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1 EXECUTIVE SUMMARY
Overall conclusion

TechLink is able to effectively complement other investments by the Foundation made to stimulate technological innovation in New Zealand. The TechLink schemes, SmartStart and TechNet, the subject of this evaluation are well aligned with its objective. 
Strategic implications
The role of TechLink is to stimulate the exchange of technological questions and ideas. Efficient technical information networking has a vital role in laying the groundwork for technological innovation. TechLink is currently the only substantial dedicated source of funding for this. 
Technical information networking is a challenging task that is not always well recognised in a service that has limited direct impacts. NZ businesses, being small and geographically isolated are relatively dependent on such networks. However, our R&D system, dominated by a diverse set of public research and related organisations is complex and can be difficult to access.
TechNet therefore supports essential information exchange for our innovation system. At present SmartStart and TechNet are run on a low-key basis with little publicity and a strong reliance on personal initiative and contacts.  While this might be efficient for a low level of activity, it is insufficient as the NZ private sector R&D breadth of interest and capability grows. It also falls short of supporting the development of more formal information infrastructure
This evaluation points to opportunities to make these schemes more efficient through increased use of agents, larger grants to incentivise better performance, increased managerial oversight by the Foundation and parallel investment in information infrastructure.
SmartStart

Benefits and impacts
· SmartStart delivers a practical service that is valued by its customers, NZ small and medium enterprises (SMEs).  Each specific service is largely determined (within bounds) by the business and the consultant. It does not pick winners.
· Agents (principally economic development agencies) administering the scheme have good knowledge of the SME sector and minimal conflicts of interest.
Opportunities to improve performance

· SmartStart has completed its pilot phase and there are now significant opportunities to exercise its full potential as part of wider working by the Foundation and NZ Trade and enterprise to improve and integrate services.  SmartStart expenditure is below target and the scheme remains small. 
· A quality assurance system is needed. The service quality is dependent on the business readily finding the right consultant. This can be difficult, particularly in provincial areas or where specialist skills are required. 
· Agents’ expertise in networking and building the service is underutilised. Agents are also best placed to manage compliance risk. The Foundation is current looking to agents to broadly promote technological innovation and high value-added initiatives.  Further development of SmartStart can be achieved within this initiative.
Suggested actions

· Agents’ fees should be increased as part of the requirement for them to more actively build the business and actively manage compliance risks.  (The latter includes introduction of standard procedures for firms to report on consultant quality and for agates to facilitate training and entry of new expertise. Where justified, agents should be allowed to authorise use of overseas experts.
· Agents should have delegate authority to approve up to $10k per transaction ($20k project with 50% paid by the business), an increase from the current $5k limit.  
TechNet
Benefits and impacts
· TechNet is well regarded by businesses receiving the service. It gives businesses easy access to scientists able to provide technical information and problem solving. The quality of the expertise is high and the compliance costs are low.
· Services are mostly aligned to business growth opportunities, particularly development of new products, processes and services.
· TechNet is very efficient in reaching a huge spread of businesses- about 400 p.a. This generates contacts and networking opportunities for research organisations and for the Foundation

Opportunities to improve performance

· TechNet is underperforming in its current form. 
· TechNet is almost invisible the market and growth in activity is dependent on personal contact. Many firms receiving a service were unaware of TechNet’s existence and opportunities.  Research organisations providing the service could be expected to give it more prominence and coherence. 

· While individual scientists value the industry exposure that it brings, research organisations regard TechNet as marginal business. It is promoted very little within or beyond research organisations and suffers from significant under expenditure.
· It is not used by the Foundation to identify strategic investment opportunities.

Suggested actions

·  We should incentivise research organisations to grow the scheme: 

· The current $2k (GST incl.) cap per service should be increased to $5k (GST excl.) to allow costs to be fully recovered and a more substantial service provided (such as a field visit or lab test) plus a brief assessment of the follow-up opportunity. The service should be limited to two per business-user per year, beyond which businesses can easily pay for the service.
· Research organisations involved in the scheme should be required to show that they have a management strategy for promotion, service quality and follow-up. 

