactive/tactical motivations and drivers to considering the transition to self-employment.
· Reflecting the nature of the participants, a greater number of reactive or tactical motivations were expressed.

· The workshops identified different levels of understanding of the key activities related to running your own business, whether on a self-employed basis or a small business.  Participants ranged from those with none or minimal experience to those who had extensive expertise in starting their business, typically through being involved in a number of business start-ups, either as an employee or owner-manager.

· The workshop with parents who were running their own business highlighted that the transition into self-employment was highly iterative, complex and confusing.  There were clear areas of ambiguity between the various states of unemployment, employment and self-employment which led some to describing themselves as being unemployed and self-employed or employed and self-employed. 
· Finance is perceived as a key barrier to self-employment and starting your own business, not only in terms of the (perceived) amount required to start a business but also how to access sources of finance appropriate to the extent and nature of the business idea.  

· In addition to more informal and transactional sources of support, TEDCO, Connexions and Princes Trust emerged as key sources of support around managing the transition to self-employment.  However, attitudes towards these different organisations did vary.

· A wide range of challenges and opportunities emerged, related to the age of the person and their own abilities and skills to perceptions of stress and hard work and problems in accessing finance.  Within this variety, three key bundles emerged related to:

· Aspirations of parents and other stakeholders

· Access to finance

· Level of competition.

· The nature of these challenges and opportunities was heavily influenced by the parochialism/localism evident within the borough and understanding of the wider world amongst the participants.  

· Parents perceive a set of greater range of opportunities for their children than themselves in engaging with self-employment and business stat-up.  However, they identified a number of barriers and challenges in taking advantage of these opportunities such as the ability to raise finance and the level of competition. 

· As an influencer on the attitudes of their children, a consistent theme emerged in terms of parents being able to achieve a balance between positive, yet realistic encouragement if an interest in self-employment was shown.  

· This positioning of parents as an influencer, combined with their perceived lack of knowledge resulted in other groups influencing attitudes and perceptions of their children and younger people.  Other influencers included:

· Friends/peer groups

· The Internet

· TV and other local media such as newspapers.  

· Of these, the Internet emerged as a critical tool, not only in terms of learning about business and enterprise but also a tool in running your business.  

The key headlines and highlights to emerge from the qualitative assessment identify a number of implications for the LEGI programme, in terms of engaging with and supporting individuals with the transition to self-employment and starting their own business in the borough.  These implications range from the need to raise awareness of the LEGI programme amongst certain groups of stakeholders involved in social and community networks to working with other organisations to alter perceptions of the amount of finance required to start a business in the borough.

Assigning project level targets

Having assessed the baseline data for the ‘state of enterprise’ in South Tyneside and made suggested adjustments to the macro or headline targets the evaluation team considered developing an approach to connect the achievement of these headline targets with the outputs, outcomes and impacts of individual LEGI projects at an operational level.  In other words, we’ve considered how to disaggregate the macro level ambitions of the LEGI programme down to the level of the Ten Big Ideas.  This is a significant challenge as the South Tyneside bid was shaped around achieving a transformation in the borough through enterprise in its broadest manifestation.  Much of the activity in the LEGI programme is focused on changing people’s attitudes to enterprise, exposing them to local role models who are successful, supporting existing businesses to grow and be more productive and providing access to resources and support to those wishing to become economically active, self-employed or start their own business.

The challenge with such an exercise is one of attribution.  It is very difficult to disaggregate macro level indicators or measures using data sources which collect data using random sampling techniques which are unrelated to the activity generated through the programme.  The evaluation team has taken into account the ‘contract’ between the LEGI programme and agencies commissioned to undertake activity under the auspices of LEGI which requires a series of outputs, outcomes and impacts which contribute to the achievement of the headline targets for the borough.  However, attributing this achievement back to individual projects is simply not possible.  If one takes the numbers required to achieve the targets for self-employment as one example, it is clear that LEGI projects at an aggregate level must make a significant contribution to increasing the numbers of people classified as self-employed in order to move the headline indicator towards the anticipated target of 7.5% (1,650 new people considered as self-employed).

SUMMARY AND REFLECTION

The brief review of literature on enterprise evaluation has highlighted a number of challenges, many of which are being experienced with the design of an evaluation framework for the LEGI programme in South Tyneside.  Although still an ongoing project, the experience thus far has show that a mechanistic or deconstructionist approach to evaluation is bound to fail (even if we had enough resources to analyse every possible variable).  Therefore, the evaluation approach will consider both quantitative and qualitative outcomes but also recognises the challenges of under-estimating the level of change and impact, particularly because of the difficulties in attributing changes in enterprising activity at a project or micro level to impacts at a macro level.

