Executive Summary
This study is a requirement of the contract between the Heart of the SW Growth Hub and
BIS for delivery of the Growth Hub.
The aims of the study are to:
•
•
•
•
•

Identify and map business support available to businesses in the Heart of the SW
area;
Identify gaps, duplication and overlaps;
Identify opportunities for simplification and improved co-ordination;
Identify best practice and lessons learned from current/previous delivery; and,
Make recommendations for the development of the Growth Hub and future
business support provision in the area.

The methodology has included four main stages:
•
•
•
•

Stage 1: Initial Mapping;
Stage 2: Survey of Business Support providers;
Stage 3: Literature Review; and,
Stage 4: Report Finalisation.

The report provides an overview of the Heart of the SW and the Local Enterprise Partnership
(LEP)’s priorities, as outlined in its Strategic Economic Plan. Of particular relevance for this
study is the priority for ‘A simpler, more accessible, business support system, tailored to our
needs’. It also outlines a number of strategic changes including an increasing focus on
productivity, both nationally with the publication of the ‘Fixing the Foundations: Creating a
More Prosperous Nation’ strategy and locally, with productivity sitting at the centre of the
Heart of the SW LEP’s Devolution Deal. Devolution is an important shift, which will have a
significant bearing on how business support is delivered across the UK. The report outlines
the significant changes that have taken place within the national business support landscape
over the last 10 years, with most recent changes including the cessation of the ‘Business
Growth Service in March 2016’, allowing more funding for business support to be
channelled locally through ‘Growth Hubs.’
Within this context material has been sourced to help identify ‘what works’ in relation to
business support. The evidence gathered suggests that ‘High Growth Status’ of a business is
episodic and intermittent. Therefore the researchers question the value of policy focused
on High Growth Firms at the level of the individual firm. As businesses face multidimensional constraints, support needs to either be specifically targeted, or holistic and
multi-dimensional. Mindsets are also an important factor in driving growth. Business
support can help business owners with positive mindsets, but is unlikely to help those with
negative mindsets. Alternative/innovative models may be required to effect change in this
group. It is possible to identify qualities that make a high growth mindset in an
entrepreneur.
Research relating to innovation found that it is not possible to find ‘Highly Innovative Firms’
using traditional firm demographic measures but other measures can be used to find them.
Unlike High Growth Firms, being Highly Innovative is a persistent characteristic, reflective

of internal capabilities which build up over time. The policy implication is that it may be
worth targeting Highly Innovative Firms. The research also found that employment of STEM
graduates within individual firms and activity to retain graduates in the region is vital to
improving innovation capability within firms and the region. Therefore, interventions which
help retain STEM graduates and place them within businesses may be beneficial. The
innovation growth process starts with increased employment; therefore innovation support
should focus on opportunities to improve businesses internal innovation capabilities.
Innovation support should also focus on value capture, as well as value creation, to
facilitate economic growth as a result of the innovation.
The evaluation literature provides little evidence that can inform project or programme
design, mainly due to a lack of studies which test design in a robust manner, however, key
findings from the evaluation literature suggest that:
•
•

•

There is tentative evidence that hands on approaches perform better than light
touch delivery models, but this assessment does not consider value for money;
Intensive business support schemes should provide high quality holistic
approaches over a period of years to a selective group of participants. Selection is
important as a key element is peer-group and shared-learning and the right
participants will help develop a ‘cachet’ to being involved which in turn will drive
self-selection and commitment from participants; and,
Grants, loans and subsidies may not be a particularly effective tool to drive
innovation.

Recommendations for Targeting Business Support
1. Whilst seeking out High Growth Firms may be questionable, there could be an argument
for seeking out Innovative Firms and providing them with: a) additional human capacity;
and, b) support to capture value.
2. The Growth Hub’s diagnostic process should seek to understand the multi-dimensional
nature of the constraints acting on each business and develop a ‘holistic approach’ to
addressing these constraints, within the framework of support available in the LEP area.
3. The LEP should work with the area’s three universities to address the challenge of
graduate retention, exploring the role of student placements, graduate placement
schemes and alumni networks.
4. The LEP should also work with the ‘What Works Centre for Economic Growth’ to design
experimental business support approaches which test and trial different/innovative
ways of achieving its priorities whilst providing robust evidence for what works in the
Heart of the SW. All publicly funded business support should be evaluated and reports
published on the LEP’s website.
5. The LEP’s economic intelligence group should regularly monitor national research and
evaluation evidence to inform commissioning of future business support and advice.
A review of the current business support landscape in the Heart of the SW indicates that
there is limited data about business needs/behaviour at the LEP level. However, the Small
Business Survey provides a wealth of unbiased, robust data. Barriers to growth identified
in the Heart of the SW LEP area reflect the national picture and include strategy and
management; skills and staff; sales and marketing; and, finance, although businesses

themselves often fail to see ‘staff’ as an opportunity for growth. Funding and having more
time (staff/capacity) are seen as solutions for overcoming those barriers, along with access
to information which was a commonly suggested support need. Nationally less than half of
SMEs seek external support but there is estimated to be 28% unmet demand.
Businesses with particular characteristics are more likely to seek external support.
Nationally, the majority of businesses are prepared to pay for advice (56%) and information
(54%) but the willingness to pay varies by size of business and sector.
The most significant market failures (in order of importance) were:
•
•
•

Doubts over the benefits and value of assistance in relation to the expense and
time involved;
Relationship failures such as not being able to trust external advisors or concerns
about whether advisors would understand the business; and,
Concerns about being able to access appropriate assistance.

Recommendations for Addressing Barriers to Growth and Market Failure
6. The Small Business Survey provides a wealth of unbiased, robust data on performance of
small businesses, their barriers to growth and support needs. The survey should be
expanded to provide data that is robust at LEP level, whilst maintaining the economies
of scale, comparability and quality that can only be achieved through a national survey.
7. A key requirement of public sector investment is to improve the functioning of the
business support market to help overcome the market failures highlighted above. A key
role for the Growth Hub is therefore to facilitate better information for customers to
make informed decisions about the business support they need.
The Mapping Exercise found over 300 business support schemes operating across the Heart
of the SW. With the exception of national/Peninsula wide delivery, only five schemes
operated across the whole of the Heart of the SW Area, with a large number serving
specific local geographies. Business support services are geographically fragmented and
incoherent across the area.. Further, there is insufficient information about the quality and
nature of support provided to be able to assess if the available schemes serving a
particular market (e.g. start up support) meet the needs of business. Neither is there
sufficient information to assess the extent to which existing schemes are good quality and
offer services that represent ‘good practice.’
Whilst the plethora of schemes may be considered as offering ‘choice’, there is a risk that
without impartial information about these services for potential clients, market failures
will continue to persist. There is also a risk that investment of public funds will not offer
good value for money for the public purse, as economies of scale and critical mass will not
be achieved.

Recommendations for Ensuring Quality Provision
8. In future, it is recommended that the data capture process for the mapping study, focus
on the key variables necessary to understand the type, nature and quality of provision
available in the area. The Heart of the SW Growth Hub will be responsible for conducting
future mapping exercises. As such, there is a motivation for providers to engage in the
process – enabling the Growth Hub to capture basic information about key services
offered as part of their day to day operation.
9. Locally, Devolution partners should come together to consider how, over time, public
funding for business support could be better utilised to:
• minimise the geographical fragmentation of business support, but without
compromising the ability of local areas to target local issues;
• make it easier for businesses to find support;
• consolidate public resources to achieve economies of scale and greater impact;
• provide high quality, best practice services which meet economic growth priorities; and
• complement/add value to private sector provision.
10. Devolution partners should work with the Growth Hub to develop a clearer
understanding of current delivery and key gaps in provision.
11. In order to raise standards and improve evidence based delivery, all public sector funded
support, should be evaluated and the reports published on the LEP website.
In terms of co-ordination, the private sector and business networks are the main source of
information and advice for business and often the first point of contact for them.
Therefore:
•

•
•

Publicly funded provision needs to complement private sector provision helping to
address the market failures associated with why some businesses do not utilise
these services;
Private sector providers have a role in routing clients to other services which
complement their own (including public sector); and,
Current private sector activity in the Heart of the SW LEP area needs to be better
understood.

Accountants, business representative organisations, trade associations and chambers of
commerce were the next most important sources of information on what the Government
is doing to support small business after the internet. This confirms that they are a key
source of information for businesses and could help promote other services.
Face to face is still the most used method of receiving information and advice and an
important method for driving engagement in business support services. Although
businesses are using multiple channels to access the information they need. While on-line is
a growing channel, it is insufficient in itself. Businesses are mainly using the national gov.uk
and helpline service for ‘information’, not strategic advice. Further, these services are not

strongly supported by established businesses. Personal approaches and referrals from
others remain important channels for providers and providers show strong levels of
referral to other services. However, this is highly dependent on personal relationships and
knowledge of the other services available.
Recommendations for Improved Co-ordination through the Growth Hub
12. The new Heart of the SW Growth Hub should operate a ‘no wrong door’ philosophy,
recognising the multiple routes by which businesses seek advice.
13. It should work closely with the private sector and business representative organisations,
to ensure they are empowered to ‘open the door’ to business advice services. It should
also work closely with other business support providers to empower cross referrals.
14. Whilst on-line channels continue to grow in importance, business support
commissioning should still reflect the continued importance of face to face methods,
especially for services offering strategic advice.
15. The Business Leadership Group should consider how the needs of established businesses
should be met in order to achieve their strategic priorities and build on evidence of local
needs and good practice.
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1.

Introduction

1.1

Study Background

The contract between the Heart of the South West Local Enterprise Partnership (LEP) and
the Department for Business, Innovation and Skills (BIS) for delivery of a Growth Hub
requires that business support schemes are reviewed and rationalised.
Extract from contract:
RATIONALISATION AND SIMPLIFICATION
“Principle: The LEP should demonstrate that through its growth hub it is intending to create a
more coherent and simpler local landscape for business, by mapping business support in its
area, gathering data on the performance and targeting of local schemes, and, working with
its partners, reviewing and rationalising schemes. There is no target for % reductions in local
schemes nor target date by which simplification should be achieved, but there should be a
focus on removing duplication, closing under-performing schemes and promoting schemes
which are proven to be most effective at helping businesses to grow in line with the model
set down in ‘Simplifying the Local Business Support Landscape - Guide for Cities and LEPs’”
(issued by BIS 17 October 2014).
A preliminary mapping exercise of business support was completed in April 2015 but many
schemes were due to close at that point because they were funded through European Union
(EU) and/or Regional Growth Fund (RGF) rounds which were coming to an end.
This more detailed study started in July when responsibility for the Growth Hub transferred
from the City Deal Partnership to the LEP and it has built on previous knowledge. It has also
built on the findings of other LEP studies into business support needs as reported in:
•
•
•
•

1.2

Jan 2013 - Heart of the South West Business Survey;
Mar 2014 - Strategic Economic Plan 2014-2030;
May 2014 - EU Structural and Investment Fund Strategy; and,
Jun 2014 - Heart of the SW Smart Specialisation Approach.

Aims of the Study

The aims of the study are to:
•
•
•
•
•

Identify and map business support available to businesses in the Heart of the SW
area;
Identify gaps, duplication and overlaps;
Identify opportunities for simplification and improved co-ordination;
Identify best practice and lessons learnt from current/previous delivery; and,
Make recommendations for the development of the Growth Hub and future
business support provision in the area.
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1.3

Methodology and Scope

The Study was completed in a four stage process as illustrated below:

Stage 1: Initial
Mapping

•Schemes were identified from the Peninsula City Deal
Growth Hub database, from gov.uk and from the National
Business Support Helpline's factsheets of local services.
•An email was sent to the listed providers and to the LEP's
partners asking them to provide the names of support
schemes that they funded or delivered.
• Almost 300 schemes were identified from about 100
providers.

Stage 2: Survey
of Business
Support
Providers

•An on-line survey was produced, based on a set of
questions recommended by BIS, but adapted to reflect
Heart of the South West requirements/local needs. A copy
of the survey can be found in Appendix A.
•The survey was targeted at the 56 local providers and
resulted in a 48% return rate.
•Analysis of national schemes relied upon monitoring and
evaluation reports from those schemes.

Stage 3:
Literature
Review

•The purpose of the literature review was twofold: 1) To
understand business support requirements in the Heart of
the SW; and 2) To identify evidence pertaining to 'what
works' in business support delivery and business growth.

Stage 4: Report
Finalisation

•Following consultation the report was finalised as
presented here.

It will be the responsibility of the Growth Hub-Service for all providers to update the
Mapping and Simplification Study annually.

1.4

Structure of the Report

The report is structured as follows:
• Section 2 - provides an overview of the Heart of the SW LEP Area;
• Section 3 - provides the strategic context for the study;
• Section 4 - explores evidence for what works;
• Section 5 - explores the current business support landscape in the Heart of the SW,
covering both demand and supply perspectives; and
• Appendix 1 – provides evidence relating to the issue of access to finance.
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2.