· Electronic reporting should be introduced to allow the Foundation to identify strategic investment opportunities. This should be the subject of regular dialogue with the research organisations.
Managerial oversight of TechLink by the Foundation
Strategic oversight of TechLink should focus on improving network efficiency including working with agents to set and achieve specific targets. Relevant targets are likely to include percent of businesses providing feedback on technical innovation milestones. Simpler measures, such as follow-up TechNZ business or graduation to other products, are not indicative of the wider business growth targets sought.
2 INTRODUCTION

This evaluation of Techlink is undertaken to examine its strategic performance including performance against objectives and to make recommendations on performance improvement. 
Techlink was established in July 1997 as part of the new Technology NZ framework
. No in-depth evaluation has previously been undertaken of Techlink, although it was touched on as part of a wider evaluation of Technology NZ by the Ministry in 2001. 
2.1 Objectives of TechLink

The Foundation’s strategy in investing TechLink is to assist firms to become fully informed on the role of technology in their economic decision making.  The specific objectives are set out in the Ministerial Notice, as follows:
	Nature of Scheme

1. The Scheme is intended to create an awareness of, and facilitate access to, technology and technological capabilities that are new to firms.

2. The intended outcome of the scheme is an increased awareness and understanding, of the value that technological innovation can deliver to their businesses.

3. The scheme should target all firms, with an emphasis on small and medium-sized firms. 

Objectives of the TechLink scheme

The objectives of the TechLink scheme are to:

1. Increase awareness of, understanding of, and access to new technology and technological capabilities critical to successful firms now and in the future;

2. Provide firms with access to and information about public and private suppliers of technology, and technological services, within New Zealand and overseas;

3. Reduce transaction cost barriers associated with providing:

· Technological appraisal services to small and medium sized firms;

· Access to new technology and to sources of guidance and assistance to firms commencing technology based projects.


TechLink essentially seeks to address weaknesses in the market for basic information required for technological innovation. The underlying goal is to grow GDP via the application of technical knowledge to commercial issues, and to develop networks which facilitate that. 
The Foundation also seeks to keep the compliance costs at a minimum (consistent with the risks and returns to the economy), and encourage the use of local business and research community networks. 
2.2 TechLink Background

TechLink is currently delivered via four main instruments: 
· Technet services

· SmartStart services

· Maori Collectives investment

· Communications on technological innovation

These instruments have been developed by the Foundation in consultation with MoRST. This evaluation focuses on the performance of the first two instruments. 
The recent expenditure profile is shown below. While Techlink began in 1997 SmartStart was established in 2003 (superseding ‘Current Position Analysis’ and ‘Strategic Planning’ grants). This is reflected in the expenditure figures.
	 
	Total $
	TechNet
	SmartStart
	Maori collectives
	Commun-ications
	Other

	2004/5 to date 
	1,047,836
	208,943
	132,087
	426,696
	220,914
	59,196

	2003/4
	2,429,700
	754,078
	35,787
	635,066
	409,407
	595,362*

	2002/3
	2,094,608
	911,537
	Nil 
	99,663 
	124,844 
	958,564* 


*This includes the pre-SmartStart schemes e.g. ‘Current Position Analysis’ $50,674 (03/4), $124,844 (02/3)
2.2.1 TechNet 
TechNet provides 1-2 days ($2k max) free consultation to small firms (<$50m/annum turnover), from research organisations (mainly Universities or CRIs).  Normally firms contact the research organisation, and the research organisation identifies the enquiry as appropriate for TechNet funding.  

In some cases firms are R&D ‘savvy’ and directly contact specific researchers.  This then provides a free service for R&D experienced firms to answer quite specific research questions. In other situations the research question may not be well structured and time needed to by the research organisation to help determine the questions which should be asked. 