The paper has also reflected on how inappropriate or poorly formulated measurement indicators or a lack of appropriate and reliable data can easily hinder effective programme evaluation, and the challenges that arise from attempts to disaggregate macro level indicators by ‘assigning’ them as targets and indicators for individual projects.  Challenges ahead for the evaluation team will centre on finding robust ways of disaggregating headline targets across a number of LEGI projects and demonstrating that activity on the ground is directly attributable to achieving the overall ambitions of the programme.  Further data collection will require a broad basket of indicators which blend data captured at a local authority level with a number of proxy indicators where data is not available.  Progress on the stated LEGI targets will also need to be reported in such a way as to take account of the methodological challenges with tracking headline data, e.g. the timing of the data (the lag in timing periods) and the complexities arising from unreliable data sources where low confidence levels and small sample sizes create large variability in the reporting of the data.

The key questions to emerge from the qualitative assessment include:

· How can negative associations with business and enterprise be translated into a set of positive words and images (e.g. hard work as a positive attribute), particularly through social networks?

· To what extent is current LEGI provision segmented by the level of experience and expertise of individuals in starting and managing a small business?
· In what ways can perceptions of the finance required to start a business be shifted, particularly through emergent structures such as the Finance and Business Initiative?
· What types of support are required to assist parents to provide advice and guidance on business and enterprise to their children?
· Is the concept of self-employment and business start-up valued by trusted intermediaries and other community and social support structures?
· What is the role for the LEGI programme in addressing the degree of parochialism in attitudes towards business and enterprise and understanding of the wider world (as a way of identifying a wider range of business opportunities)?

· Are unemployed people prepared for the ‘world of self-employment’ as opposed to ‘starting a business’?
· Do current support structures enable unemployed individuals to start a business as part of a process of personal development?
· What actions are required to attract graduates back to the borough to be enterprising, particularly after a period of employment elsewhere?
There are a number of issues associated with each question and challenge, and a number of implications for the LEGI programme and its partners, and resultant actions that can be implemented to address the set of questions and as a result enhance the effectiveness of the LEGI programme in the borough.  It is hoped that the qualitative stories and cases studies of ‘real’ people captured by the evaluation team from measuring the impact of projects on the ground will provide the true legacy of the programme, and embed enterprise where it really counts – in the hearts and minds of individuals and their communities.
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Appendix 1: Impact measure and targets

	Outcome
	Performance Indicator
	Baseline
	Targets
	New Targets
	Baseline
	Baseline

	
	
	S/Tyneside 
	
	 
	NE
	UK

	Business start-ups; survival rates and self-employment
	Entrepreneurial attitudes
	There is no baseline available for this indicator

	 
	Self-employment rate
	2003 – 4.1%
	Year 3 – 5.0%
	Year 3 – 6.3%
	 
	 

	 
	
	2004 – 4.2%
	 
	 
	 
	 

	 
	
	2005 – 4.5%

Updated: 5.7%
	Year 10 – 5.8%
	Year 10 - 7%
	2005 – 5.8
	2005 – 9.1

	 
	Business stock
	2005 – 3400
	Year 3 – 3775
	Year 3 – 3775
	N/A
	N/A

	 
	(Barclays data)
	
	Year 10 – 4400
	Year 10 – 4400
	
	

	 
	VAT registrations
	2002 – 17.6
	Year 3 – 20.8
	Year 3 – 20.8
	 
	 

	 
	
	2003 – 17.9
	 
	 
	 
	 

	 
	
	2004 – 15.4
	Year 10 – 26.8
	Year 10 – 26.8
	2004 – 20.8
	2004 – 37.6

	Growth and productivity
	VAT stock 
	2003 – 1850
	Year 3 – 2090
	Year 3 – 2090
	 
	 

	
	
	2004 – 1885
	 
	 
	 
	 

	
	
	2005 – 1910
	Year 10 – 2440
	Year 10 – 2440
	2005 – 2220
	2005 - 4180

	
	GVA per employee
	2005 - £26,800
	Year 3 - £27,604
	Year 3 - £27,604
	£34,680
	£37,300

	
	
	
	Year 10 - £29,400
	Year 10 - £29,400
	
	

	
	GVA per intervention 
	There is no baseline available for this indicator

	Mobile entrepreneurs
	Inward investors: survey of attitudes/enquiries
	There is no baseline available for this indicator

	Underpinning measure
	Employment rate
	2003 – 65.4%
	See South Tyneside LAA
	 
	 
	 

	
	
	2004 – 65.5%
	Y3 – 68.7%
	Year 3 - 70.9%
	2005 – 70.9%
	2005 – 74.5%

	
	
	2005 – 66.8%

Updated: 68.0%
	 
	 
	 
	 

	
	Unemployment JSA
	2003 – 4.3%

2004 - 4.2%

2005 – 4.2%
	See LAA for  Benefit Dependency Target

(current base - 22%)
	Year 3 – 18% dependency target
	 
	 

	
	
	2006 – 4.6%
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� The views expressed in this paper about the LEGI programme in South Tyneside are solely those of the authors and are not in any way attributable to South Tyneside Council.
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