About the Heart of the SW

2.1

The Partnership

The Heart of the SW LEP was formed under the leadership of the private sector supported
by the Local Authorities from Devon, Plymouth, Somerset and Torbay and the District
Councils from throughout the area in June 2011.
It is one of 39 partnerships created since the Government’s Local Growth White Paper was
published in October 2010.
LEPs are unique due to the direct involvement from the business community – Heart of the
SW is a partnership managed by a voluntary board consisting of business leaders, alongside
representatives from Local Government and educational institutions. They work together to
lead and influence the economy of Devon, Somerset, Plymouth and Torbay by improving
economic growth and job creation.

2.2

Current Economic Performance

Since the publication of the LEP’s Strategic Economic Plan, the local economy has seen
continued economic growth following the recession of 2008. Little has changed in economic
performance statistics since the analyses published 18 months ago. However momentum
within the partnership has grown as a result of several significant economic development
programmes including the delivery of an 18 month RGF Funded City Deal business support
programme and advances in the Hinkley Point C Nuclear project. Over that same timeframe
the 2007-2013 EU funding programme has closed and the 2014-2020 EU funding
programme has been initiated.
Nationally, BIS’s Growth Dashboard1 provides some useful information about how sectors
have fared during the recession with data comparing GVA growth in each sector for 19972007 and 2007-2013. The biggest growing sectors are Information Technology, Professional
and Business Services, Real Estate, Health and Social Care, Aerospace and Shipbuilding.
Small growth has also been seen in Publishing and broadcasting, Education, Retail,
Automotive, Agriculture, Forestry and Fishing.
The infographic below shows the latest statistical representation and explanation of the
economy in the LEP area. Notable features are:
1) The proportions of businesses of different sizes is comparable to UK data although
there is a higher proportion of self-employed;
2) Productivity – measured by GVA per full-time-equivalent – is lower than the national
average and is deteriorating. It is noted that this data trend is skewed by fast
growing productivity in London;
3) Unemployment is below the national averages; and,
4) The business birth rate is low.

122

Jan 2015. Growth Dashboard. BIS
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2.3

LEP Priorities

The LEP’s priorities for economic growth are described in the Strategic Economic Plan (SEP)
and Smart Specialisation approach. Figure 1 shows the Priorities for Growth that are
described in the SEP. This study considers all nine priority areas with focus on the three for
business and how an efficient and effective business support system can be achieved.

Place

Figure 1: Our Priorities for Growth

Creating the Conditions for
Growth - Improving our
infrastructure and services
to underpin growth

Maximising Productivity and
Employment Opportunities Stimulating jobs and growth
across the whole economy

Capitalising on our
Distinctive Assets - Utilising
our distinctive assets to
create opportunities for
business growth and
better jobs

Infrastructure for growth:

The infrastructure and
facilities to create more and
better employment:

The infrastructure and
facilities needed to support
higher value growth:

•
•
•

Business

•

Creating a favourable
business environment:
•

•

•
People

Transport and
accessibility
Digital infrastructure
Sustainable solutions for
flood management
Energy Infrastructure

A simpler, more
accessible, business
support system, tailored
to our needs
Improving access to
finance
Stimulating enterprise
and growth

Creating a responsive
environment, where
businesses and individuals
can reach their potential:
•
•

•

Skills infrastructure and
facilities
Accessibility to
education/employment
(transport, careers advice
and digital inclusion)
Employer engagement
and ownership

•
•

•

Enterprise infrastructure
Strategic employment sites
Unlocking housing growth

•
•

•
Achieving more sustainable
and broadly based business
growth:
•

•

Reaching new markets (online, supply chains, public
sector)
Globalisation (exports and
inward investment)

Specialist marine sites
Science/Innovation
infrastructure
Maximising our
environmental assets

Supporting higher value
growth:
•
•

Innovation through Smart
Specialisation
Building our capacity for
innovation

Increasing employment,
progression and workforce
skills:

Creating a world class
workforce to support
higher value growth:

•

•

•
•

Moving people into
employment
Supporting people to
progress to better jobs
Improving workforce skills

•

•

Enterprise and business
skills
Technical and higher level
skills development and
retention
Maximising the skills and
employment
opportunities aligned to
our transformational
opportunities
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2.4

Smart Specialisation

As part of the Heart of the SW’s ESIF strategy, it was necessary to identify ‘sectors’ within
the economy on which to focus innovation investment, known as ‘Smart Specialisation’.
Smart Specialisation has been described as:
"a process of developing a vision, identifying competitive advantage, setting strategic
priorities and making use of smart policies to maximise the knowledge-based development
potential of any region, strong or weak, high-tech or low-tech".
Table 1 shows the Heart of the SW LEP’s ‘areas of economic activity’ that were identified to
be the focus of Smart Specialisation. More information about the rationale and process for
identifying these sectors can be found in the Heart of the SW’s Smart Specialisation
Approach2.
Table 1: Heart of the SW Areas of Smart Specialisation

Transition Area (Devon, Plymouth and
More Developed Area (Somerset)
Torbay)
Core Transformational Areas of Economic Activity
• Marine
• Nuclear
• Environmental Futures
• Aerospace
• Healthy Aging
Agricultural Sciences
Underpinning Technologies
• Photonics
• Big Data

2

http://www.heartofswlep.co.uk/sites/default/files/user-1889/Smart%20specialisation%20approach%20Nov%2015.pdf

9

3.

Strategic Context

This section sets out the strategic context for the study.

3.1

Productivity

At a strategic level, the last few years have seen an increasing national focus on addressing
the productivity challenge. On Friday 10th July 2015 the Chancellor George Osborne, and
the Secretary of State for Business, Innovation and Skills, Sajid Javid, together published
Fixing the Foundations: Creating a More Prosperous Nation. In their introduction, Osborne
and Javid state:
“The drivers of productivity are well understood: a dynamic, open enterprising economy
supported by long-term public and private investment in infrastructure, skills and science”
and “the UK has a long-term productivity problem, which has been made worse by the
financial crisis”
The strategy sets out the framework for raising productivity, which is built around two
pillars:
•
•

Encouraging long-term investment in economic capital, including infrastructure,
skills and knowledge; and,
Promoting a dynamic economy that encourages innovation and helps resources flow
to their most productive use.

The productivity challenge sits at the centre of the Heart of the SW’s Devolution Deal - A
Prospectus for Productivity.
The Cities and Local Government Devolution Act 2016 (the Act) provides the legal
framework for the implementation of devolution deals with combined authorities and other
areas.
The Heart of the SW’s Devolution Deal focuses on the productivity challenge and our
prospectus can be found here.
http://www.heartofswlep.co.uk/sites/default/files/user1889/HotSW%20Devolution%20Prospectus%202016%20%281%29.pdf

3.3

Business Support Changes

The last 10 years have seen significant changes in the national business support landscape.
In 2008, the previous Labour Government attempted to simplify the business support
landscape with the introduction of ‘Solutions for Business’ as a common branding for 30
types of business support. All products had to be migrated to the new branding by March
2010, with the number of products ultimately reduced to 13 to focus on growth potential
businesses.
Under the Coalition Government, the Business Improvement Programme sought to reform
the whole business support system with reduced spending from £265m to £65m. A key
element of this initiative was the decision to close Business Link in 2012, which had been
operating for approximately 30 years at that time. Following this, national provision
consisted of one access point through the gov.uk website and national business support

10

helpline providing telephone support to complement the digital service. In 2014, the
Government’s Growth Accelerator scheme and Manufacturing Advisory Services were
brought together as the ‘Business Growth Service,’ providing more intensive face to face
support with personal account managers. However, the November Spending Review in2015
announced that the service was to be wound down and cease operating by March 2016.
Part of the rationale for this decision was to allow more funding for business support to be
directed at the local level through Growth Hubs.

3.4

Growth Hubs

The concept of Growth Hubs was launched in the government’s Local Growth White Paper3,
and an extract is copied below.
“Growth Hubs will provide access to specialist strategic advice, coaching and mentoring to
firms with high growth potential as they go through periods of rapid and dynamic change
and bring a package of growth related services into one place around the firm. Growth Hubs
will act as a catalyst for growth by bringing together firms with high growth potential with
finance and equity networks and other professional and knowledge services. Growth Hubs
will work closely with Technology and Innovation Centres as well as the majority of high
growth potential firms who are not technology based. In order to target firms that have the
greatest potential for growth, growth Hubs will need to be delivered by specialist business
support providers operating a highly distributed model that reaches across the areas covered
by local enterprise partnerships.”
The White Paper also stipulated the following role for LEPs:
•
•

•
•
•

3

Promoting a more entrepreneurial culture, for example through business
engagement in schools and start-up training in further education colleges;
Encouraging and supporting business start-ups, including in more disadvantaged
communities where self-employment can help regenerate communities and build
economic activity;
Helping existing businesses to survive and grow;
Encouraging networks and mentoring, for example through local women’s business
networks; and,
Developing the infrastructure for successful business communities.

October 2010. Local Growth: realising every place’s potential. The Stationery Office
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4.

A Review of the Evidence on What Works

This section explores a range of evidence to identify ‘what works’ for business support with
a particular focus on understanding:
•
•

How businesses grow and the policy implications of this; and,
What has worked on the ground, assessed through evaluation studies.

The review has sourced material from a wide range of sources, primarily national, BIS
sponsored studies or programme level evaluations. As well as looking at evaluation
material, the review has also utilized empirical research which provides a better
understanding of business behaviour and growth patterns which should inform the targeting
and delivery of business support programmes. It has not attempted to review individual
project evaluations or compare value for money of one project against another.

4.1

Understanding Business Growth and Potential Policy Implications

This section reviews a number of studies which inform our understanding of how businesses
grow and the policy implications for business support activity that can be derived from this.
Several studies refer to ‘high growth’ businesses, which are defined in these studies using
the OECD definition as follows:
‘All enterprises with average annualised growth greater than 20% per annum, over a three
year period should be considered as high-growth enterprises. Growth can be measured by
the number of employees or by turnover’
4.1.1 Targeting Growth
Recent research from BIS4 confirms that ‘high levels of growth are not strongly persistent’
and that while a small percentage of firms in any particular period are responsible for a large
proportion of overall growth, we do not find the same firms across consecutive periods. The
research indicates that it is misleading to conclude that a small percentage or subset of high
performance firms consistently drive growth in the economy.
Key Finding: As ‘High Growth Status’ is episodic and intermittent, the researchers question
the value of policy focused on High Growth Firms at the level of the individual firm
Another BIS study identified the obstacles affecting growth in small businesses5. The
research sought to capture business owner’s own perceptions of which obstacles constrain
their business, as well as the effects of owners’ mindsets and attitudes towards growth.
The study explored the relationship between 31 obstacles to growth, which were
categorised into three distinct sets of constraints: Vision, Capacity and Market. Most
businesses had multiple obstacles to growth and smaller businesses tended to report more
obstacles than larger businesses. The research found that 38% of small businesses were
constrained in terms of their capacity, 53% in terms of their vision and 51% in terms of their
market, clearly showing that businesses had constraints in more than one set. The
4

UK Innovation Survey, Innovative Firms and High Growth, Exeter Business School, Brighton Business
School. SPRU – Science and Technology Policy Research. March 2014
5
BIS Research Paper Number 216: Understanding Growth in Small Businesses, March 2015
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researchers plotted these results as a Venn diagram to illustrate the areas of overlap, shown
in Figure 2 overleaf.
Figure 2: Venn Diagram of Constraints to Small Businesses6

Source: BIS: Understanding Growth in Small Businesses

The analysis indicates some limits to the effectiveness of initiatives that focus on specific
factors. For example, initiatives that seek to improve business capacities alone are only
likely to impact on the 6% of small businesses that are only constrained in this area. For the
remaining 94% of businesses, these measures might be necessary, but they are not sufficient
in themselves to improve performance and create growth. The findings suggest that
effective interventions need to be either specifically targeted [at businesses facing the one
constraint] or holistic and multi-dimensional.
Key Finding: As businesses face multi-dimensional constraints, support needs to either be
specifically targeted, or holistic and multi-dimensional.
The study also suggests that the ambitions and perceptions of the obstacles and challenges
involved are often shaped by the mindsets or ‘innate dispositions’ of business owners.
Simply put, owners disposed to growth have greater ambition and tend to report fewer
obstacles than those that are more negatively disposed to growth. Amongst those that
were more negatively disposed to growth, it was common to find that they saw no way
forward or no viable alternative on particular issues and this ‘can’t do’ mindset insidiously
caused immobility in taking decisive action. The report suggests that some business owners
are, at a deep level, disposed to resist change and growth and that the problem is not an
information failure; providing these business owners with information and advice will not in
itself change the way they run their businesses.
Key Finding: Mindsets are an important factor in driving growth. Business support can help
business owners with positive mindsets, but is unlikely to help those with negative mindsets.
Alternative/innovative models may be required to effect change in this group.