2.2.2 SmartStart
SmartStart provides 50% of funding (up to $5k) for approved projects for a firm to use a consultant to investigate technology development issues. It is managed by agents, mostly local authority economic development offices (EDAs), appointed by the Foundation.

The projects can arise from two main lines of enquiry:

· A consultant sources SmartStart when working with a firm on other issues; or

· A firm needs consultancy advice and asks the agent for assistance. 
It is the firm’s responsibility to select an appropriate consultant and for ensuring adequate quality of their work.  The Foundation’s appointed agents provide funding approval and issue the money to the firm when the firm confirms the work has been completed to their satisfaction.

SmartStart is available to GST registered firms (or trusts) with less than $50m turnover/annum, and where ‘early stage R&D barriers’ exist ‘where external input will make a difference’ and a ‘credible prospect of significant future R&D activity’ exists.  
SmartStart supports the investigation and resolution of early stage barriers to technologically innovative R&D projects.  The objective of SmartStart is to assist firms to address any or all of the following issues using external resources:

· Technology project design, planning and assessment 

· Technology gap and opportunity assessment 

· Technology advice and guidance 

· Technical or technological feasibility 

· Technology investigation and acquisition 

· Strategic technology planning 

SmartStart assistance will be provided only if there is a credible prospect of a significant future R&D project to be undertaken by the company firm following the provision of such assistance. Without this prospective R&D project opportunity, there can be no further consideration of a SmartStart grant application.
.

2.2.3 Other TechLink components
The Maori Collectives scheme has been devised to assist Maori groups evaluate the commercial potential of the resources, assets and other unique opportunities at their disposal through the funding of base-level, analytical programmes of R&D provided in most instances by the Crown Research Institutes (CRIs).
2.3 Evaluation Methodology

In structuring the evaluation we have focused on understanding the following performance factors:

1. Optimal form of intervention: where are the best sources of technical information; how do you manage them and what are the hindrances to accessing them?  
2. Value for money: is public money being used for the wider public good, and are we getting good value?  How can the Foundation maximise public benefit from this scheme?

3. Sustainability: is the scheme affordable and is their sufficient capacity to meet demand with an appropriate product?  Can consultants/agents earn a reasonable living related to this work? 

4. Risk: how does the Foundation and its agents manage the risks of client expectations not being aligned to scheme objectives or ability to deliver?

5. Compliance cost: what steps are taken to ensure compliance is appropriate to the level of risk and possible returns? 

6. Product quality: Have there been adequate market investigation, training, QA, risk-management, over-sight and review to ensure the service is consistent, appropriate and meets need?

The TechLink evaluation tested performance among stakeholders who are:

1. TechLink users (firms accessing SmartStart and TechNet services).
2. TechNet service providers (research organisations and their scientists)

3. SmartStart consultants (consultants delivering SmartStart funded projects)

4. SmartStart agents who approve the projects for the Foundation
5. TechLink management at the Foundation
6. Firms who are entitled to access TechLink funding/assistance and who have a technical need, but who have not made use of the program
The evaluation has proceeded as follows:

1. Initial questionnaires were prepared targeted at all six groups of stakeholders. Selected stakeholders were interviewed (in person and by phone).  
2. Identification and analysis TechLink users.  This included constructing spreadsheets from various information sources including enquiry of firms, and pivot-table analysis of results. 

3. Full surveys were then developed and completed of: 
· TechLink users (all firms engaged in SmartStart since its formation in 2003 and TechNet in 2002/3 and 2003/4)
· SmartStart Agents

· TechNet service providers

Survey methodologies are set out in attachment 1

4. Use of an advisory group of Foundation staff to review methodology and findings.

3 TechNet and SmartStart: common performance factors

3.1 Matching level of service to need

The service are available to GST registered companies and trusts with turnover less  than $50m/annum.  Both schemes are made as accessible as possible to a broad range of small and medium sized NZ businesses (SMEs), with differing technological ‘depth’ as illustrated below.

