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Abstract

Central Government has stated as a key priority the need to increase the number of new businesses in the UK.  Over the last 30 years policy aimed at this goal has changed significantly, the most recent being the Local Enterprise Growth Initiative (LEGI).  Now with 20 Local Authorities running LEGI programmes there is clear trend of utilising physical enterprise information points, defined in this paper as Enterprise Support Centres, as a catalyst to new business creation.  This paper tests 11 Local Authority areas to review the impact of such centres against the context of deprived communities.  The results indicate that the use of Enterprise Support Centres does not negatively impact the number of new business start-up occurring and in some deprived areas the number of new businesses has grown through the use of Enterprise Support Centres.  As this topic is in its infancy this paper concludes with seven recommendations of how to move forward the study of physical advice centres as a catalyst to new business creation.

1. Introduction

Following policy change through its twists and turns, the underlying theme of this paper is to investigate the interactions of Government policy with deprived area end-users. The primary focus will be toward the recent Local Enterprise Growth Initiative (LEGI) and the fixation of successful and tendering LEGI areas to place heavy reliance on physical neighbourhood access points or, as the author is proposing, Enterprise Support Centres (ESCs) as a creator of new businesses.  The importance of these access points in relation to catalysing business and enterprise start-ups will be considered through regional business start-up data, Geographical Information Systems (GIS) and the reviews of LEGI bids nationally.

It is important to quash at the outset the natural thought pattern which occurs when describing ESCs. ESCs, as defined by the author, are not business incubators.  In concise terms, they are as stated access points.  In reality they are given different names and can provide a broad range of features. 

2. Literature Review

2.1. Encouraging More Enterprise

Enterprise policy is in no doubt a subset of small business policy; however it is argued enterprise policy since 2000, and the start of the SBS, has gained more credence as a strategy in its own right. In its crudest form enterprise policy is about encouraging people to start businesses and thus by its very nature is a precursor to SME support policy – businesses must first be created before they are supported and developed.

It is bold to suggest enterprise policy is new and that it was matriculated into small business policy as late as 2000, even bolder to suggest it was brought about by the SBS.  Greene et al (2003) would conceivably suggest enterprise policy in 21st century was in its fourth generation, with a new generation starting every decade from the 1970s.  However reviewing their work the only real enterprise policy, i.e. that focusing on encouraging more business start-ups, was the 2nd generation – the 1980s.  In agreement the authors in their summation point toward the SBS, and One NorthEast (the RDA for the North East), returning to similar policy of this era. The rider to this observation is that such policy does create more new businesses but the ‘quality’ of such businesses is ‘poor’.  Lower quality firms are suggested to be those who do not survive as long and employ less people; hence low quality firms, albeit in greater quantities, impact less on the economy than high quality firms.  Their argument about firm quality is convincing and specifically appropriate for this paper as it is set against the background of Tees Valley an area which today still has a high level of deprivation. 

The reasoning for proposing enterprise policy is new in the 21st century is offered due to a number of factors.  Firstly, the target audience, those to whom the idea of enterprise and business start-up is being bestowed upon is thoroughly wider than the focus of previous policy.  Yes, there are broad similarities; Shutt and Sutherland (2003) describe the Enterprise Allowance Scheme (1982-1991) as the first use of public funds to help the unemployed shift to self-employment.  Greene (2002) specifically focuses on the UK policy from 1975 to encourage young people to start businesses, e.g. Prince’s Trust schemes and Shell LiveWIRE. Enterprise policy nowadays does though reach far beyond just these audiences.  The Davies Review (DFES, 2002) has placed emphasis on secondary school students becoming more enterprising.  In the NorthEast, One NorthEast has further augmented this by supporting enterprise programmes in primary schools and with young people outside of the curriculum.  There are enterprise start-up programmes aimed specifically at over 50’s, ex-offenders, women and Black and Minority Ethnic groups.  It is proposed that a majority of these schemes were created post SBS due to policy instigation; furthermore many were supported by funding initiatives directly through the SBS, e.g. the Phoenix Development Fund (2000-2006).

It is forwarded that the second and perhaps most defining factor as to why enterprise policy from 2000 is new is the rationale which sits behind encouraging a more enterprising nation.  Prior to 2000, certainly at least in Greene’s (2002) three phases and Greene et al’s (2003) three generations the only purpose of promoting enterprise from a central Government’s point of view is to reduce unemployment. Today policy does still have the primary focus of economic development; however it is now also the tool by which Government is looking to combat social exclusion (DTI, 2002; Blackburn and Ram, 2006; Heywood and Southern, 2006; Birch and Whittam, 2006; Jones et al, 2006). 