6

Note: As businesses could select more than 1 barrier, the results do not sum to 100%.
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Research for the Business Growth Service7, conducted with Manchester Metropolitan
University revealed six components of the high growth mindset:
•
•
•
•
•
•

Market expertise;
Business vision;
Active decision-making;
Growth drive;
Sales drive; and,
Innovation drive.

The rationale for this work was to be able to target business support based on the qualities
of the entrepreneur, instead of the type of business.
Key Finding: It is possible to identify the qualities that make a high growth mindset in an
entrepreneur.
4.1.2 Targeting Innovation
Research exploring Innovative Firms and Growth8 found that Highly Innovative Firms (HIFs)
are not readily distinguishable from Less Innovative Firms (LIFs) using traditional firm
demographic measures. The research finds that younger and smaller firms are more likely
to be highly innovative, but the effect is small. The research does NOT find a particular class
of firms in high-tech, science-intensive sectors concentrated in particular geographical
settings consistently driving innovation. It shows that highly innovative firms are found
throughout the country.
Key Finding: It is not possible to find ‘Highly Innovative Firms’ using traditional firm
demographic measures (such as age, size, sector or region).
The research also finds that innovative status (be it highly or lowly innovating) strongly
persists over time, with 60% of HIFs remaining highly innovative and most LIFs remaining
less innovative (only 10% of LIFs become HIFs over the study period). The research suggests
that highly innovative firms have specific innovative capabilities that take time to
accumulate, are difficult to copy and enable firms to consistently introduce new and
improved products and services.
Key Finding: Being Highly Innovative is a persistent characteristic, reflective of internal
capabilities which build up over time, unlike high growth which is episodic.
HIFs have a significantly higher share of employment accounted for by science and
engineering (STEM) graduates and that this has a large positive influence on a range of
performance metrics. Firms with more science and engineering graduates in their total
workforce are associated with more R&D, more new to market products, more external cooperation and greater use of external information. Conversely, the lack of science graduates
7

http://www.grant-thornton.co.uk/en/Thinking/Six-ways-to-develop-a-high-growthmindset/?previouspage=7265
8
UK Innovation Survey: Innovative Firms and Growth. Exeter Business School, Brighton Business
School, SPRU – Science and Technology Policy Research. March 2014
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employed in LIFS is particularly striking: the median number of STEM graduates employed by
LIFS is zero. The researchers suggest that STEM graduates are a vital ingredient in firms’
innovation capability and assets and that STEM graduates help firms to link external
institutions and develop new products, services and services for international markets. The
authors argue that graduates ‘stimulate demand for innovation as well as its supply’ and
therefore a key function of public investment in the research base, is the production of
STEM graduates, rather than the production of technology or university spin outs.
Key Finding: Employment of STEM graduates within individual firms and activity to retain
graduates in the region is vital to improving innovation capability within firms and the
region.
The study has also been able to unpick and explore the processes that drive growth. It
found that the growth process starts with increased employment, which then leads to future
increases in R&D spending and new to market products, which in turn lead to future
increases in sales, not the other way around. This causal chain suggests that policy should
avoid focusing exclusively downstream and consider what upstream capabilities need to be
in place for increases in employment and ultimately sales to occur.
Key Finding: The innovation growth process starts with increased employment; therefore
innovation support should focus on opportunities to improve businesses internal innovation
capabilities, such as through the employment of STEM graduates.
The study also found that highly innovative firms were not necessarily high growth firms.
The reason for this relates to the ability of firms to capture the value from innovation. To
capture value, firms must also have complementary assets, such as brands, sales forces, links
to customers, managerial skills, financial resources etc. and that without these assets, many
innovative firms are unable to capture value. The research found evidence that HIFs with
these capabilities demonstrate superior performance.
Key Finding: Innovation support should focus on value capture, as well as value creation.
4.1.3 Entrepreneurship Skills and Growth
Research by Hull University Business School9 explored the relationship between
entrepreneurship skills and business performance. The review found that:
•

•

•

•

9

It is possible to identify a set of skills that can be characterised as ‘entrepreneurship
skills’ which are distinct from – although closely related to management and
leadership skills;
Entrepreneurship skills are associated with competence in the process of
opportunity identification (and/or creation), and the ability to capitalise on
identified opportunities and a range of skills associated with realising them;
There is evidence to suggest that there is a positive association between
entrepreneurship skills and some measure of business success and lack of
entrepreneurship skills may be inhibiting business growth in some cases;
There is also evidence to suggest that entrepreneurship skills can be taught or
learned;

BIS Research Paper No 236. Entrepreneurship Skills: Literature and Policy Review. September 2015
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•

Five key elements were identified to enable the successful delivery of
entrepreneurship skills:
o Experiential rather than didactic learning, underpinned by appropriate
theoretical knowledge;
o Involvement of both the individual and the enterprise;
o Group learning, that, as appropriate involves teams from within the
business, not just individual entrepreneurs;
o Delivered as part of wider business support programmes, rather than as a
standalone training courses; and,
o Encouraging some degree of commitment from participants, for example in
the form of (partial) charge.

Key Finding: There is evidence that entrepreneurship skills are correlated with business
growth and can be taught. Successful delivery of entrepreneurship skills should be:
experiential, group based, secure commitment and be delivered as part of a wider support
programme.

4.2

Understanding What has Worked from Evaluation

This section considers evidence from a number of evaluation studies to explore what has
worked in terms of actually delivery. The focus is on understanding what methods and
practices have achieved economic outcomes, rather an assessment of value for money,
which given the varying approaches to delivery and evaluation would not be a robust
analysis.
4.2.1 General Business Support
A recent report by the ‘What Works Centre’ which conducted a systematic review of
evaluations of business information, advice and mentoring programmes10 aimed at
improving business growth and other outcomes, reviewed 700 policy evaluations and
evidence reviews from the UK and other OECD countries. From this 700, 23 impact
evaluation reports met the Centre’s minimum standards (based on relevance of robustness
of methods) for inclusion in the study. This evaluation found that:
•
•

•

Business advice has a positive impact on at least one business outcome in 17 out of
the 23 evaluations;
Programmes that used a hands-on, ‘managed brokerage’ approach may perform
better than those using a light touch delivery model such as providing advice through
a website. Note, however that this conclusion is based on only one direct
comparison study and ignores the question of cost effectiveness; and,
Business advice programmes show consistently better results for productivity and
output than they do for employment. Results for sales, profits and exports are
mixed.

The evaluation failed to find sufficient evidence to come to conclusions about public vs
private delivery or national vs locally led delivery. Importantly the report found it difficult to
reach any strong conclusions on the link between specific programme features and better
firm outcomes.

10

Evidence Review: Business Advice, May 2014. What Works Centre for Local Economic Growth
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Key Finding: There is tentative evidence that hands on approaches may perform better than
light touch delivery models, but this does not consider value for money.
4.2.2 Intensive Support Models
A report by the Enterprise Research Centre, explored leading practice in supporting
‘sustained growth’, as an alternative to the more common focus on ‘high growth’,
recognizing the ‘episodic nature’ and often unsustainable nature of ‘high growth’. The
report examined a range of intensive support programmes from across the OECD to identify
a series of guidelines for intensive interventions aimed at sustaining growth in these
companies. These guidelines were:
1) Enabling effective self-selection - a strong element of self-selection is inevitable in
the provision of support for sustained growth. Enabling effective self-selection by
firms requires a clear proposition from the scheme as well as a clear statement of
required commitments. The proposition needs to be both ambitious and
emotionally engaging, participating in the scheme needs to carry a certain cachet;
2) Selecting participants - a strong element of selectivity by the scheme itself is also
necessary as these programmes are typically intensive and often involve peer-group
and shared-learning activities;
3) Recognising spill-overs - selectivity should include the notion of ‘national benefits’,
positive spill-overs which may be stronger from some SMEs than others;
4) Sustained engagement - schemes to support sustained growth are likely to involve
continued engagement with a business over a period of years; and,
5) Holistic approaches - Supporting sustained growth is likely to require a holistic
rather than thematic support model, with a dual focus on the development of the
business and the capabilities of the firm’s leadership team.
Key Finding: Intensive business support schemes should provide high quality holistic
approaches over a period of years to a selective group of participants. Selection is important
as a key element is peer-group and shared-learning and the right participants will help
develop a ‘cachet’ to being involved, which in turn will drive self-selection and commitment
from participants.
4.2.3 Supporting Innovation
The What Works Centre also undertook a systematic review of evaluations of policies that
aimed to support innovation through increased research and development (R&D)11 – leading
to development and diffusion of new products and processes. The review was split into two
reports: one covering grants, loans and subsidies; the other covering tax incentives. For the
former, the research found that R&D grants, loans and subsidies:
• Impact R&D expenditure, although effects are not always positive;
• Raise innovative activity in recipients, although again effects are not always positive.
The effects differ across types of innovation, and are weaker for patents than for
(self-reported) measures of process or product innovation;

11

What Works Centre for Local Economic Growth. Evidence Review 9:Innovation. October 2015
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• Impact productivity, employment or firm performance (profit, sales or turnover).
There is some evidence that support is more likely to increase employment than
productivity; and,
• Are more likely to improve outcomes for small to medium-size companies than for
larger ones. In part this may be because for larger firms, public support makes up a
relatively small amount of overall R&D spend, so positive effects are harder to
detect. Smaller firms may also be more likely to formalise processes in anticipation
of, or response to, a grant, so that some innovation-related spend is reclassified as
R&D.
They also found that:
• Programmes that emphasise collaboration perform better than those that just
support private firms (as well as those where the programme focus is unclear).
Encouraging collaboration might have an additional positive effect on the likelihood
that an R&D support programme generates positive effects on outcomes of interest;
• Programmes that target particular production sectors appear to do slightly worse in
terms of increasing R&D expenditure and innovation, compared to those that are
‘sector neutral’;
• Evidence on the extent to which public support crowds out private investment is
mixed;
• There is little impact evaluation evidence on key aspects of programme design, such
as eligibility criteria and targeting programmes by firm size;
• Relatively few evaluations consider the timing of effects. In particular, there is a lack
of studies considering long-term impacts of interventions (ten years plus). However,
the small number of studies that are able to consider the time profile of effects, do
not suggest that programme effects get stronger over time;
• Relatively few evaluations consider more than one element of the ‘chain’ from
increased R&D spend, through innovation, to improved firm performance. Results
from these studies are mixed; and,
• Programme spend and operational cost data is rarely available to evaluators. This
makes it very hard to assess the cost-effectiveness of public R&D grants and subsidy
interventions.
Key Finding: The evidence suggests that ‘grants, loans and subsidies’ may not be a
particularly effective tool to drive innovation. This is consistent with the empirical research
referred to previously, which suggests that innovation related growth is driven by increasing
human capacity.

4.3

Approaches to Co-ordination and Simplification

As highlighted in the strategic context, there have been several attempts to co-ordinate and
simplify business support. In 2008, the previous Labour Government attempted to simplify
the business support landscape with the introduction of ‘Solutions for Business’ as a
common branding for 30 types of business support. All products had to be migrated to the
new branding by March 2010, with the number of products ultimately reduced to 13 to
focus on growth potential businesses. However, it has not been possible to find an
evaluation which has reviewed the success of the approach to simplification (although
studies have evaluated the impact of specific products/groups of products).
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Similarly, there are not yet comprehensive evaluation studies available that consider the
most recent attempt to simplify the landscape, through the development of local Growth
Hubs. However, an early study12, which looked at four case studies of localised business
support and skills policy interventions found similar challenges and lessons during their
start-up and roll-out phases:
•
•

•
•

•

Attracting external funding was critical to enable the interventions to scale up their
services;
Time taken to develop partnerships and programmes is often under-estimated but
forms a critical part of the development and design of each of the four
interventions. Personal reach into local networks is critical for identifying and
engaging with delivery partners and target businesses;
Business engagement to support the design of the policy intervention is important;
All the projects examples faced challenges in defining and measuring Value for
Money (VfM) given the absence of clear benchmarks and the multiplicity of funding
sources; and,
All the interventions recognised the importance of developing robust governance
arrangements.

Summary of Key Findings – What Works
Research into business growth patterns shows that:
•
•
•

‘High growth status’ is episodic and intermittent, therefore the researchers question
the value of policy focused on High Growth Firms at the level of the individual firm.
As businesses face multi-dimensional constraints, support needs to either be
specifically targeted, or holistic and multi-dimensional.
Mindsets are an important factor in driving growth. Business support can help
business owners with positive mindsets, but is unlikely to help those with negative
mindsets. Alternative/innovative models may be required to effect change in this
group.