[image: image1]
Technically inexperienced: Users without R&D experience and who are technically weak will need assistance defining the problem to be solved, and a ‘road-map’ to where assistance is to be found. If the expert can not be found within local resources, the contact is often terminated, since there is no formal requirement to ‘manage’ the enquiry to a successful conclusion. 
Technically capable: Generally such businesses can define the problem to be solved but need assistance in locating the appropriate resource.  They may also lack experience in managing an R&D resource and are dependent on receiving sound advice. 
Experienced researchers: Experienced researchers in commerce tend to use the service as an extension of their personal networks.  When the process of consulting their colleagues on a technical issue requires more than a phone call, then they will ask for a formal report, and make use of TechLink.  The current process works well for these users.
Service delivery has to be tailored across this spectrum.  Rules cannot prescribe for this and a lot of judgement is required. Consequently scheme effectiveness is highly dependent on the approach of agents administering the scheme (EDAs for SmartStart and research organisations for TechNet). Agents have to be adequately incentivised to achieve this.
3.2 Intervention logic
The technological innovation constraint most commonly identified by SMEs engaged in these schemes is funding (graph below). This reflects the common factor of high risks of R&D for SMEs (in terms of business impacts if scarce cash invested in R&D produces an inadequate pay-back). TechLink is a low-cost mechanism that helps SMEs manage certain aspects of such risks; particularly in defining technology issues and opportunities in a way that informs business decisions on subsequent R&D projects and investment.
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(Statistics NZ survey, Innovation in NZ, 003 similarly identified ‘costs to develop’ new products, processes or services as a key ‘barrier to innovation’).
3.3 Technical and value risks
The current structure of the scheme requires the client to source the expert/consultant who will best meet their needs.  This can be subject to a number of issues:

1. Scarcity

Appropriate consultants/experts can be difficult to locate, especially in provincial locations.  

2. Problem defined

The client must understand what they don’t understand!  Hence the technical question must be well structured, such that the issues are clear and the expertise required can be identified.  Client abilities in problem definition range from experienced researchers who require no assistance to those who require significant help.

3. Expert sourced

The current structure of TechLink nominally assumes the expert is locally resident.  However in many areas such as pharmaceuticals and specialised engineering the expert resides overseas.  TechLink policy currently requires the user to locate an expert.  

4. Managing consultants

Managing consultants/experts requires skill and experience.  It is too easy to assume they will manage themselves.  Unfortunately unless a consultant is intimately familiar with the problem AND the company, they are an expensive resource that is too easily wasted on issues that may be irrelevant.  

5. Budget

No matter how good the quality of spend is, if the budget is not sufficient for the problem, the outcome is unlikely to be good.

This places a heavy responsibility on the user to prepare properly for these projects. While this is appropriate in most cases, given the range of SMEs involved, as outlined in 3.1 above, we  commend that more consideration be given to the quality of service delivery. 

For TechNet most research organisations have internal procedures to ensure quality of delivery. (Canesis, for example, has a commercial manager review each proposal before it is delivered to test its likely relevance and quality). 
For SmartStart we have suggested that agents be made more accountable for quality of service delivery 
3.3.1 Pricing
‘Value for money’ has been questioned in some cases.  However the size of the transaction and the difficulty in setting standards does severely limit the options in controlling this behaviour.  However it would appear that some research organisations are charging substantial hourly rates. This is partly a reflection of the market risk they face and possibly the lack of buyer pressure in controlling this behaviour.  We suggest The Foundation consider a cap of $1000/day ($133/hour).
4 TechNet- findings and conclusions 

4.1 Overall performance
Benefits and impacts

· TechNet is well regarded by businesses receiving the service. It gives businesses easy access to scientists able to provide technical information and problem solving. The quality of the expertise is high and the compliance costs are low.

· Services are mostly aligned to business growth opportunities, particularly development of new products, processes and services.