In the newest Government initiative, LEGI, successful round 1 areas have placed great emphasis, and expenditure, on theme 1 outcomes, i.e. increasing the number of businesses (Usher and Devins, 2006).  It is this penchant for new businesses that the empirical research section of this paper will test.  More specifically why has a prominence been placed on Enterprise Support Centres as a key route to creating new businesses and has the thinking behind the development and placement of ESCs been planned or just a knee-jerk reaction to utilisation of budgets  or ‘getting spend out the door’?

2.2. The Use of Enterprise Support Centres by Successful LEGI Bidders.

Through a review of all twenty successful LEGI bids, ten in each round, it is clear that the majority of plans utilise ESCs.  In total two thirds of the winning LEGI bids are reliant upon a physical hub in the community to catalyse new enterprise creation.  The remaining areas have opted to use a roving business advisor team utilising the BizFizz (New Economic Foundation) model or a close equivalent.  

The number of ESCs being used in each bid also varies significantly from one to sixteen, the average number of ESCs, excluding those using joint locations, is approximately four.  This however is merely an indication, as are the definitions of ESC assumed above, due to the flexible nature and ambiguity of bid documents.

2.3. Business Incubators and Incubation

ESCs are defined by the author as shops through which business information, advice and support can be sought, they are not incubators.  In a measure to explain the differences, and similarities, incubators themselves must be defined.

Harman and Read (2003) firstly define the differences between incubators and incubation.  The latter being a service delivered through the former.  Atherton and Hannon (2006) evolve this differentiation and provide four incubator types: flagship, satellite, flexible and micro and three incubation strategies: magnets, reach-in and reach-out.  Across these definitions, and those offered by others (EC, 2002; Voisey et al, 2006), the unvarying similarity is that incubators house new and developing business.  This is the most defining difference between business incubators and ESCs; although both incubators and ESCs are physical buildings ESCs do not house businesses.  

When the term incubation is used, i.e. the service provided to businesses through incubators, the similarities and more subtle differences between incubators and ESCs can be identified.  Harman and Read (2003) present a three stage development of the incubation environment, with each stage having constituent elements.

The first stage is ‘foundation’; this describes the incubation strategy.  With specific regard to an ESC being funded by LEGI there are few similarities between ESCs and incubation on this stage.  The most pertinent factor of similarity merely being that both should have “clearly defined objectives as well as scale and focus”.  The rest of the stage defines how incubators should select clients carefully in order to ensure they can aid the growth and sustainability of the incubator.  This highlights the fact that ‘good’ incubators will be self-sustaining; conversely ESCs will arguably always require subsidy.  Another divergence is that ESCs by their very nature have to be accessible to all, not just a select few.

The ‘development’ stage identifies a number of similarities and important learning lessons for the development of good ESCs.  Business development resources and networking must be the “cornerstone” of both incubators and ESCs.  As access points to information for new businesses ESCs must have an extensive and up to date library of information and contacts for those wishing to start businesses to utilise.  This information must also be tailored to the needs of the individual who walks through the door.  The information must be well informed and free from partisan persuasion, i.e. an ‘honest broker’ or a ‘gateway to knowledge’, and be in the best interests of the client.  ESCs, in their aim of being accessible to the entire locale population, must be well signposted, positioned near good transport links and visible.  The final stage, ‘people’ makes arguments and recommendations around the need to select appropriate staff, these hold valid for both incubation and ESCs.

Sharing similarities with Harman and Read, Voisey el al (2006) develop a number of ‘hard’ and ‘soft’ measures around successful incubators.  From these it is arguably the ‘soft’ measures which match most with the requirements for a successful ESC, namely: improved client business skills, increased productive networks with peers, increased client knowledge and, for the ESC, positive publicity, continued support from stakeholders and recognition by the business support community.  

Having stated this however there are a number of issues with a ‘soft’ approach.  Measuring culture is still very much qualitative and still in its infancy and any measure of the success of LEGI will always include a direct relation to the number of new business start-ups.  It is for this very reason this paper is quantifying the success of ESC location with regard to business start-ups.

2.4. An Understanding of ESCs and Geographical Information Systems (GIS)

Debatably the most aligned project including ESCs is the Business Shop Network/Business Gateway in Scotland.  With regard to this network of community information points, little, if nothing, is discussed around their geographical location in the 2006 Strategic Review.  However the Scottish Business Shop Network Evaluation (1999) states the location of shops is an important factor in generating enquiries, as is the visibility and prominence in town centres, echoing Harman and Read’s business incubator recommendations (2003). 

Bennett et al (2001) review the effect and appropriateness of central Government business support initiatives versus decentralized initiatives and in agreement with Robson and Bennett’s initial work (2000) find that local access points can “help to increase the awareness and approachability”.  They do however place the caveat that such local access points have little impact on the performance of the service.  In the light of LEGI principles, one of which is to have effective targeting, this finding directly supports the aim of ESCs.  The performance element, overarching the five other key LEGI principles, however is still to be tested.  As an initial response, Atherton and Hannon (2006) make specific reference to local enterprise development incubators – ‘micro incubators’.  These incubators minimise barriers to entry and when developed with a ‘bottom-up’ approach, can stimulate enterprise.  This however in terms of ESCs must be empirically tested.