Research relating to innovation has found that:
•

•

•

12

It is not possible to find ‘Highly Innovative Firms’ using traditional firm demographic
measures, but other measures can be used to find them. Once found, unlike High
Growth Firms, being Highly Innovative is a persistent characteristic, reflective of
internal capabilities which build up over time. The policy implication is that it may
be worth targeting Innovative Firms.
Employment of STEM graduates within individual firms and activity to retain
graduates in the region is vital to improving innovation capability within firms and
the region. Therefore, interventions which help retain STEM graduates and place
them within businesses may be beneficial.
The innovation growth process starts with increased employment; therefore
innovation support should focus on opportunities to improve businesses internal

BIS Research Paper Number 156. Research on Understanding Localised Policy Interventions in
Business Support and Skills. December 2013
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•

innovation capabilities, such as through the employment of STEM graduates.
Innovation support should focus on value capture, as well as value creation, as this is
one of the reasons why highly innovative firms do not grow.

The evaluation literature provides little evidence that would inform project or programme
design – mainly due to a lack of studies which test in a robust way, different approaches to
tackling problems. However, key findings from the evaluation literature are that:
•
•

•

There is tentative evidence that hands on approaches may perform better than light
touch delivery models, but this does not consider value for money.
Intensive business support schemes should provide high quality holistic approaches
over a period of years to a selective group of participants. Selection is important as
a key element is peer-group and shared-learning and the right participants will help
develop a ‘cachet’ to being involved, which in turn will drive self-selection and
commitment from participants.
The evidence suggests that ‘grants, loans and subsidies’ may not be a particularly
effective tool to drive innovation. This is consistent with the empirical research
referred to previously, which suggests that innovation related growth is driven by
increasing human capacity

Recommendations:
•

•

•

•

•

Targeting - whilst seeking out High Growth Firms may be questionable, there could
be an argument for seeking out Innovative Firms and providing them with a)
additional human capacity and, b) support to capture value.
Diagnostics - the Growth Hub’s diagnostic process should seek to understand the
multi-dimensional nature of the constraints acting on each business and develop a
‘holistic approach’ to addressing these constraints, within the framework of support
available in the LEP area.
Graduate retention - the LEP should work with the area’s three universities to
address the challenge of graduate retention, exploring the role of student
placements, graduate placement schemes and alumni networks.
Understanding what works - the LEP should work with the ‘What Works Centre for
Economic Growth’ to design experimental business support approaches which test
and trial different/innovative ways of achieving the LEP’s priorities whilst providing
robust evidence for what works in the Heart of the SW.
Monitoring and evaluation -all publicly funded business support should be
evaluated and the reports published on the LEP’s website. The LEP’s economic
intelligence group should regularly monitor national research and evaluation
evidence to inform commissioning of future business support and advice.
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5.

Demand for Business Support

This section of the report explores demand for business support services, covering:
•
•
•
•
•

Opportunities and barriers for growth in the Heart of the SW;
Overall demand for business support services;
The characteristics of businesses that use services and those that do not;
The type/nature of business support services sought by businesses; and,
Barriers to take-up of business support services, latent demand and market failure.

Evidence is drawn from a number of sources including:
•
•
•
•

5.1

The 2014 Small Business Survey 2014 (BIS);
Data from national and local programmes (e.g. gov.uk helpline, Heart of the
SW Growth Hub, Business Growth Service etc.);
Heart of the SW business survey; and,
National research into business support.

Key Opportunities and Barriers to Business Growth

Information from the Business Growth Service13 shows that in the LEP area, Business Growth
Service (BGS) Managers have identified barriers to growth that are similar to those found
across their whole contract. Figure 3, shows that the top four are:
1)
2)
3)
4)

Strategy and management;
Skills and staff;
Sales and marketing; and,
Finance.

Information about different sizes of business shows that these issues are of different relative
need between the groups, as illustrated in Figure 4 with:
•
•
•

Medium sized businesses more likely to identify skills and staff; and strategy and
management as barriers, than smaller businesses;
Start-ups being the group most likely to identify finance as a barrier; and,
Medium sized businesses being much more likely to identify competition and
external constraints as a barrier than their smaller counterparts.

However, when BGS clients were asked by their advisor to identify their ‘big ideas to drive
growth’ there was a difference between these and the barriers identified by their advisor.
Figure 5 shows that the top five are:
1) Sales and Marketing;
2) Innovation;
3) Expansion;

13

Jun 2015. Business Growth Service: Local Information Report for Heart of the South West. BGS
Growth Observatory
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4) Strategy; and,
5) Skills and people.
Comparison of the barriers and ideas shows that while strategy; and sales and marketing are
in the similarly placed in the two graphs, skills and staff are at opposite ends – the biggest
barrier for most business but one of the least identified ideas. This is particularly marked in
medium sized businesses where it was a barrier for 67% but 0% identified it as an idea to
drive growth, as shown in Figure 6.
Key Finding: Businesses owners do not think of ‘skills and people’ in the context of ‘ideas to
drive growth’. This is consistent with national research14, which found that many owners fail
to make the best of existing (management and workforce) resources.
Figure 3: Barriers to Growth
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BIS Research Paper Number 216: Understanding Growth in Small Businesses. March 2015
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Figure 4: Barriers to Growth by Size of Business
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Figure 5: Big Ideas to Drive Growth
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Figure 6: Big ideas to Drive Growth, by Size of Business
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The 2012 LEP business survey explored a range of issues including business confidence and
growth, skills and training, recruitment and innovation activity. As part of this support needs
were also captured. Although some caution needs to be exercised in interpreting these
survey findings given that the research was undertaken in 2012 at a time when business
confidence was particularly low, they nevertheless provide evidence of support needs for
key topics relevant to business support as follows:
•
•
•
•

Innovation;
Expanding business reach;
Skills and Training; and,
ICT.

The availability of finance, cost of finance and excessive perceived economic risks were
reported to be the most restrictive factors in the development of new products, services or
processes .
External organisations were seen as being important in assisting with innovation, but the
most important organisations were, in order of importance:
1)
2)
3)
4)
5)

Clients/customers;
Suppliers;
Competitors;
Professional/trade associations;
Consultants;
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6) Government/research institutes;
7) Commercial labs/R&D centres; and,
8) Universities.
A lack of awareness of the available support was a key reason why universities were not
considered important.
Key Finding: Customers, supply chains and competitors have an important role in assisting
with innovation.
Businesses were also asked how important innovating, networking, acquiring knowledge and
collaborating were for the success or growth of their business. Table 2 below shows that
acquiring knowledge and networking were the most important factors for growing their
business.
Table 2: Importance of Growth Factors

Growth Factors
1) Acquiring knowledge - Developing the knowledge you need to move
forward
5
Networking - Increasing your business contacts and communication circle
6
Innovating - Creating new products / services / processes
7
Collaborating - Working with others, including businesses, colleges and
universities

% responding very
or fairly important
85%
83%
76%
57%

Source: SERIO, Heart of the SW Business Survey, 2012

Businesses were also asked whether they had experienced any barriers in relation to
innovating, networking, acquiring knowledge or collaborating. Answers were provided in
free text but coded to categories for the type of support that would help them to overcome
any barriers. The top two were funding (including addressing the cost of the above factors)
and having more time (including finding extra staff to deliver a growth project). The next
most commonly mentioned support requirements were:
•
•
•

Access to information (including signposting to support services);
Marketing information or advice; and,
Training.

The survey explored the geographical markets served by respondents in the Heart of the
SW. When considering expansion plans, the survey found that many businesses felt their
business was too small and therefore expansion into export markets was not appropriate so
support was not required by the majority. Finance (21%) was the most frequently stated
type of assistance that would encourage exploration of wider trading, followed by marketing
support, and the provision of information, advice or guidance.
Factors that would encourage increased staff training and development are shown in Table 3
overleaf.
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Table 3: Factors that would Encourage Increased Staff Training and Development

Source: Heart of the SW Business Survey, 2012. SERIO

The survey also explored barriers to ICT use. Unsurprisingly the most common was that
their internet connection was too slow (30%), but others included:
•
•
•
•

5.2

Not enough skills staff/staff require training (15%);
Lack of knowledge of the benefits (10%);
Lack of internal systems (7%); and,
Not enough advice available (6%).

Overall Demand for Business Support Services

The 2014 Small Business Survey15 explored the take-up of business support services across
the UK. It found that 44% of SME employers had sought external information or advice in
the last 12 months, down marginally from the 2012 survey result of 45%. The survey also
found that the proportion seeking information or advice varies by employment size band,
with 61% of medium sized businesses seeking advice, compared to 51% of small businesses
and 43% of micros. Compared to 2012, there has been a decline in the number of small and
medium sized businesses seeking advice.
Key Finding: Larger businesses are more likely to seek information and advice than smaller
businesses

15

BIS RESEARCH PAPER NUMBER 214: Small Business Survey 2014: SME employers, March 2015
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5.3

Characteristics of Businesses that use Advice Services

The Small Business Survey 2014 also provided an insight into the types of business most
likely to seek support.
Table 4: Characteristics of Businesses Seeking Support

Business
Characteristics
Business Size

Propensity for Seeking Support

Sector

Differences by SIC code did not vary substantially. The highest at 52% was SIC
groups A,B D and E, representing primary production industries of agriculture,
mining and utilities. The lowest at 25% was ‘other services’. When grouped,
production companies were more likely to utilise support (36%) than services
(32%).
Younger businesses were more likely to seek support than older businesses:
< 4 years – 41%
4-10 years – 38%
>10 years – 30%
Start-ups were more likely to seek support (41%) than non-start-ups (32%)
Exporters were more likely to seek support (46%) than non-exporters (31%)
Businesses proposing growth were more likely to seek support (41%) than those
not proposing growth (25%)
Businesses that have sought finance in the last 12 months were also more likely to
seek business support (52%), than those that had not (30%)

Age of Business

Start-ups
Exporters
Proposing
Growth
Seeking Finance

Smaller businesses are much less likely to have sought support in the last year
than larger SMEs as the data below indicates:
• 29% - zero employees
• 43% - 1-9
• 51% - 10-49
• 61% - 50 - 249

Source: BIS, Small Business Survey 2014. All SMEs (including those with zero employees)

Key Finding: Businesses in the following groups were more likely to seek support: larger
businesses, younger business, production businesses, start-ups, exporters, businesses
proposing growth, and those seeking finance.

5.4

The Type and Nature of Support Services Sought

The Small Business Survey also differentiates between information and strategic advice. In
England, 15% sought information only, 11% sought strategic advice and 11% sought both of
these. Table 5 shows the main reasons for seeking each.
Table 5: Top Five Reasons for Seeking Strategic Advice and for Seeking Information

Top Five Reasons for Seeking Strategic Advice
1) Business Growth (39%)
2) Financial/general running of the
business (13%)
3) Business efficiency/productivity (8%)
4) Marketing (7%)
5) Advice/info on where to get finance
(8%)

Top Five Reasons for Seeking Information
1) Tax/N. I. insurance, law and payments
(16%)
2) Financial/general running of the
business (15%)
3) Business growth (14%)
4) Employment law/redundancies (13%)
5) Business efficiency/productivity (9%)

Source: BIS, Small Business Survey 2014. SMEs with at least one employee
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The reasons for seeking advice and information were also analysed by three high level
headings:
•
•
•
•

To get a better understanding of how to develop and grow the business, or to
exploit a business opportunity;
Concern about the continued operation of the business, or an obstacle encountered;
Because information/advice was available, and there was no pressing need; and,
None of these.

Figure 7 below shows that the main motivation for seeking advice/information was to grow
a business. Those looking to grow a business were much more likely to seek out strategic
advice than information (59% compared to 33%). However, those with a concern about
their business were more likely to seek information (17% sought strategic advice, compared
to 28% seeking information).
Figure 7: Reasons for Seeking Strategic Advice or Information
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Key Finding: When businesses want to grow they seek strategic advice; when they have a
concern, they seek information.
Unfortunately, comparable data is not available at the LEP level; therefore proxy data
relating to actual enquiries received by key service providers must be used. However, it
should be noted that the Small Business Survey shows that accountants, consultants and
business advisors were the most popular sources of business advice and information
nationally, therefore enquiries to publicly funded provision are unlikely to be representative
of the wider need.
The following two graphs (Figures 8 and 9) show the most popular types of enquiry to the
Peninsula City Deal Growth Hub and the National Business Support Helpline. Finance and
start up support are very common for both services (note that for the National Helpline,
finance is split for start-up and established businesses but is 18% combined). Regulations
are also a consistently high enquiry type nationally.
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Figure 8: Enquiries to Peninsula City Deal Growth Hub (number)

Source: Peninsula City Deal Growth Hub Dashboard Feb 2015.

Figure 9: Enquiries to National Business Support Helpline from Heart of the SW (for 12 months to April 2016)

Source: National Business Support Helpline Dashboard 07/04/2016

A comparison with table 5 previously, suggests that these sources of advice are primarily
utilized for ‘information’ rather than ‘strategic advice’.
There is some evidence of supply driving demand. Of the 585 enquiries to the national
helpline, 209 came from the .GOV.UK website and 205 from an internet search engine so it
is likely that, to some extent, supply is driving demand for the national service. Similarly,
with the City Deal service, about one-third of enquiries came from events and half from the
website, suggesting that enquiries may be directly linked to the promotion of the services.