· TechNet is very efficient in reaching a huge spread of businesses- about 400 p.a. This generates contacts and networking opportunities for research organisations and for the Foundation

Opportunities to improve performance

· TechNet is underperforming in its current form. 

· TechNet is almost invisible the market and growth in activity is dependent on personal contact. Many firms receiving a service were unaware of TechNet’s existence and opportunities, 

· While individual scientists value the industry exposure that it brings, research organisations regard TechNet as marginal business. It is promoted very little within or beyond research organisations and suffers from significant under expenditure.

· It is not used by the Foundation to identify strategic investment opportunities.

4.2 Business participation in TechNet
Services are provided to large numbers of businesses: 552 different business organisations in 2002/3 and 357 in 2003/4.. 

· The mean size of businesses participating in TechNet appears to be a business with turnover of between $200k and $1m and 1 to 2 staff involved in R&D. While many are small firms, others are bigger: in 2003/4 11%
 had turnover above $10m p.a. and a further 23% with turnover above $2m. 48% of firms were involved in exports (2003/4 stats). 

· While a small number of businesses received multiple services, the great majority make infrequent use of TechNet.

· There is a strong primary sector focus. As shown in the two graphs below for 2003/4 (there is a similar pattern for 2002/3) more than half the businesses were manufacturers or primary producers, with most being in the primary production sectors (meat, wool, dairy, wood, animal and plant production)..
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The sub-sector analysis below identifies areas that may be of interest to the Foundation in terms of growing industry engagement. The volume of business in TechNet is sufficiently high  to showing show where there is new and emerging R&D interest within the  NZ private sector. Similar information is not currently available from other sources (such as national surveys).
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4.3 Research organisation engagement in TechNet
The following table shows:
· Reasonably wide participation, with 43 organisations, including universities and polytechnics allocated funding and 23 with transactions in this period. However, for about half of these, the activity is very modest (less than five transactions p.a.) For some of our largest research organisations (AgResearch and Auckland University) the activity is also small. 
· Four organisations (Canesis, Canterbury University, Crop and Food, and Industrial Research) handled two thirds of the transactions;

· Under-expenditure. While this was impacted by the change in the rules, it also suggests a limited awareness and demand for this service within current settings. 
Table: allocations and payments to service providers: 2002/3-2003/4

	
	Contract allocation
	Amount paid

	AgResearch Limited 
	$130,000
	$67,465

	Aoraki Polytechnic 
	$10,000
	0

	Auckland Uniservices Limited 
	$35,000
	$9,704

	Auckland University of Technology 
	$35,000
	$3,413

	Bay of Plenty Polytechnic 
	$10,000
	0

	Canesis Network Ltd (previously LincLab Ltd) 
	$160,000
	$125,774

	Cawthron Institute  
	$75,000
	$54,849

	Christchurch Polytechnic Institute of Technology 
	$10,000
	0

	Eastern Institute of Technology Hawkes Bay 
	$10,000
	0

	Industrial Research Limited 
	$550,000
	$434,517

	Institute of Environmental Science and Research 
	$30,000
	$6,214

	Institute of Geological & Nuclear Sciences Limited 
	$35,000
	0

	Landcare Research New Zealand Ltd
	$30,000
	$2,125

	Lincoln University 
	$90,000
	$17,265

	Lincoln Ventures Ltd  
	$30,000
	$4,000

	Manukau Institute of Technology 
	$10,000
	0

	Massey University  
	$90,000
	$55,859

	National Institute of Water and Atmospheric Research Ltd 
	$175,000
	$98,346

	Nelson Marlborough Institute of Technology 
	$10,000
	0

	New Zealand Forest Research Institute Ltd 
	$200,000
	$68,859

	New Zealand Institute for Crop & Food Research Ltd 
	$430,000
	$415,528

	Northland Polytechnic 
	$10,000
	0

	Otago Polytechnic 
	$35,000
	$8,838

	Southern Institute of Technology 
	$10,000
	0

	Tai Poutini Polytechnic 
	$10,000
	0

	Tairawhiti Polytechnic 
	$10,000
	0

	Te Wananga o Aotearoa 
	$10,000
	0

	Te Wananga-o-Raukawa  
	$10,000
	0

	Telford Rural Polytechnic Total
	 
	$10,000
	0

	The Horticulture and Food Research Institute of New Zealand Ltd 
	$225,000
	$64,248