Bennett and Smith (2003), acknowledging the lack of study toward spatial markets for business advice, undertook a survey (1309 SMEs) to “examine the form and extent of spatial markets for business advice services”.  Key to this study is the result which indicates Government support structures which provide business advice “should be chiefly focused on the smaller centres, locations outside these centres and on the more peripheral areas.”  The ‘centres’ to which the authors refer are densities of business, i.e. affluent inner city centres, and thus it is reasonable to suggest deprived areas represent small centres.  Another pertinent point of this research is the fact that of all business advice types, private and public, the Business Links have the smallest reach with regards to distance travelled by users of the advice.  Bennett and Smith do however offer the very viable reasoning this is perhaps due to the ‘artificial’ political boundaries enforced by public sector support.  This work does go someway to reviewing the spatial usage of business support unfortunately this work is not entirely comparable to the proposed empirical testing of ESCs for two main reasons.  The first is the fact Bennett and Smith’s work takes into account both public and private sector business support, thus reducing the sample size for public business supported businesses only.  The second is that even though their sample is of SMEs, the sample excludes sole traders and the self-employed and these are perhaps the main focus of ESCs in deprived areas. 

Empirical Assessment

2.5. The Data, Background Information and Trends

The primary data for this empirical assessment has been gained through Business Link (BL) statistics and represents business start-up data from two of the four Business Link providers in the North East of England.  

Figure 1 shows that the total number of new business starts recorded by BL in the North East has risen over the past three years; this trend has been followed by the two sub-regions under review – Tyne and Wear and Northumberland.  
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Within the sub–regions there are a number of Local Authorities (LAs).  Tyne and Wear has five LAs and Northumberland has six.  It is important to note at this point that LAs do not directly fund the ESCs being tested in this report, BL is the funder.     The two sub-regions chosen have been selected for two key reasons.  The first is that they operate differing approaches to BL provision.  Business Link in Northumberland (BLN) operate ESCs whereas BLTW operate their start-up services through a number of enterprise agencies.  Some of these agencies have offices which the public can access however they are not widely advertised as access points, nor are they branded with recognisable and common logos, i.e. Business Link.

The second reason is for ease of comparison across component LAs.  The average ID rank of each of the LAs is shown in Table 1.  

	Table 1 - LAs and Average ID Rank

	
	
	

	Local Authority
	Rank of Average ID Rank
	Sub-Region

	Sunderland
	22
	T&W

	South Tyneside
	28
	T&W

	Gateshead
	36
	T&W

	Wansbeck
	47
	Northumberland

	Newcastle 
	48
	T&W

	North Tyneside
	90
	T&W

	Blyth Valley
	92
	Northumberland

	Berwick
	100
	Northumberland

	Alnwick
	182
	Northumberland

	Tynedale
	197
	Northumberland

	Castle Morpeth
	211
	Northumberland

	Source: Neighbourhood Statistics (ONS, 2004)


It is also noteworthy that the top 6 LAs in Table 1 are all eligible to apply for, or have successfully gained, LEGI funding. 

2.6. Initial Comparisons

This section of the document will make some simple analyses of the BL recorded start-up data across the first eight closely comparable deprived LAs in Table 1, representing five LAs from Tyne and Wear and three LAs from Northumberland.  

The first, and most obvious comparison, is to simply rank the LAs in order of the number of business starts recorded in the period 2003-2006, this is shown in Table 2. 

	Table 2 – Number of Business Starts (BL Recorded) by LA, 2003-06

	
	
	
	

	 
	Local Authority
	Sub-Region
	Total Start-ups

	1
	Newcastle 
	T&W
	732

	2
	Sunderland
	T&W
	626

	3
	North Tyneside
	T&W
	420

	4
	Gateshead
	T&W
	417

	5
	South Tyneside
	T&W
	362

	6
	Blyth Valley
	Northumberland
	298

	7
	Wansbeck*
	Northumberland
	227

	8
	Berwick
	Northumberland
	198

	*No ESC in Wansbeck until 2006/07


Table 2 indicates that all of the Tyne and Wear LAs have higher start numbers than the Northumberland LAs; this is perhaps to be expected due to the fact all the Tyne and Wear LAs have a higher population than that of the Northumberland LAs.  To take this into account Table 3 shows business starts-ups per 10,000 head of population; the start-up numbers used for this comparison are from 2005/6 to ensure that all Northumberland areas except Wansbeck had operational ESCs.  It must be noted the population figure is taken from the count specifically created and used in the Indices of Deprivation 2004 (ONS), this measure is used throughout this study.