5.5

Barriers to Take up of Business Support and Market Failure

BMG Research undertook a study for BIS exploring barriers to take up and use of business
support in 201116. In relation to latent demand, it found that:

16

Research to understand the barriers to take-up and use of business support. For the Department
for Business Innovation and Skills (BIS). Final Report July 2011. CEEDR and BMG Research
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•

•

An estimated 28% of SME employers had a latent demand for formal business
assistance over the last three years; half were non-users that did not recognise their
need for assistance, despite experiencing unresolved problems; a third were non
users that did recognise their need for assistance; and one in seven were users who
had other unmet needs for assistance; and,
Non users with recognised needs tended to be younger businesses that were growth
orientated and run by younger aged and less experienced managers. In contrast,
the non-users with unrecognised needs tended to be older businesses that were
survival orientated and run by less well educated older managers. Women-led and
minority ethnic group led businesses were significantly more likely to report having
an unmet need for strategic advice than other businesses.

Key Finding: There is latent demand for business support, although as research referenced in
section 4.1.1 highlights, a proportion of these are likely to have negative mindsets and
unlikely to be receptive to assistance.
The BMG research identified three main categories of market failure, detailed in Table 6.
Table 6: Main Types of Market Failure and Types of Businesses Associated with Each

Type of Market Failure
Doubts about the benefits and
value of assistance in relation to
the expense and time involved

Relationship failures such as not
being able to trust external
advisors or concerns about
whether advisors would
understand the business

Concerns about being able to
access appropriate assistance

Detailed Findings
55% identified this as a reason for not seeking
assistance.
Most relevant to businesses in the hospitality, financial
and business services sectors and businesses that
were not growing.
44% identified this as a reason for not seeking
assistance.
Most relevant to businesses in the retail and
distribution, hospitality and construction sectors and
survival orientated businesses.
Lack of confidence to approach professional advisors
was particularly evident amongst young businesses in
their first year of trading, less experienced owner
managers and women led and minority ethnic group
led businesses.
35% identified this as a reason for not seeking
assistance. These concerns were most commonly
found in the retail/distribution and hospitality sectors
and also amongst women led and minority ethnic
group led businesses.

Source: BMG, 2011

The research also found a lower willingness to pay for external advice amongst non-users.
Whilst half of non-users were prepared to pay for external advice, very few would be willing
to pay more than £50/hour, even though most users paying for external assistance paid at
least this much.
The Small Business Survey 2014, found that 54% of SMEs that used information paid for it,
as did 56% of those that used advice. In relation to strategic advice, medium sized
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businesses (76%) and small businesses (63%) were more likely to have paid for strategic
advice than micros (54%). Those in the information/communication and business services
sectors were most likely to have paid (both 74%). In relation to information, again medium
and small businesses were more likely to have paid than micros, but businesses in the
manufacturing sector were most likely to have paid for information.
Key Finding: The majority of SMES paid for information and advice, although larger
businesses are more likely to pay than smaller businesses.
Summary of Key Findings – Demand for Business Support
•
•

•
•

•

•
•

•

There is limited data about business needs/behaviour at the LEP level.
Barriers to growth identified in the Heart of the SW reflect the national picture and
key barriers include strategy and management, skills and staff, sales and marketing
and finance, although businesses themselves often fail to see ‘staff’ as an
opportunity for growth.
Nationally less than half of SMEs seek external support, but there is estimated to be
28% unmet demand.
Businesses with the following characteristics are more likely to seek external
support: larger businesses, those in production related sectors, younger businesses,
start-ups, exporters, growing businesses and those seeking finance.
Businesses looking to grow were more likely to use strategic advice than
information only services whereas those with a concern about the business were
more likely to seek information.
Nationally, the majority of businesses are prepared to pay for advice (56%) and
information (54%)but the willingness to pay varies by size of business and sector.
The most significant market failures (in order of importance) were:
o Doubts over the benefits and value of assistance in relation to the expense
and time involved;
o Relationship failures such as not being able to trust external advisors or
concerns about whether advisors would understand the business; and,
o Concerns about being able to access appropriate assistance.
These market failures were particularly significant in some sectors more than others,
for businesses that were not growing, survival orientated businesses, younger
businesses and businesses led by women and minority ethnic groups.

Recommendations – Demand for Business Support
•

•

Robust data - the Small Business Survey provides a wealth of unbiased, robust data.
The survey should be expanded to provide data that at LEP level, whilst maintaining
the economies of scale, comparability and quality that can only be achieved through
a national survey.
Better information - a key requirement of public sector investment is to improve
the functioning of the business support market to help overcome the market failures
above. A key role for the Growth Hub is therefore to facilitate better information
for customers to make informed decisions about the business support they need.
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6.

Supply of Business Support

This section explores the evidence relating to the supply of business support available in the
LEP area. This is based on:
•

•

Analysis of the data collected as part of the initial mapping exercise, covering 324
services, although please note that this contains limited information about the
actual services; and,
Analysis of the data provided in response to our survey of business support
providers. Again the data is limited, as only 22 providers completed the survey.

Whilst not officially part of the mapping study, the data has been augmented by emerging
findings from the SW Growth Hub’s survey of business support provision. The survey is not
as detailed as the one required for this study, but has had a better response rate (currently
64, although it is expected to increase, as support organisations are required to complete
the survey for the Growth Hub to refer to them).

6.1

Overall Provision

This section is informed by the primary data collected as part of the initial mapping of
business support provision during stage 1 of this study.
The mapping exercise identified 324 schemes operating across the Heart of the SW area
(including national schemes). Figure 10 below shows the distribution of this support by the
type of support provided (the main type of activity for each scheme).
Figure 10: Distribution by Type of Support Available

Over 300
schemes

100
Providers

Heart of the SW
LEP Growth Hub

Source: Source: Heart of the SW Mapping and Simplification Study, Initial Mapping
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In addition to the schemes above, the mapping exercise also identified:
•
•
•

104 business networks;
88 managed workspaces; and,
Private sector provision in relation to:
o Legal;
o Marketing and design;
o High growth expertise; and,
o Access to finance.

At first glance this analysis would suggest that there are no gaps in provision, however, the
analysis above does not consider:
•
•

The geographical availability of services; or,
The nature of those services in terms of what they actually offer to businesses and
the extent to which the services on offer meet the needs of businesses in the Heart
of the SW.

In the following sections we will review these issues in more depth.

6.2

Geographical Distribution

Table 7 below shows that the geographical distribution within the LEP is somewhat patchy,
depending on the type of provision offered. For instance, the following types of service are
not available universally across the Heart of the SW:
•
•
•
•

Digital capability;
Emergency;
Sales and Marketing; and,
Tendering.

Similarly, the data suggests that there may be a confusing array of potential services for the
following types of provision:
•
•
•
•
•

Business Planning;
Finance/Funding to establish a business;
HR and Recruitment;
Planning for business growth; and,
Starting a business.

Whilst the data does not allow geographical analysis by smaller geographical areas, it is clear
from the database that some services are only available in particular localities such as
Sedgemoor, Exeter and Torbay.
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Table 7: Type of Provision by Geography

Type

Business Planning

Devon
(including
Plymouth
and
Torbay)
17

Digital Capability

3

Emergency

Somerset

Peninsula
Wide

Heart of
the SW

National

5

5

4

2

7

1

Environment & Renewables

1

Finance/ funding Est Businesses

5

4

9

1

9

HR & Recruitment

4

1

6

2

9

Innovation & IP

1

International Import/ Export

4

1

Planning for business Growth

2

1

Premises/ Property

3

Sales and Marketing

1

Skills & Training

9

8

12

44

Starting a Business

4

1

7

3

13
1

24
1

8

1

5

5

Start-up Finance/ grants

1

Tendering

1

2

Regulations

2

Farming

4

Total

54

23

60

5

67

Source: Heart of the SW Mapping and Simplification Study

This finding is supported by the survey of business support providers, which found that only
56% of services were universally available to businesses in the Heart of the SW area. For
services not universally available, respondents confirmed that they were available at district
or county level or a combination of administrative areas.
Key Finding: Business support services are geographically fragmented and incoherent across
the Heart of the SW.
The fragmented profile to some extent reflects the distribution of business support
providers, some of which have a history of working in a particular area or location, although
many now operate beyond these historical bases. Analysis of our providers shows that only
eight operate in Somerset compared to 20 in Devon, although 22 operate across the whole
Peninsula.
Key Finding: Providers in our area include a blend of local, regional and national delivery
organizations, with over-lapping remits.
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6.3

Nature of Support Provided

The schemes mapped in the initial mapping exercise varied considerably in scope and
nature. Some targeted specific sectors/types of business with in-depth support and others
offered a more general, but light touch service or website. However, the initial mapping
exercise did not collect sufficient information to allow an analysis on these variables.
Service providers completing our on-line survey mainly provided face to face support to
individual businesses (53%), although 35% provided a combination of one to one and one to
many support. In contrast, 12% provided services that were mainly online. Of these, 41%
stated that clients received on average less than 3 hours support, 25% between 3 and 12
hours and 23.5% at least 12 hours of support.
Table 8 presents data from the emerging Growth Hub database which shows that 21 of the
64 registered services provide ‘advice’ and 14 provide events and workshops, although these
were usually part of a wider combination of services. Further, 14 provided grants; two
provided loans; three provided networking opportunities; one offered research and
knowledge transfer and another subsidized workspace. Data also shows that six provide
‘on-line tools’. However, not all providers answered this question and respondents were
able to select as many options as they wished.
Key Finding: There is a lack of robust data available to understand the intensity and levels of
support provided through information and advice schemes.
Table 8: Types of Services Provided

Count of Services
Grants

14

Advice

21

Loans

2

Events/workshops

14

Networking opportunities

3

Research & knowledge transfer

1

Subsidised workspace

1

Source: Heart of the SW Growth Hub Database of Providers

Summary of Key Findings – Supply of Business Support
•
•

•
•

•

The Mapping Exercise found over 300 business support schemes operating across
the Heart of the SW.
With the exception of national/Peninsula wide delivery, only five schemes operated
across the whole of the Heart of the SW Area, with a large number serving specific
local geographies.
Business support services are geographically fragmented and incoherent across the
Heart of the SW.
There is insufficient information about the quality and nature of support provided to
be able to assess if the available schemes serving a particular market (e.g. start up
support) meet the needs of business in the Heart of the SW area.
There is insufficient information to assess the extent to which existing schemes are
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good quality and offer services that represent ‘good practice’.
Recommendations:
•

6.4

Future Mapping - In future, it is recommended that the data capture process
focuses on the key variables necessary to understand the type, nature and quality of
provision available in the area. The Heart of the SW Growth Hub will be responsible
for conducting future mapping exercises. As such, there will be a motivation for
providers to engage in the process in future which should help the Growth Hub to
capture basic information about key services offered as part of their day to day
operation.

Discussion - Overlaps, Duplication and Gaps

The evidence presented earlier in this chapter is reviewed within this section to try and
understand the extent to which there are overlaps, duplication and gaps in the current
business support offer.
6.4.1 Gaps
At a headline level, there appears to be a multitude of services covering all the main topic
areas. However, when we review the availability by geographical area, gaps begin to
emerge, with the following services not available universally across the Heart of the SW:
•
•
•
•

Digital capability;
Emergency;
Sales and Marketing; and,
Tendering.

Further, there are also likely to be geographical gaps associated with other types of service
as many schemes served specific Local Authority geographies (e.g. South Somerset or
Exeter).
In terms of support across key topic areas (e.g. business planning), a count of the number of
schemes providing this service is a crude measure, as it tells us nothing of the quality/nature
of the service provided. For instance, whilst we may have 23 schemes providing
finance/funding for established businesses, we cannot tell if any of these schemes provide
investment readiness support, which was identified as an important priority for the LEP.
Similarly, we cannot tell whether any of the 39 schemes providing innovation and IP support
currently offer solutions which are aligned with the findings from the UK Innovation Survey
and highlighted previously in section 5.1.2 of this report.
6.4.2 Overlaps and Duplication
The findings of the mapping exercise suggest that overlaps and duplication between services
is likely, with what appears to be a plethora of potential choice in the provision of some key
topics (e.g. business planning). However, a lack of detail about the services offered and
markets served means that we are not able to confirm precise areas of overlap or
duplication.
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Whilst having a plethora of locally available provision across key business support topics
provides businesses with potential choice, it also risks confusing businesses, especially as
there is a lack of impartial information about these services, the nature of their offer and
their proposition for potential clients. This lack of information means that the three main
market failures highlighted previously in this report will continue to persist:
•
•
•

Concerns about the costs and potential benefits;
Trust in the advisor; and,
Being able to find the right support.

Whilst choice and local delivery are potential advantages, disadvantages to the current
model include:
•
•
•
•

Poor value for money for the public purse as economies of scale and critical mass
cannot be reached;
Higher total overheads, as multiple schemes require management;
Difficulties for the business to navigate and find the support required; and,
Overlaps and gaps in provision.

