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Subject: Update on Performance of 
Business Gateway Contract 
2008/09 and Proposed Changes 
to 2009/10 Contract 

Purpose of Report 

The purpose of this report is to : 

(1) inform Committee on performance of the Business Gateway contract during 
2008-09 

(2) and to approve adjustments to performance targets relating to contract delivery 
during 2009-1 0 

Background 

On 1 st April 2008 responsibility for managing the Business Gateway contracts passed from 
Scottish Enterprise to Local Authorities. As a Lead Local Authority (LLA), North Lanarkshire 
Council manages the Lanarkshire contract on behalf of North and South Lanarkshire 
Councils. 

Contract delivery within Lanarkshire is undertaken by Lanarkshire Enterprise Services 
(LES), who successfully tendered for the contract in 2007. Based at the Atrium Centre, 
Coatbridge, LES also operates an additional satellite ofice in Barncluith Business Centre, 
Hamilton. A total of thirteen Business Advisors provide advice, business support services 
and other interventions aimed at new and existing businesses within Lanarkshire. 

Commencing on 1 October 2007, the Business Gateway contract consists of a 3 year 
contract with an option to extend for two further 1 year periods. The contract budget is 
approximately f 1.4m per annum, with payment made to the contractor (LES) against 
output-based payment targets. 

2008-09 marks the first year of local authority management of the contract and also the first 
full year of the contract’s operation. 

Business Gateway Contract 2008109 - Key Performance Indicators 

A detailed breakdown of contract performance during 2008-09 is given in Appendix 1. In 
summary, it is worthy of note that full contract spend has been achieved. Indeed a slight 
overspend has been recorded (f4,224) which has been carried over into the 2009-1 0 
contract year due to the nature of the multi-annual contract. 

Despite the current economic downturn, performance against target for supporting Volume 
Start-up Businesses was good (92% of target achieved). The resilience of the Start-up 
performance may in part be due to increased redundancies, leading individuals to consider 
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starting up their own enterprise. In terms of assistance provided for Existing Businesses, 93 
entered the “Growth Pipeline” and 30 were passed over to SE for direct account 
management. The number of events aimed at Start-up and Existing Businesses exceeded 
targets due to an increase in demand for one-to-one “Meet the Advisor” sessions (MTAs). 

Prevailing economic conditions have resulted in the performance statistics relating to 
Growth Pipeline Start-ups and in particular DRM Start-ups (transferred to SE for account 
management) being lower than originally anticipated. However the issues surrounding the 
‘fitness for purpose’ of the 2008-09 contract (the basis for which was devised in 2007) are 
currently being addressed through proposed changes to the 2009-1 0 targets. 

Business Gateway Contract 2009/10 - proposed changes to targets 

In an effort to improve the responsiveness of the BG contract and provide sustainability 
support to local businesses challenged by the downturn which has taken place in the wider 
economy, key changes to the baseline 2009-10 targets have been proposed as set out in 
Appendix 2. In addition to changes to targets agreed at national level, additional 
adjustments have been agreed at local level to reflect economic priorities in Lanarkshire. 

Changes to Targets agreed nationally 

Reduction in VAT+ Start-uD taraet - conditional agreement has been reached at national 
level to amend the VAT+ target from 30% of Start-ups to 20%, and to nationally implement 
a new payment structure for VAT+ Start-ups. This will be a two-stream process as follows: 

I. Implementation of a VAT Pipeline whereby upon a robust business 
appraisal, 60% of the unit cost is paid to the contractor upfront for 
businesses which show potential to achieve VAT status (i.e. sales in excess 
of f67K) within a 12-18 month period. The remaining 40% will be payable on 
evidence that the business has obtained VAT certification. 
The contractor will be able to claim 100% of the VAT unit cost for any start- 
ups that can be evidenced to have achieved VAT status within 12-18 
months. 

II. 

Establishment of Local Discretionarv Service - utilising savings identified within the 
reduction to the VAT+ target, a local discretionary service is to be established to allow 
contractors to work with businesses which are outwith the Growth Pipeline thresholds (e.g. 
projected turnover increase of f200-400K) and assist them in identifying and exploring 
opportunities through these challenging times. This will allow local areas to maximise 
engagement with this client base and provide additional advisory services, including access 
where appropriate to a range of specialist services, such as innovation, internationalisation, 
access to finance - all of which are currently accessible to Growth Pipeline clients. 

Within Lanarkshire, the two main client groups which this Service will support are: 

I. A sub-growth category of businesses within priority growth industries (e.g. 
construction, engineering, tourism, food and drink etc) that have potential to 
achieve sales of f200-400K over a 3-year period 
Those businesses that need support now to sustain their business but who 
have the potential to grow in the longer term when economic conditions have 
improved 

II. 

It is anticipated that approximately 40 Lanarkshire businesses will be supported in this 
group. 
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4.3 Changes to Targets agreed locally 

In addition to the changes to targets conditionally agreed at national level, further changes 
to targets have been proposed by the LLA. These were subsequently agreed at the 
meeting of the Business Gateway Steering Group on April 22 :- 

Growth Pipeline - Start-up Businesses - Decrease from 66 to 30 
The proposed amendments take account of the lower number of start-up businesses that 
are anticipated to reach additional turnover of E400K within a 3-year period and be 
accepted into the growth pipeline. 

Growth PiDeline - Existina Businesses - Decrease from 100 to 80 
The proposed amendment shows a slight decrease in the existing number of businesses 
anticipated to be accepted in growth pipeline in the current economic climate. 

Direct Relationship Management (DRM) - Start UD Businesses - Decrease from 21 to 10 
The decrease reflects the drop in start-up businesses experienced in 2008/9 entering 
pipeline and the reduced number anticipated during 2009/10. 

Direct Relationship Management (DRM) - Existina Businesses - Increased from 20 to 28 
The 2008/9 contract increased the pool of businesses by 92 into growth pipeline for this 
group. It anticipated that the available pool of businesses will allow an increase in those 
available to be transferred. 

Events - Start-up Businesses - Increase from 290 to 299 
A slight increase is proposed to events to allow for additional Meet the Advisor sessions. A 
review of the catalogue of events is also underway to ensure that attendance is maximised 
and the correct programme of events is delivered. 

Events - Existing Businesses - Increase from 1 10 to 130 
As per start-up events, a slight increase is proposed to events to allow for additional Meet 
the Adviser sessions. A review of the catalogue of events is also underway to ensure that 
attendance is maximised and the correct programme of events is delivered. 

Local Discretionarv Service - New Taraet - 40 businesses per annum 
The savings from the reduction in the VAT+ target (f51,612) will be used to implement an 
intensive local discretionary service within the contract to support businesses which fall 
outwith the criteria for growth pipeline. 

5. Conclusion 

5.1 The proposed changes to the contract will ensure that the Business Gateway continues to 
provides a relevant and effective service to new and existing businesses during 2009/10, 
and that the contract continues to achieve a full spend. 

6. Recommendation 

6.1 Committee is asked to: 
(i) 

(ii) 

Note the performance of the Business Gateway Lanarkshire contract in 
2008-09 despite the challenging economic climate 
Agrees the changes to Business Gateway Lanarkshire contract targets for 
2009-10, as a response to identified gaps in support provision and the needs 
of Lanarkshire businesses during the economic downturn. I 

Services 
Local Government Access to Information Act: for further information on this report please contact 
Caitriona McAuley, Economic Development Mana (Tel: 01 236 61 6279). Y6 
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APPENDIX 2 - Business Gateway Contract 2009/10 - Proposed Targets 

VAT+ Start Up 330 220 
r 

Pipeline Start Up 66 30 
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