	Table 3 – Business Starts per 10,000 of Population Per Annum

	
	
	
	
	
	

	 
	Local Authority
	Sub-Region
	Over 16 Population
	Total Business Starts 05-06
	Starts per 10,000 Population per Year

	1
	Berwick
	Northumberland
	21101
	85
	40.28

	2
	Blyth Valley
	Northumberland
	64148
	121
	18.86

	3
	Wansbeck*
	Northumberland
	49038
	86
	17.54

	4
	Newcastle
	T&W
	205098
	282
	13.75

	5
	South Tyneside
	T&W
	120091
	162
	13.49

	6
	Sunderland
	T&W
	219452
	296
	13.49

	7
	North Tyneside
	T&W
	151798
	188
	12.29

	8
	Gateshead
	T&W
	152922
	174
	11.46

	*Shown for information only, no ESC in Wansbeck until 2006/07


In terms of sub-regions, Table 3 shows a direct flip of Table 2.  This perhaps is one indication that ESCs do have a positive impact on new business start-ups. It must be noted however that Berwick, which is significantly ahead on business starts per 10,000 of population is the least deprived of the LAs in the comparison.  Also Berwick’s ESCs only had approximately 3 months of operation in 2005/6, so potentially having only a minor impact on the figures measured.  Perhaps the next logical step is to introduce the deprivation rank in the comparison on business starts per 10,000 of population.

Figure 4 shows the business start-ups per 10,000 weighted by Indices of Deprivation score.  

	Table 4 – Indices of Deprivation Weighted Business Start per 10,000 of Population Per Annum

	
	
	
	
	
	

	 
	Local Authority
	Rank of Average ID Rank
	Sub-Region
	Starts per 10,000 Population
	ID Weighted Starts per 10,000

	1
	Sunderland 
	22
	T&W
	6.74
	0.31

	2
	South Tyneside 
	28
	T&W
	6.74
	0.24

	3
	Berwick
	100
	Northumberland
	20.14
	0.20

	4
	Wansbeck*
	47
	Northumberland
	8.77
	0.19

	5
	Gateshead 
	36
	T&W
	5.73
	0.16

	6
	Newcastle 
	48
	T&W
	6.87
	0.14

	7
	Blyth Valley 
	92
	Northumberland
	9.43
	0.10

	8
	North Tyneside 
	90
	T&W
	6.15
	0.07

	
	*Shown for information only, no ESC in Wansbeck until 2006/07


The data from Table 4, in contrast to Table 3, suggests that two areas without ESCs are ‘doing better’ at overcoming their deprivation to encourage new business start-ups. 

Table 5 shows the number of business start-ups per 100,000 metres squared of administration area.  This indicates, as expected, that the new start-up density in Northumberland is lower than that of Tyne and Wear with the exception of Gateshead.  This is offered to be due to the less urban makeup of the Gateshead (Rural and Urban Area Classification (ONS), 2004).

	Table 5 – Business Starts per 100,000m2

	
	
	
	
	

	 
	Local Authority
	Rank of Average ID Rank
	Sub-Region
	Business Starts per 100,000m

	1
	Newcastle 
	48
	T&W
	0.64

	2
	South Tyneside
	28
	T&W
	0.54

	3
	North Tyneside
	90
	T&W
	0.49

	4
	Sunderland
	22
	T&W
	0.45

	5
	Blyth Valley
	92
	Northumberland
	0.41

	6
	Wansbeck
	47
	Northumberland
	0.33

	7
	Gateshead
	36
	T&W
	0.29

	8
	Berwick
	100
	Northumberland
	0.02


This section of the document, comprising Tables 1-5, has offered some initial insight into the varying ways by which successful business start-up performance can be classified and measured.  The results purport that areas with ESCs can create a higher number of businesses per 10,000 of population.  Yet two areas, Sunderland and South Tyneside, are more adept at overcoming deprivation barriers to catalyse new business start-ups. 

2.7. Areas in Need

A recent report by Troni and Kornblatt (City Markets, 2006) has created a Business Deprivation Index (BDI) which lists Business Deprived Areas (BDAs) as a method to indicate which areas should be the focus of business led regeneration.  Table 6 shows the BDI score of the LAs in Northumberland and Tyne and Wear.