Our review of what works has shown that the business support simplification challenge has
persisted for decades and no previous approaches have been successful. However, the
prospect of Devolution may present an opportunity to consolidate business support
resources (and funding) around a clear and coherent public sector offer, which complements
private sector provision. Current co-ordination arrangements in the Heart of the SW area are
reviewed in the next chapter.
Recommendations:
Locally, Devolution partners should come together to consider how, over time, public
funding for business support could be better utilised to:
• minimise the geographical fragmentation of business support, without compromising
the ability of local areas to target local issues;
• reduce the number of schemes to make it easier for businesses to find support;
• consolidate public resources to achieve economies of scale, greater impact and better
value for money; and
• provide high quality, best practice services which meet economic growth priorities; and
complement and add value to private sector provision.
Devolution partners should also work with the Growth Hub to develop a clearer
understanding of current delivery and key gaps in provision and to raise standards and
improve evidence based delivery. All public sector funded support, should be evaluated and
the reports published on the LEP website.
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7.

Co-ordination of Business Support in the Heart of the SW

The previous chapter highlighted that the business support landscape is fragmented and
confusing, with potential overlaps. This chapter explores a number of issues to inform the
debate about how provision might be better co-ordinated. It seeks to understand:
•
•
•
•

How businesses currently navigate the system and access business support;
How business support providers recruit customers and promote services;
Referral patterns between providers; and,
Current arrangements for the new Heart of the SW Growth Hub to provide context.

It concludes with an analysis of opportunities to improve co-ordination practice and
implications for future business support delivery.

7.1

What are the Main Routes by which Businesses Access Support?

The Small Business Survey 2014 provides some insights into the types of organisation that
businesses approach for advice and information. This highlights the importance of the
private sector (accountants, consultants/business advisors, solicitors/lawyers and banks) as
sources of both advice and information. Business networks and trade associations also play
a significant role, as shown in Table 9.
Table 9: Sources of Advice and Information for SMEs

Top 10 Sources to Approach for Advice
Accountant – 37%
Consultant/business advisor – 21%
Business networks/TA – 9%
Bank – 8%
Solicitor/lawyer – 7%
Growth Accelerator – 5%
Bus rep organisations – 3%
Specialist financial advisor – 3%
Chamber of commerce – 3%
Local Authority – 3%

Top 10 Sources to Approach for Information
Accountant – 39%
Consultant/business advisor – 9%
Internet search – 8%
Business networks/trade associations – 7%
Solicitor/lawyer – 7%
.gov website/business link website – 5%
Business representative organisations – 4%
Bank – 4%
Local authority – 2%
Enterprise agency – 2%

Source: Small Business Survey, 2014

In the Heart of the SW area, there are over 1,000 accountants, 20 have a turnover over £1m
and they have registered offices across the LEP area. Not all provide a business advice
service but the Institute of Chartered Accountants (ICAEW) have a Business Advice Service
where anyone can search for local providers. There are over 140 within 40 miles of Exeter.
‘Lawyers for your business’ is managed by the Law Society and their ‘Find A Solicitor Service’
enables searches through a webpage, email or telephone service. They report 73 business
lawyers within 25miles of Exeter, 45 around Plymouth, 85 around Taunton and 16 around
Bideford indicating excellent coverage of the LEP area.
One hundred and five networks were found to operate in the area and it is expected that
there are more. These are run independently, mainly as membership organisations (usually
with a not-for-profit structure), or are associated with public academic or economic
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development activities. Several are local branches of national organisations such as the
Federation of Small Businesses (FSB) and Chamber of Commerce and have a local focus.
Key Finding: The private sector and business networks are the main source of information
and advice for business. Publicly funded provision needs to complement private sector
provision, therefore helping to address the market failures associated with why some
businesses do not utilise these services.
Key Finding: The private sector and business networks are an essential part of the business
support landscape, often providing the first point of contact for businesses. It is important
then, that private sector providers are aware of other private and public provision which
complements their own services.
7.1.1 Communication Channels
Figure 11 shows where SME employers go for information on what the Government is doing
to support small businesses. This shows that a much higher proportion use general internet
or gov.uk searchers (almost half). However, business representative organisations, trade
associations and chambers of commerce were also an important source of this information
(13%), as well as accountants (15%).
Figure 11: Where SME Employers go for Information on what the Government is Doing to Support Small
Businesses?

Bank
Nowhere
manager/advisor
Business
colleagues/peers
/networks
Local Authority

Don't
know

Internet search

Other
Government
websites

gov.uk
website

BROs/Tas/Chamb
ers of Commerce
accountant
Source: Small Business Survey, 2014

Key Finding: After the internet, accountants, business representative organisations, trade
associations and chambers of commerce were the next most important source of
information on what the Government is doing to support small business. This confirms that
they are a key source of information for businesses and could help promote other services.
The Small Business Survey 2014 also looked at methods for receiving advice and information
and found that:
•

Advice – 65% received this face to face, 12% over the phone, 9% through a website
and 5% via email. Medium sized businesses were less likely than average to receive
advice via websites (5%) or emails (3%); and,
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•

Information – 45% received this face to face, 19% through a website, 18% over the
phone and 10% via emails.

Key Finding: Face to face is still the most used method of receiving information and advice.
Table 10 below shows the number of unique businesses that engaged with the Peninsula
City Deal Growth Hub during its first 12 months and the source of the enquiry. Over half
used digital mechanisms. GAIN was the supplier of the service so was the primary referral
partner. Monitoring data does not capture whether any other organisations or support
services were regularly making referrals although evaluations of national services regularly
show that partner referrals were an important source of enquiries.
Table 10: Sources of Enquiry to the Peninsula City Deal Growth Hub

Enquiry Receiver

Source of Enquiry

To 31
Mar

Monthly Average

Peninsula City
Deal Growth Hub

Enquiry to helpline (telephone and email)

580

48

Exhibiting, presenting and 1:1

660

55

LinkedIn comment

9

1

Meeting

3

0

245

20

1,497

125

Meeting

14

1

Networking

43

4

Presenting

15

1

72

6

gaininbusiness

1,618

135

LinkedIn Group

2

0

GAIN Exchange Total

1,620

135

Grand Total

3,189

266

Networking
BES Total
GAIN

GAIN Total
website

Source: Peninsula City deal progress monitoring Report April 2015

Average monthly enquiries show that approximately equal numbers of businesses engaged
through the digital and personal services. Enquiries direct to the helpline were
approximately one third each for telephone, email and in-person channels.
Data shows that the most commonly cited mechanism for a business to find out about a
service and subsequently engage with it was through an expert, advisor or word of mouth.
Further, 30-50% of businesses that engaged with services did so through events (note
networking events are sometimes listed separately with less impact so this suggests
productive events are where the business meets an advisor one-to-one). Broad service
communications – through social media, internet presence and email - are also important.
Key Finding: Personal contact remains an important method for driving engagement in
business support services.
Inbound enquiries to the National Business Support Helpline are shown in Figure 12. These
split between telephone calls (89%), email (3%), social media (2%) and webchat (6%). These

40

figures are in addition to enquiries on the .GOV.UK website although almost half of enquiries
to the helpline come from the website. The monthly average was approximately 68 since the
Peninsula City Deal Growth Hub closed and was approximately 45 per month while the two
ran simultaneously.
The evaluation of the Business Support Helpline and Gov.uk found that:
•

•

•

•

•

The reasons for calling the helpline were most commonly related to starting a
business and funding. Many people chose to call the Helpline having not found all
the information they were looking for on gov.uk or because they preferred to speak
to a person;
The typical gov.uk user sought a specific piece of factual information; in particular
information related to employing people, tax or legal issues or used the website to
undertake administrative activities. Gov. uk is used by all sizes of business, but is
more likely to be used by relatively new businesses, those with growth ambition and
women-led enterprises;
The gov.uk website is addressing market failure associated with widespread lack of
trust in business support providers, as it is widely recognised as a Government
service is generally perceived as being official and impartial. The majority of users
reported that it was a service they could trust;
In relation to the helpline, two-thirds of callers were pre-starts and most of the
established businesses had no employees. These groups were over-represented
when compared to the general business population; and,
Stakeholders and users felt that social media is becoming an increasingly important
channel for communicating and engaging with business people.

Figure 12: Total Inbound Calls to the National Business Support Helpline

Source: National Business Support Helpline Dashboard 07/04/2016

The notable difference between the national and local services is that the National Helpline
has no in-person engagement mechanism, whereas the City Deal Growth Hub relied heavily
on directly meeting businesses at events.
Key Finding: Businesses are using multiple channels to access the information they need.
While on-line is a growing channel, it is insufficient in itself.
Key Finding: Businesses are mainly using the national gov.uk and helpline service for
‘information’, not strategic advice.
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Key Finding: the national gov.uk and helpline services are not strongly supported by
established businesses.

7.2

Current Practices Amongst Business Support Providers

This section considers targeting and recruitment practices as well as referral processes.
Figure 13 shows that the most common methods for recruiting new clients to their service
were:
•
•
•
•
•

Networking – 88%;
Social Media – 76.5%;
Word of mouth – 76.5%;
Referrals from other providers – 70%; and,
Direct approaches to businesses – 64.7%.

Figure 13: How Business Support Providers Find New Clients

100.0%
80.0%
60.0%
40.0%

Other (please
specify)

Word of mouth

Memberships

Social media

Networking

Direct
approaches to
businesses…

Local advertising

Referrals from
the Growth Hub

Referrals from
the Rural Growth
Network Service

0.0%

Referrals from
other providers
(e.g. national…

20.0%

Source: Heart of the SW Business Support Simplification and Mapping Survey (n=17)

Key Finding: Personal approaches and referrals from others remain important channels.
Referrals from the Growth Hub were low, perhaps reflecting the transitional period in which
this survey was conducted.
7.2.1 Referral Processes
Figure 14 overleaf shows that 94% of business support providers refer to other services and
organisations. The most common referrals were to national business support products and
other local publicly funded providers. The private sector also featured strongly with almost
60% of providers referring clients to accountants, solicitors and consultants.
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Figure 14: Services and Organisations Referred to

76.5%
58.8%

76.5%

64.7%

58.8%

Do not refer

Private sector
(e.g. accountants,
solicitors,
consultants)

Other local
publicly funded
business support

National business
support products
(e.g. MAS, UKTI,
growth…

National business
support helpline

5.9%
Heart of the SW
Growth Hub
(including past
and interim…

90.0%
80.0%
70.0%
60.0%
50.0%
40.0%
30.0%
20.0%
10.0%
0.0%

Source: Heart of the SW Business Support Simplification and Mapping Survey (n=17)

Key Finding: Providers in the Heart of the SW area show strong levels of referral to other
services.
Table 11 shows that signposting was the most common process used to refer clients to other
services with just one provider surveyed using a ‘brokerage model’.
Table 11: Referral Processes Utilised

Referral Process
Signposting - We recommend a service to clients and provide them with
contact information.
Referral - We recommend a service to clients and pass on client information
to the third party provider. The third party makes contact and introduces
themselves to the client.
Brokerage - We recommend a service to clients, we contact the third party,
share client information and arrange for the third party to meet with the
client. We follow-up with the client.
Do not refer
Other (please specify)

%
64.7%
23.5%

5.9%

0.0%
5.9%

Source: Heart of the SW Mapping and Simplification Study

Figure 15 below shows that personal communications and factsheets/newsletters were the
most common systems used to introduce clients to other providers, although it should be
noted that providers used different systems for different providers. Each scheme will
generally have a small number of close partners who meet regularly to build trust and
awareness of schemes between front line advisors. This reliance on relationships suggests
that building cross-discipline networks in local areas as well as single discipline or single
sector networks on a larger scale is imperative to engaging clients that are new to the
support schemes and in getting all clients the right support at the right time.
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Figure 15: Systems used to Introduce Clients and Encourage them to take up Support of Other Providers

18
16
14
12
10
8
6

Used with select other
business support providers

4
2
0
Other

Data sharing agreements

Factsheets, newsletters or
flyers

Personal communication
(e.g. phone calls and
emails) with the provider

Digital solutions
(e.g.shared systems,
integrated systems, apps)

Referral/brokerage forms
(emailed or hard copy)

Used with most other business
support providers
Used with all other business
support providers

Source: Heart of the SW Mapping and Simplification Study

Key Finding: Providers use different systems of referral for different partners. Providers rely
on personal relationships to create networks with whom they refer.
The majority (88%) of providers participated in networking or knowledge sharing processes
with other business support providers, however, when asked to specify, few common
networking events were mentioned.

6.3

Current Arrangements for the Growth Hub

To complement the national services, since 2013, each has been supported to develop a
Growth Hub to:
•
•

•

Simplify and rationalise business support, ensuring that national and local support
offers are joined up for businesses;
Enable a single access point for business support, bringing together both
Government offers and local offers, so businesses get what they need wherever
they start their journey; and,
Bring together public and private sector support, for example that offered by local
authorities, universities, chambers of commerce and enterprise agencies.