	Table 6 – Indices of Business Deprivation Ranking

	
	
	
	

	BDI Ranking
	Local Authority
	Rank of Average ID Rank
	Sub-Region

	2
	Wansbeck
	47
	Northumberland

	4
	South Tyneside
	28
	T&W

	17
	Sunderland
	22
	T&W

	45
	Gateshead
	36
	T&W

	70
	Newcastle
	48
	T&W

	Not in top 100
	North Tyneside
	90
	T&W

	Not in top 100
	Blyth Valley
	92
	Northumberland

	Not in top 100
	Berwick
	100
	Northumberland

	Not in top 100
	Alnwick
	182
	Northumberland

	Not in top 100
	Tynedale
	197
	Northumberland

	Not in top 100
	Castle Morpeth
	211
	Northumberland


There are a few notable features of these BDI rankings.  Firstly is the fact that the LAs listed in the BDI have high deprivation scores, as indicated by their average ID rank.  These however do not correlate directly; for example Wansbeck and Newcastle have average ranks of 47 and 48 respectively however Wansbeck is ranked 68 places higher on the BDI.  Also of note is the fact that the top two ranking LAs in Table 6 have gained LEGI funding and across the whole country six of the top ten LAs in the BDI, and eight of the top twelve, have been successful in gaining LEGI monies.  From these key points it can be demonstrated that the BDI offers a good rank of need and that it closely connects to the central Government mindset as how to make intervention selections.

2.8. Local Impacts of Enterprise Support Centres


As ESCs are only located in Northumberland this segment of research is specifically focused toward this geographical area. To investigate the closeness of proximity to which start-ups occur around ESCs there are two initial measures.  Firstly, a radius can be drawn around the ESC, the total number of starts within the created areas can then be counted. Table 7 shows the number of BL recorded business starts within a 2.5km radius of the six Northumberland ESCs.  Table 8 shows a breakdown of the total number of new BL recorded business starts across Northumberland by year.  Table 9 shows the percentage ratio between Tables 7 and 8, i.e. the percentage of new business start-ups in Northumberland occurring within a 2.5km radius of the ESC.  The ratios in Table 9 marked with (*) are for comparison purposes as no ESCs were established in these areas on these dates and hence cannot be accountable for inducing business start-ups.

	Table 7 – Number of BL Recorded Business Start-ups Within 2.5km of ESC

	
	
	
	
	
	
	
	

	Year
	Alnwick
	Berwick
	Blyth Valley
	Castle Morpeth
	Tynedale
	Wansbeck
	Total**

	2003/04
	11
	19*
	26
	31
	24
	32*
	92

	2004/05
	38
	29
	48
	19
	24
	32*
	158

	2005/06
	24
	33
	38
	37
	24
	37*
	156

	TOTAL
	73
	81
	112
	87
	72
	101*
	 

	* No ESCs present at time of data collection

**Totals across years shown without areas with no ESCs


	Table 8 – Total Number of BL Recorded Starts

	
	
	
	
	
	
	
	

	Year
	Alnwick
	Berwick
	Blyth Valley
	Castle Morpeth
	Tynedale
	Wansbeck
	Total**

	2003/04
	60
	50*
	74
	77
	120
	72*
	331

	2004/05
	119
	63
	103
	79
	124
	69*
	488

	2005/06
	98
	85
	121
	130
	193
	86*
	627

	TOTAL
	277
	198
	298
	286
	437
	227*
	

	*No ESCs present at time of data collection

**Totals across years shown without areas with no ESCs 

	Table 9 – Percentage of Total Starts within 2.5km of the ESC

	
	
	
	
	
	
	
	

	Year
	Alnwick
	Berwick
	Blyth Valley
	Castle Morpeth
	Tynedale
	Wansbeck
	Total**

	2003/04
	18.3%
	38.0%*
	35.1%
	40.3%
	20.0%
	44.4%*
	27.8%

	2004/05
	31.9%
	46.0%
	46.6%
	24.1%
	19.4%
	46.4%*
	32.4%

	2005/06
	24.5%
	38.8%
	31.4%
	28.5%
	12.4%
	43.0%*
	24.9%

	TOTAL
	26.4%
	40.9%
	37.6%
	30.4%
	16.5%
	44.5%*
	 

	* No ESCs present at time of data collection

**Totals across years shown without areas with no ESCs


Table 9 shows some significant information; the bold and italic figures represent ratios of greater than 40%.  Most striking is the fact Wansbeck, an area without an ESC for the period of this test data, is the only LA to have constantly more than 40% of new business start-ups occurring in an area within a 2.5km radius of the location in which the ESC now sits.  This of course is just an anomaly of location selection after the fact.  It is more appropriate to look at the areas which have had ESCs across the period of data collection.  From this Berwick and then Blyth Valley have the highest ratio of new business starts sited within a 2.5km radius of their ESCs.  Interestingly this bears no correlation to the population density of the LA (Table 10).

	Table 10 - Population Density

	
	
	

	 
	Local Authority
	Population per 1000m Sq

	1
	Blyth Valley
	0.89

	2
	Wansbeck
	0.71

	3
	Castle Morpeth
	0.06

	4
	Alnwick
	0.02

	5
	Tynedale
	0.02

	6
	Berwick
	0.02


The second measure of ‘closeness’ of a business start occurring near to an ESC is drive time from the ESC.  This information is calculated using Microsoft MapPoint (2004) using a 5 minute timing and default speed settings.  Table 11 shows the percentage ratios of the number of new starts occurring within this drive time zone.

	Table 11 - Percentage of Total Starts within a 5 Minute Drive Zone of the ESC

	
	
	
	
	
	
	
	

	Year
	Alnwick
	Berwick
	Blyth Valley
	Castle Morpeth
	Tynedale
	Wansbeck
	 Total**

	2003/04
	18.3%
	38.0%*
	20.3%
	27.3%
	21.7%
	30.6%*
	22.1%

	2004/05
	30.3%
	38.1%
	34.0%
	27.8%
	12.9%
	30.4%*
	27.3%

	2005/06
	24.5%
	29.4%
	18.2%
	22.3%
	12.4%
	26.7%*
	19.8%

	TOTAL
	25.6%
	34.3%
	24.2%
	25.2%
	15.1%
	29.1%*
	 

	* No ESCs present at time of data collection

**Totals across years shown without areas with no ESCs


Table 11, when viewed in relation to population density (Table 10), does indicate some initial trends.  For higher population density areas, Blyth Valley and Castle Morpeth, the figures indicate a ‘bedding in’ period is required before the ESCs have an impact.  This is illustrated by the increased number of new business starts within the 5 minute drive zone in the second year of operation.  This trend is correlated to population density, i.e. Blyth Valley’s jump from 20.3% to 34% is more than the 0.5% increase experienced by Castle Morpeth.  For both LAs however the third year of activity shows significant drop off to a level below year one. 

A second trend occurs from the year of inception with the less populated areas, i.e. Berwick (from 2004) and Tynedale.  The ESCs in these areas seems to have a direct and sudden impact, with the first year of activity being the greatest.  In the case of Berwick, where a control year is available, the impact of the ESC is evident albeit 0.1%.  For subsequent years there is a drop in the number of business start-ups occurring within the 5 minute drive time zone.  The author proposes one reason for this pattern is the effect of ‘quick hits’ in an area.  For low population density areas those wishing to set-up businesses near an ESC will do so within a short period of time of it opening.  There is then perhaps a lull before a second tranche of new businesses come forward.  For densely populated areas this is arguably true for year 3, after the initial embedding period.  

Table 12 shows the ratios an increased 10 minute drive time zone.  For this level of measurement all the above trends still hold true.  As would be expected, the peaks and troughs are less prominent due to more of the population of business starts being captured in the data.  It must be noted that it is unfeasible to test Alnwick for these trends due to the fact the ESC here was opened in 2001.  However it is possible to note that Alnwick, if is used a low population density control area across the recorded period, does not conform to the same pattern of activity as Berwick or Tynedale.  This is suggested as an indication that the new arrival of ESCs in these LAs has impacted the figures.

	Table 12 - Percentage of Total Starts within a 10 Minute Drive Time of the ESC

	
	
	
	
	
	
	
	

	Year
	Alnwick
	Berwick
	Blyth Valley
	Castle Morpeth
	Tynedale
	Wansbeck
	 Total**

	2003/04
	31.7%
	42.0%*
	45.9%
	51.9%
	32.5%
	79.2%*
	39.9%

	2004/05
	38.7%
	50.8%
	53.4%
	53.2%
	29.0%
	82.6%*
	43.2%

	2005/06
	29.6%
	47.1%
	43.0%
	50.8%
	29.0%
	88.4%*
	38.8%

	TOTAL
	33.9%
	47.0%
	47.3%
	51.7%
	30.0%
	83.7%*
	 

	* No ESCs present at time of data collection

**Totals across years shown without areas with no ESCs


2.9. Further Analysis of Data


For further examination of the data and the possible trends occurring it is useful to reintroduce the data for the five LAs in Tyne & Wear, doing so offers further comparison of areas using ESCs and those without.  Tables 13 and 14 show the number of BL recorded starts year on year for all the Northumberland and Tyne & Wear LAs; the tables also show the percentage increase/decrease in the number of starts year on year in addition to the growth over the three year period of data capture. 
	Table 13 - Northumberland Start-Up Changes
	
	Table 14 - Tyne & Wear Start-Up Changes
	

	
	
	
	
	
	
	
	
	
	
	