An important difference in the new schemes is an emphasis on the private sector.
Additionally, a lot of Growth Hubs have been developed with Higher Education Providers
and Chambers of Commerce and inclusion of private, third sector and networking
organisations are more pronounced.
In 2014, a Growth Hub was launched under the Plymouth and SW Peninsula City Deal and
covered both the Heart of the South West and Cornwall and Isles of Scilly LEP areas. It was
part of a national programme, co-ordinated by Lancaster University known as the Wave 2
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Growth Hub programme (working with the Cities benefitting from Wave 2 of City Deals).
The programme co-ordinated the Growth Hubs and developed synergies such as a
description of the co-ordination services as ‘Triage and Signposting’ and a common
monitoring and evaluation framework. In parallel to this, a Rural Growth Network
Programme was piloted in the Heart of the SW, covering rural areas, which came to a close
in December 2015.
All of these schemes were evaluated and the results used to identify the strategic and
operational needs of businesses in our LEP area.
Once the City Deal funding finished in June 2015, the next phase of the Growth Hub was
procured, and in February 2016, two new Growth Hubs were launched – one in each LEP
area.
As a result of the learning from local and national schemes and wide consultation, a
specification was developed for the new Heart of the SW LEP Growth Hub to commence
delivery from January 2016. The specification required the following:
•

•

•

•

•
•

•

Coverage of the whole geographical area of the Heart of the SW LEP. The coverage
must reflect the business stock density. Suppliers must show they are offering a
service covering rural and urban areas;
Awareness raising – the objective is to raise awareness of the benefits of business
support so more businesses access the support available and they are more
productive and successful;
Growth Hub accessibility – the objective is make access as easy as possible for
businesses so businesses access the support available more easily/appropriately for
them;
Diagnostics, referrals and signposting – the objective is to enable more businesses to
better understand what support would help them most and then connect them to
that service;
Partnership working – the objective is to get commitment to this way of working
from support providers and other relevant parties/partners;
Data Management System (CRM) – the objective is to facilitate joined up
working/relationships with business and aid their customer journey by providing the
LEP and its relevant partners with information on businesses and relevant
relationships with those businesses in the Heart of the SW area;
Providing business intelligence:
o
Business needs (for support) – and trends in this;
o
Business support available (and any gaps or duplication that would benefit
from simplification);
o
How the customer journey can be improved; and,
o
Customer satisfaction with the support provided from the Growth Hub and
the suppliers it refers on to.
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Summary of Key Findings – Co-ordination
•

•

•

•

•

The private sector and business networks are the main source of information and
advice for business and often the first point of contact for businesses. Therefore:
o Publicly funded provision needs to complement private sector provision
helping to address the market failures associated with why some businesses
don’t utilise these services.
o Private sector providers have a role in routing clients to other services which
complement their own (including public sector).
o Current private sector activity in the Heart of the SW needs to be better
understood.
After the internet, accountants, business representative organisations, trade
associations and chambers of commerce were the next most important source of
information on what the Government is doing to support small business. This
confirms that they are a key source of information for businesses and could help
promote other services.
Face to face is still the most used method of receiving information and advice and an
important method for driving engagement in business support services. Although
businesses are using multiple channels to access the information they need. While
on-line is a growing channel, it is insufficient in itself.
Businesses are mainly using the national gov.uk and helpline service for
‘information’, not strategic advice. Further these services are not strongly
supported by established businesses.
Personal approaches and referrals from others remain important channels for
providers and providers show strong levels of referral to other services. However,
this is highly dependent on personal relationships and knowledge of other services
available.

Recommendations:
•
•

•
•

•

No wrong door - the new Heart of the SW Growth Hub should operate a ‘no wrong
door’ philosophy, recognising the multiple routes by which businesses seek advice.
Working with the private sector – it should also work closely with the private
sector and business representative organisations to ensure they are empowered to
‘open the door’ to business advice services.
Working with other providers – likewise it should work closely with other business
support providers to empower cross referrals.
Offer face to face - whilst on-line channels continue to grow in importance,
business support commissioning should still reflect the continued importance of
face to face methods, especially for services offering strategic advice.
Consider the needs of established businesses - the Business Leadership Group
should consider how the needs of established businesses should be met, given
their lower level of usage of business advice sources
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8.

Discussion

This report provides a snapshot of the business support landscape at the end of 2015 in the
Heart of the SW. Whilst far from complete, it highlights a number of key challenges for the
LEP and its partners in meeting the LEP’s priority to ‘create a simpler, more accessible,
business support landscape’.
The key issues for the LEP and its partners to consider are highlighted below.

Market Failure
This report highlights how on the demand side, business take-up of information and advice
services varies considerably by a number of different factors, such as the age of business,
growth ambitions, sector etc. This shows that nationally 44% of SME employers had sought
information and advice and the majority were prepared to pay for it. However, there is
considerable unmet demand and likely market failure, with the three most likely forms
being:
•
•
•

Doubts over the benefits and value of assistance in relation to the expense and time
involved;
Relationship failures such as not being able to trust external advisors or concerns
about whether advisors would understand the business; and,
Concerns about being able to access appropriate assistance.

Key challenges then are:
•
•
•

How can the business support market function more effectively minimise market
failure?
What is the role of the Growth Hub in facilitating access to private sector support?
When the public sector intervenes, how can it achieve additionality and avoid
supporting businesses that ‘would have sought support anyway’.

From Mapping to Simplification
The study has found over 300 business support schemes operating across the area and
shows that services are geographically fragmented and incoherent. The lack of clear
information about each scheme makes it difficult to assess if schemes are serving particular
need and the quality of provision available, although there is evidence that schemes vary
from the very lightest touch to intensive support. Whilst this plethora may be considered as
offering ‘choice’, there is a risk that without impartial information about these services for
potential clients, market failures will continue to persist. There is also a risk that investment
of public funds in such a plethora of schemes will not offer good value for money for the
public purse, as economies of scale and critical mass will not be achieved.
Key challenges then are:
•

Can the Growth Hub help to introduce ‘market forces’ into the system, creating
feedback loops?
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•

•

Can Devolution partners come together to consider how, over time, public funding
for business support could be better utilised to minimise geographical
fragmentation and make better use of public resources?
Can the Growth Hub develop a better system for regularly monitoring local demand
for services and available for provision?

Improving the Co-ordination of Business Support
The study has also started to explore how the business support landscape currently
functions. Whilst the data does not allow this system to be fully understood, some emerging
messages are that:
• Private sector and business networks are an important source of information and
advice for businesses and often the first point of contact; and,
• Providers do refer to other providers, but this is highly dependent on personal
relationships and knowledge of services available.
Key challenges therefore are:
• How do we ensure that businesses get referred to the right support, regardless of the
route by which they seek advice?
• How do private sector and business representative organisations become
‘empowered’ to signpost to the right services?

Evidence Based Policy Making
Local information has been sourced on a number of topics, but where these were not
available, national sources were used. There are a number of areas where better systems
for gathering data and intelligence could inform the Business Leadership Group in the
future. These are:
•

•

•

•

Research – BIS, the Enterprise Research Centre, ‘What Works Centre’ and others
produce research/studies into business behaviour and what works. These can be
quite insightful and could inform the development of new interventions;
Experimental delivery – there is little evidence relating to scheme design, mainly
due to a lack of robust approaches to ‘trialling’ new schemes. The LEP could work
with the What Works Centre for Local Economic Growth to develop experimental
approaches to delivery, which allow for robust assessment of ‘what works;’
Understanding demand – there is limited data available about business
needs/behaviour at the LEP level. The Small Business Survey provides a wealth of
unbiased, robust data on the performance of small businesses, their barriers to
growth and support needs. The survey should be expanded to provide data that is
robust at LEP level, whilst maintaining the economies of scale, comparability and
quality that can only be achieved through a national survey; and,
Mapping business support – in the future, the Heart of the SW Growth Hub will be
responsible for conducting mapping exercises. It is recommended that the data
capture process focus on the key variables necessary to understand the type, nature
and quality of provision in the area.
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Appendix 1: Access to Finance
Introduction
A study into issues for businesses’ access to finance has relied substantially on three reports.
•
•
•

The British Business Bank Small Business Finance Guide (which is signposted to by
GREATbusiness.gov.uk and the national helpline);
SME Finance Monitor Q2 2015; and,
The British Business Bank Small Business Finance Markets 2014.

External Finance used by SMEs
Evidence shows that 36% of SMEs used external finance in the quarter 2 of 2015.
This is stable but was 46% in 2011. Figure 16 shows how this is split across the
different types of debt and equity finance projects and by company size.
Figure 16: External Finance used by SMEs, by Company Size

Source: SME Finance Monitor Year to Q2 2014 cited in BBB Small Business Finance Market

The following tables discuss types of Equity and Debt products, their take up and uses and
any reported gaps. Further work will be needed to categorically identify availability of these
in Heart of the SW area. Initial thinking is that there is no issue with availability except for
gaps and barriers that are common to the product.
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Table 12: Take-up, Awareness and Gaps in Relation to Debt Finance

Take up and Awareness

Gaps

Start-up
loan

Individual awareness was highest for Start-up Loans (40%)
Approval rates for bank overdraft applications for
businesses less than 2 years old is 39% (compared to 74%
for all SMEs), and for loans the approval rate is just 34%
(53% for all SMEs).
More people use personal savings to start their business
than use external sources, with banks forming only a
minority of funding.
The mean amount of finance sought for establishing the
business was £25,700, although the amount sought by nonemployer businesses was smaller.

It is perceived that
Banks have in effect
exited from the early
stage offers and
raised their entry
criteria in order to
avoid losses. Public
products fill the gap.

Overdraft

Loan/peer
-to-peer
lending

84% of overdraft applications made in the 18 months to Q2
2015 resulted in a facility (72% were offered what they
wanted and took it while 12% had their facility ‘after
issues’).
The proportion of overdraft applicants who have been
successful has improved steadily over time (it was 72% for
the 18 months to Q2 2013).
This improvement includes SMEs previously less likely to be
successful such as smaller SMEs, those with a worse than
average risk rating and first time applicants (where 62%
were successful up from 36% in the 18 months to Q2 2013).
See Graph below for regional split of bank lending
69% of loan applications made in the 18 months to Q2 2015
resulted in a facility (55% were offered what they wanted
and took it while 14% had their facility ‘after issues’)
The proportion of loan applicants who have been successful
has also improved steadily over time (it was 56% for the 18
months to Q2 2013).
As with overdrafts, this improvement includes SMEs
previously less likely to be successful such as smaller SMEs
and first time applicants (where 53% were successful up
from 40% in the 18 months to Q2 2013).
Lending to SMEs is still concentrated with the four
largest banks accounting for almost 90% of business loans
by volume.

Bond

No information.

No information.

Assetbased
finance
(invoice
finance
and assetbased
lending)

Increase in investment has been reflected in asset
finance markets – with an estimated £13bn of gross flows of
asset finance to SMEs in 2013.

The retail market for
asset finance is
characterised by
diversity of supply
and strong
competition in the
low-medium risk part
of the market. But
specific market
failures exist, as well
as potential
imperfect

Only around a third
of SMEs were aware
of peer-to-peer
lending.
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competition in
funding markets
which may act to
constrain supply.
Leasing
and hire
purchase
Export
finance
Trade
finance
Mezzanine

Leasing/hire purchase is known of by 85% of small business,
18% is through a bank
29% from the equipment manufacturer
50% from another leasing provider.
No information.

No information.

No information.

No information.

No information.

Mezzanine finance
may help to fill the
gaps between senior
debt and pure equity
finance for growing
firms, but market
gaps exist in this
area.

Source: The British Business Bank Small Business Finance Markets 2014

Figure 17: Bank Lending to Smaller Businesses by Region, GB

Source: BBA SME Statistics

Table 13: Take Up, Awareness and Gaps in Equity Finance

General

Take up and Awareness

Gaps

For potential high-growth firms, external equity finance
is an important source of finance. Despite this, less than
1% of smaller firms have used new third party equity
finance in the last 3 years.
The SME Finance Monitor shows that around 1% of
businesses currently use equity from third parties (such
as venture capital funds or business angels),
and less than 1% apply in a given twelve month
period.48
Analysis by Ares & Co estimates that, by value, equity
accounts for around 5% of total external financing used
by smaller businesses.49

Supply and demand
side factors for SMEs
raising external
equity finance can
interact, leading to a
‘thin market,’ where
a limited number of
investors and high
growth firms have
difficulty finding and
contacting each
other at reasonable
cost. This friction in
the market can lead

51

Seed finance

See graph below.

Equity
crowdfunding

Three in ten of those who have heard of crowd funding
said that they would consider using it in future (the
equivalent of 11% of all SMEs excluding the PNBs). As
awareness has increased, the proportion of those aware
who would consider this type of funding has not
changed.
Typical businesses receiving angel or venture capital:
• Small, young and at an early stage of development
(early or even pre-trading);
• A risky proposition lacking assets to use as collateral;
• Developing a disruptive product or business model;
and
• Either growing rapidly, or with the potential for
rapid growth.