	 
	Number of BL Recorded Starts
	
	 
	Number of BL Recorded Starts

	
	2003/04
	2004/05
	2005/06
	TOTAL
	
	
	2003/04
	2004/05
	2005/06
	TOTAL

	Alnwick
	60
	119
	98
	277
	
	Gateshead
	123
	120
	174
	417

	Actual Increase
	 
	59
	-21
	 
	
	Actual Increase
	 
	-3
	54
	 

	% Increase Year on Year
	 
	98.3%
	-17.6%
	 
	
	% Increase Year on Year
	 
	-2.4%
	45.0%
	 

	% Increase 2003 to 2006
	 
	 
	163.3%
	 
	
	% Increase 2003 to 2006
	 
	 
	141.5%
	 

	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 

	Berwick
	50
	63
	85
	198
	
	Newcastle 
	200
	250
	282
	732

	Actual Increase
	 
	13
	22
	 
	
	Actual Increase
	 
	50
	32
	 

	% Increase Year on Year
	 
	26.0%
	34.9%
	 
	
	% Increase Year on Year
	 
	25.0%
	12.8%
	 

	% Increase 2003 to 2006
	 
	 
	170.0%
	 
	
	% Increase 2003 to 2006
	 
	 
	141.0%
	 

	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 

	Blyth Valley
	74
	103
	121
	298
	
	North Tyneside
	95
	137
	188
	420

	Actual Increase
	 
	29
	18
	 
	
	Actual Increase
	 
	42
	51
	 

	% Increase Year on Year
	 
	39.2%
	17.5%
	 
	
	% Increase Year on Year
	 
	44.2%
	37.2%
	 

	% Increase 2003 to 2006
	 
	 
	163.5%
	 
	
	% Increase 2003 to 2006
	 
	 
	197.9%
	 

	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 

	Castle Morpeth
	77
	79
	130
	286
	
	South Tyneside
	83
	117
	162
	362

	Actual Increase
	 
	2
	51
	 
	
	Actual Increase
	 
	34
	45
	 

	% Increase Year on Year
	 
	2.6%
	64.6%
	 
	
	% Increase Year on Year
	 
	41.0%
	38.5%
	 

	% Increase 2003 to 2006
	 
	 
	168.8%
	 
	
	% Increase 2003 to 2006
	 
	 
	195.2%
	 

	 
	 
	 
	 
	 
	
	 
	 
	 
	 
	 

	Tynedale
	120
	124
	193
	437
	
	Sunderland
	154
	176
	296
	626

	Actual Increase
	 
	4
	69
	 
	
	Actual Increase
	 
	22
	120
	 

	% Increase Year on Year
	 
	3.3%
	55.6%
	 
	
	% Increase Year on Year
	 
	14.3%
	68.2%
	 

	% Increase 2003 to 2006
	 
	 
	160.8%
	 
	
	% Increase 2003 to 2006
	 
	 
	192.2%
	 

	 
	 
	 
	 
	 
	
	
	
	
	
	

	Wansbeck
	72
	69
	86
	227
	
	
	
	
	
	

	Actual Increase
	 
	-3
	17
	 
	
	
	
	
	
	

	% Increase Year on Year
	 
	-4.2%
	24.6%
	 
	
	
	
	
	
	

	% Increase 2003 to 2006
	 
	 
	119.4%
	 
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	TOTALS
	453
	557
	713
	1723
	
	TOTALS
	655
	800
	1102
	2557


Tables 13 and 14 show that over the period 2003-06 three of the Tyne and Wear LAs (North Tyneside, South Tyneside and Sunderland) have increased their number of new businesses by the greatest percentage, conversely Wansbeck has grown by the smallest amount.  All four of these areas have not used ESCs so there seems to be little evidence to support the new business catalyst qualities of ESCs using this scale.  Reviewing the three year period increases there is also no correlation between the rank and the deprivation index or the BDI.

If single year on year increases are looked at over the period Alnwick has the greatest single increase (98.3% between 2003/4–2004/5) followed by Sunderland (68%), Castle Morpeth (64.6%) and Tynedale (55.6%).  However Alnwick, possibly as a result of its large previous year increase, has the only noted decrease in the number of starts.  Again, no considerable patterns occur when this ranking are looked at with regard to ESC use, level of deprivation or BDI rank.  Significantly however, if the average year on year increases are calculated (not shown in the tables) and then averaged for the five LAs using ESCs (all Northumberland except Wansbeck) and the six LAs not using ESCS (those in Tyne and Wear plus Wansbeck) the average increases in new businesses are 32.4% and 28.7% respectively, offering the argument that using ESCs does boost the year on year percentage increase in the number of new business starts.  If this same average calculation method is employed to review the average new business growth of BDI ranked LAs (Wansbeck, South Tyneside, Sunderland, Gateshead and Newcastle) this shows an average of just 26.3%, indicating further that this measure is suitable for determining the need for intervention.  When deprivation rank is taken into account the average increase in new businesses for LAs in the top third of deprived areas without ESCs are 28.7% and 29.4% for those in the top third using ESCs.  This again possibly indicates the positive effect of ESCs. 

3. Conclusion and Recommendations for Further Research

The data in this report is set against the background of the North East of England however it is entirely plausible that all the findings and recommendations have relevance across the whole of the UK.  This is due to the fact that the evidence is tested against a national set of deprivation indicators.  

So far this report, and the research incorporated within, has offered the idea that the use of ESCs certainly does not negatively impact on an area in terms of decreasing the number of new business start-ups.  On the contrary there is evidence within this document to suggest that the introduction of ESCs within LAs has increased the number of new business start-ups year on year by greater numbers than LAs not using ESCs.  Pertinent to the topic of this report is the fact that this greater increase in business starts year on year still holds true for deprived LAs with ESCs against deprived LAs without.  This fact alone suggests ESCs may help break one of the main barriers to business creation in derived area, namely access to start-up provision (Heywood and Southern, 2006; Usher and Devins, 2006).

However, to make solid recommendation to those LAs considering using ESCs, or perhaps influence Central Government policy with regards to supporting large scale programmes of ESCs, further research has to be under taken. When drawn together the information presented here offers a practical baseline of markers on which to review the ‘hardest’ of all outputs when monitoring the activities of ESCs, new business starts.  This, as suggested in the literature review, will always remain a key figure to funded programmes due to the fact that Government, RDAs and LAs focus upon improving the economy.  However alongside this must sit a range of other, perhaps ‘softer’, outcomes such as those described by Voisey et al (2006).  The measure of these is not taken into account in this report when considering the effectiveness of ESCs.  To encompass these measures and provide guidance towards continued recording of new business start information seven recommendations are made.

Firstly, measuring year on year increases in new business starts does indicate an improvement over time in a specific area.  However, recording new business start-ups as a proportional increase in the total business stock would provide a more accurate picture of performance.  This would take into account business closure and to some extent test the ability of ESCs to act as a support mechanism for growing businesses as well as their ability in catalysing business formations.  Such a measure would also allow those areas starting with a low business base to be measured accurately against areas with higher initial business start-up numbers.

Secondly, and relating to the above, is the need for a constant start-up definition to be utilised.  This paper has utilised BL recorded start-up rates, this test is legitimate as the two BLs in question, Northumberland and Tyne and Wear, were using the same start-up characterisation.  However this figure bears little correlation to the commonly quoted VAT registration figure.  

The third recommendation reflects Green et al’s (2003) ‘quality’ of the firm produced by enterprise stimulation programmes or interventions.  The information and monitoring statistics presented in this document become increasingly pertinent with time.  It is recommended that the information has to be recorded for at least five years, preferably longer, to evidence the quality – for this read longevity and employment capability – of the businesses started through ESC lead intervention.

The fourth recommendation is to develop a suitable scale of accessibility by which to measure ESCs.  The measures presented here, radius around a centre and drive time zones do provide a good preliminary measure. However these measures twinned with other accessibility features such as locality of bus stops on specific routes and ESC signage and visibility would offer a more formulaic approach to selecting ESC location.  It is perhaps reasonable to suggest a multi-attribute evaluation model be developed for accessibility to include the aforementioned criteria.  

Measurement of soft outcomes is the focus of the fifth recommendation, Harman and Read (2003) offer the idea that networking is a route by which soft outcome can be achieved.  These outcomes could be increased client knowledge or improved client business skills (Voisey et al, 2006).  To this extent, and to really measure the total impact of ESCs, some form of network facilitation monitoring must be developed.  

Concurrent with the above recommendation the sixth recommendation is to review the performance of the service.  This is mainly in terms of the number of people accessing the service and then starting a business.  Anecdotally, enquiry to start-up ‘conversion’ rate from BLs in the North East are approximately 30%, measuring this from ESCs would offer a test against Robson and Bennett’s findings (2000) that localised provision does little to impact service performance.  If an increase was found, this merit alone may invoke a shift towards service delivery through ESCs.

The seventh and final recommendation is also a statement of the difficulty in measuring the impact of single element of business support policy.  The empirical research section of this paper has focused solely on the impact of ESCs as drivers to new business creation; however the environment in which they operate is not isolated.  There will always be, as discussed in the literature review, a plethora of business support initiatives operating simultaneously in a single area.  This holds true for a LA area or a deprived area.  To this extent placing sole emphasis, and resulting outcomes, on ESCs is somewhat false.  In a perfect test all other enterprise stimulation and support projects should be removed from an area, this is obviously an unachievable task.  For this very reason the paper presented here has viewed, as future studies should, ESCs as an environmental factor, a factor which affects and influences other policy initiatives around it.  

As a final conclusion, the analyses within this paper have importantly not proved that using ESCs has a negative effect upon new business creation within a deprived or non-deprived area.  To this extent and because the vast proportion of the twenty successful LEGI partnerships are utilising ESCs, research into their direct impact should be continued.
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