Angel finance

to inefficient
matching and
consequently, an
economically
inefficient allocation
of equity finance.
Backed by significant
support from
Government in the
form of EIS and SEIS
tax reliefs.
Only around a third
of SMEs were aware
of crowdfunding.

Only around a third
of SMEs were aware
of business angels.

The total value of VC investment in UK companies
17
recorded by EVCA fell sharply in 2009, as the financial
crisis took its toll on private equity, and has continued
declining since.
Venture
capital

17

European Venture Capital Association (EVCA)

There is a particular
weakness observed
for venture
investment. Deals
tend to be over
£500k due to
Government
intervention below
that.
Early stage - Postproduct
development;
supporting
commercial sales;
pre-profit
Late stage venture Expansion of
operating company
which may or may
not be profitable;
already been backed
by VCs
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There is also an issue
with awareness. The
SME Journey survey
also suggests that
many smaller
business owners lack
information on how
equity finance works
and where to obtain
such finance – 55% of
smaller businesses
are aware of venture
capital but only 20%
are aware of a
specific supplier to
approach.
Corporate
venture
finance
Private equity
IPO/public
offering
Source: The British Business Bank Small Business Finance Markets 2014

Figure 18: Equity Investment by Stage

Source: Beahurst

Figure 19: Number of Venture Deals by Investment Type

Source: SME Finance Monitor Year to Q2 2014 cited in BBB Small Business Finance Market
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Figure 20: Equity Investment by Region

Source: SME Finance Monitor Year to Q2 2014 cited in BBB Small Business Finance Market

Online Lending
Financing through Online Platforms has grown significantly, but remains less than 2% of
bank funding. Only 1% of smaller businesses obtained financing through a P2P platform in
the previous 3 years. They act as a means of connecting parties wishing to obtain finance
with those wishing to provide it, i.e. the funds pass from lender to borrower without passing
through the balance sheet of a financial institution. In 2012, 35% of SMEs were aware of P2P
lending (24% in 2012) and 32% were aware of crowdsourcing (13% in 2012).They include:
•

•

•
•

Peer-to-Peer (P2P) Lending;
o P2P Consumer Lending – individuals lend money to other individuals
(consumers) in return for interest and capital repayments;
o P2P Business Lending – lenders lend money to businesses in return for interest
capital repayments;
Investment Crowdfunding;
o Debt (or Loan)-based Crowdfunding – lenders buy a security, normally a form of
bond, in return for interest and capital repayments;
o Equity-based Crowdfunding – investors buy shares in early stage businesses with
the expectation of capital growth and dividends;
Invoice Finance Platforms – lenders buy invoices at a discount, then sell them back to
firms at a profit; and,
Reward-based Crowdfunding – individuals give money in return for a reward or
recognition, product or service.

Non-Borrowing
Trade Credit:
•

•

Half (around 54% of smaller businesses) do not use formal sources of external
finance, instead relying on trade credit from their suppliers or retained earnings;
and,
Trade Credit is a very important source of funding for smaller businesses, and it is
estimated that the total amount of trade credit outstanding is more than 1.2 times
the total amount of lending from the financial sector.
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Personal Funding :
•
•

17% of small businesses used a personal account for their business banking; and,
35% of those with an overdraft, loan or credit card facility report that one or more of
these facilities was in their personal name, which is the equivalent to 10% of all small
businesses holding one or more of these facilities in a personal name.

Use of Finance
The stages of business development shown in Table 14 are used by the British Business Bank
in their Small Business Finance Guide. They have been used here to discuss the finance
issues related to them as reported by bdrc Continental in their quarterly SME Finance
Monitor Q2 2015.
Table 14: SME Finance Monitor Survey Results Q2 2015

Pre-trading

Pre-profit
Profitable
growing
business
Established
and steadily
growing
Established
stable
business

Over three quarters of businesses used personal savings to start their
business, with only 12% using a loan from a bank. 24% of businesses used
finance from friends and family.
The evidence suggests that entrepreneurs looking to start a business may
benefit from finance being made available at an early stage of the
development of the business. Such entrepreneurs may also increase their
chance of success if they receive advice on business planning, and mentoring
support, as well as finance. The Start Up Loans company provides such
support.
High growth businesses formed 6.6% of businesses with 10 or more
employees in 2010-2013, equivalent to roughly 10,000 businesses. For some
of those with the potential to succeed, traditional loans and overdrafts are
not suitable for all their financing needs.

Businesses seeking finance for working capital reasons are more likely to use
bank overdraft (43%), loans (31%) and credit card finance (9%) and are
seeking a mean value of £92,000 (median £10,000). Working capital is largely
used to cover a short term funding gaps (53%), or as a safety net (32%), but
it is also used to fund general growth (27%).

Launching
new
product/serv
ice/ brand
Making
acquisitions
Expanding
into new
territories
Investing in
Those looking to purchase assets most commonly seek bank loans (41%),
new facilities followed by leasing or hire purchase (39%) and are seeking £34,000 on
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average (median £10,000).
Businesses looking to expand most commonly seek bank loans (63%),
followed by overdrafts (33%) and are seeking £230,000 on average (median
£12,000).
The commercial real estate sector (CRE) accounts for 25-30% of smaller
business lending.
Looking to
refinance
In need of
capital
restructuring
Source: SME Finance Monitor Q2 2015
http://bdrc-continental.com/wp-content/uploads/2015/09/BDRCContinental_SME_FM_Q2_2015-FINAL.pdf

Research by the British Business Bank18 states that:
“New evidence shows that the profile of demand for finance changed between 2012 and
2014. While 45% of businesses who sought finance two years ago did so to fund working
capital, that figure fell to 33% this year. Now 43% of those seeking finance are looking to
purchase fixed assets (up from 33%). The proportion seeking funding for expansion also
increased to 11% from 6% in 2012.”
This is illustrated in Figure 21 below.
Figure 21: Main Reasons for Seeking Finance (Last Occasion in Last Three Years)

Source: SME Journey Survey 2014. BMG Research commissioned by British business Bank

18

SMALL BUSINESS FINANCE MARKETS 2014. British Business Bank
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Barriers
Only 5% of SMEs surveyed said that access to finance was a barrier, as shown in Table 15.
Those that did, have expressed a variety of issues. The main, structural ones are a lack of
assets to use as security and lack of track record. However, as the table shows, there are
others around attitude, capacity and capability.
Table 15: Barriers to Finance

Lack of appetite or need
for borrowing

SME understanding of
the potential benefits
to their business of
raising finance
An SME’s perception of
their likely chance of
success in gaining
finance which
ultimately means they
do not apply

Estimating financial
needs
Identifying sources of
business finance

Completing an
application for funding

79% of SMEs expected to be ‘Happy non-seekers’ of finance in the
following 3 months. Over time, more SMEs have met this definition – in Q2
2013, 67% were ‘Future happy non-seekers.’
10% of SMEs in Q2 2015 were ‘Future would-be seekers’. This group is
decreasing in size over time (in Q2 2013, 19% of SMEs were FWBS) with the
current economic climate still the main barrier to an application, notably
where no immediate need for finance was identified.
40% of SMEs apply for finance a week before needing it or after it is
needed.
The median time spent completing application forms or otherwise
preparing to apply for finance remains at about one hour.
49% of potential future applicants were confident that the bank would
agree to their request. There remains a gap between confidence and actual
success rates for both renewals (57% confident versus a current success
rate of 96%) and for new money (35% confident versus a current success
rate of 67%).
It is estimated that 63% of discouraged borrowers might have actually
obtained bank finance if they had applied, which shows a potential missed
opportunity for business growth.

Most smaller businesses (66% of those seeking finance) only approach one
finance provider and:
• A third of SMEs (32%) believed they were aware of any government or
other initiatives to help SMEs access finance. Once prompted with 5
specific schemes/bodies, awareness increased to 53%. Larger SMEs
were more likely to be aware (59% of those with 50-249 employees) as
were those planning to apply for external finance in the next 3 months
(58%).
• Across all the initiatives tested in Q2 2015, individual awareness was
highest for Start-up Loans (40%) and the Funding for Lending Scheme
(24%). Where initiatives have been tracked over time, awareness is
typically stable as is the proportion of SMEs contacted by banks to
express a willingness to lend.
• 37% of SMEs (excluding the Permanent non-borrowers) in 2015 to date
were aware of crowd funding, including 1% who were using this form
of finance.
• In contrast to the other initiatives tracked over time, awareness of
crowd funding has increased steadily over time (22% were aware of
crowd funding in the first half of 2014).
3% of SMEs were ‘Would-be seekers’ of finance who would have liked to
apply for a loan/overdraft but felt that something stopped them. This
proportion has declined over time (it was 6% in Q2 2013 compared to 2% in
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Insufficient Track
Record or security

Creating a business plan
to attract funding

Approaching sources

Appraisal and
negotiation

Q2 2015). Discouragement (almost all of it indirect) and the process of
borrowing remained the two main barriers to application for this group.
26% viewed it as very difficult in 2014 compared to 43% in 2012.
High rejection rates of applications to business angels and venture capital
funds “clearly indicates that most businesses that seek external finance do
not meet the requirements of external investors”.
Under tightened credit conditions, viable firms which could afford to
service debt but have limited track record or insufficient security are more
likely to be denied bank loans or overdrafts, because they are less able to
demonstrate their viability to banks.
Interventions through partial guarantee schemes, such as the Enterprise
Finance Guarantee Scheme, have encouraged lending to viable smaller
businesses that would otherwise be declined for lacking collateral. Within
the last year the EFG scheme supported lending to over 2,750 smaller
businesses.
Many smaller business owners are unaware of what equity investors are
looking for in investment propositions and therefore do not sufficiently
promote themselves and their businesses to potential investors, for
example because of poorly written business plans. Evidence also suggests
that smaller businesses do not tend to shop around, and many do not plan
ahead when seeking finance – potentially limiting their chances of
obtaining finance.
Awareness of which suppliers to approach for different forms of finance
was much lower than awareness of the existence of the types of finance
(between 10 and 35 percentage points lower).
The model equity finance providers use of looking for high growth potential
businesses in order to generate a financial return is thought to contribute
to high rejection rates.

Dealing with failure
Source: SME Finance Monitor Q2 2015
http://bdrc-continental.com/wp-content/uploads/2015/09/BDRCContinental_SME_FM_Q2_2015-FINAL.pdf

Private Sector Support
In general the private sector therefore plays only a limited role in helping companies
overcome their barriers as its concerns are with identifying the best prospects for investment
rather than addressing the weaknesses in the propositions they encounter.
Most practitioners so far consulted take the view that there are few gaps in the private
sector supply side - the challenge is with the SME and their capability in managing the
process of applying for those funds.
The team’s initial view of the issue is not that there is public sector duplication of private
sector provision (public programmes are addressing market failures) but their market
penetration is low/they are only reaching small numbers of companies. The issue is
therefore more about the confusion caused by multiple delivery partners offering products
to very different targets with varying eligibility criteria.
Only a minority of SMEs (18%) seek external advice when applying for finance, but of those
that do, the vast majority (95%) of SMEs find the advice they receive to be useful.
Accountants and financial advisors are the most common sources of advice used, with
accountants in particular being viewed as a trusted source of information.
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http://www.icaew.com/~/media/corporate/files/technical/audit%20and%20assurance/small
%20business%20matters/the%2099%20percent%20small%20and%20medium%20sized%20b
usinesses%20finalpdf.ashx
The Small Business Matters Survey conducted for ICAEW by an external organisation,
showed that more businesses use an accountant if they are trying to grow. Half of medium
sized businesses use an accountant for business advice compared to 20% of sole traders and
39% overall go to their accountant first. Only 2% seek advice about raising finance but 60%
of those did so through their accountant and 21% from the bank.

Public Sector Support
Under the Solutions for Business products, Understanding Business Finance and Finance for
Business sought to address these issues. In a Survey19, 48.9% of respondents reported
inability to access finance before receiving support and 30.2% reported an inability to access
finance after receiving support. Those surveyed who had accessed finance after the support
were asked whether the support had been important to the success but the results showed
an even split between useful and not useful and small numbers of responses were felt to
shed doubt on the response. The Finance for Business support was more successful and
showed the biggest employment increase among participants of any of the S4B products.
Half of finance was below £100k. 86% said either they would have not been able to
obtain any finance or would not have been able to raise as much commercially as they
ended up receiving. FFB users have also gone on to achieve among the highest average
achieved and anticipated gains in turnover and employment.
The key public offer is BGS A2F which has the capability of adapting to most company needs.
It is designed to provide low cost expert advice to help SMEs to navigate their way to
securing funding from private sector providers. However, BGS has quite challenging
“suitability” criteria which rules out helping large numbers of businesses. Data from BGS for
the service delivery in the Heart of the SW LEP area for April 2012 to March 2015 is shown
below. Beyond this the team have identified around 40 local initiatives offering A2F support
which are now being evaluated further.

19

July 2012. Solutions for Business Customer Monitoring Survey. BIS