	The Open Polytechnic of New Zealand 
	$10,000
	0

	Unitec Institute of Technology 
	$70,000
	$12,210

	Universal College of Learning 
	$30,000
	$6,503

	University of Canterbury  
	$135,000
	$120,210

	University of Otago 
	 
	$105,000
	$80,311

	University of Waikato  
	$65,000
	$30,314

	Victoria University of Wellington 
	$30,000
	$2,000

	Waiariki Polytechnic  
	$10,000
	0

	Waikato Institute of Technology 
	$10,000
	0

	Wellington Institute of Technology 
	$10,000
	0

	Western Institute of Technology Taranaki 
	$10,000
	$9,946

	Whitireia Polytechnic  
	$10,000
	0

	Grand Total
	 
	$2,990,000
	$1,698,496


This uneven participation by service providers is likely to limit access to the range of experts.
4.4 Impact of TechNet
TechNet enquiries are not core business for them research organisations.  However in most cases TechNet.  However in some cases TechNet enquiries are viewed as a distraction from more interesting/relevant/strategically aligned work and a poor response can result.  Research organisations noted that the current budget limited the amount of work that could be done.

We interviewed five of the research organisations most actively involved in TechNet and found that:

· TechNet enquiries are not core business for them.  Most enquiries come through personal contacts and few through the Foundation website list which is hard to find. 
· Contact is welcomed as a chance to form relationships with industry with the potential to source placements for students or to build research relationships. 
86% of survey respondents identified specific benefits as illustrated in the graph below. Responses indicate that constraints are mainly in TechNet’s limited scope, e.g.:

· “If they are registered experts, it is a simple process to pose the question and get it answered;”

· “The amount of money means that so little work can be done that it is difficult to justify the time to manage it effectively”

· “The experts that contribute are great, although more needs to be added to get more of the specialised areas that we require”
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4.5 Service quality
The key strength perceived by businesses is clearly the quality of the expert. 67% of businesses with a turnover of more than $1million and 75% of businesses with a turnover of more than $10million saw this a they key strength.
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4.6 Improvements to TechNet performance

Both businesses receiving the service and research organisations providing the service see scope in improving performance through:

4.6.1 Increase the size of grants. 
The current funding of $2k/enquiry limits its usefulness.  One business questioned the unrealistic rates ($3k/day stated by one scientist) that some research organisations reputedly charge.
Business perceptions are summarised in the following table. What is notable is the relatively strong emphasis given to increasing the amount of expert time. 
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4.6.2 Market the TechNet service
About 50% of the businesses that we surveyed had not heard of TechNet. This was the response from individuals who had been named as a recipient within the last three years. These businesses receive a free service from a research organisation without knowing that TechNet was involved and the scheme is reliant on personal contacts. This is an Achilles heel in a system that requires no paperwork between business and research organisation. We recommend introduction of a standard email to accompany each service. This should include invitation to feedback a performance rating and comment.
4.6.3 Establish follow-up
The potential for follow-up rests entirely with research organisations which have the business relationship. While a few research organisations maintain a data-base of contacts that include TechNet information most appear to not do so. This suggests that across the scheme there are lost business opportunities particularly for first or one-off contacts. Research organisations should be asked to provide a quarterly report on TechNet activity including brief comment on strategic opportunities plus basic transactional information in a spreadsheet form that can be readily collated.
5 SmartStart Evaluation Findings and Conclusions
5.1 Overall performance

Feedback from interview of SmartStart agents and a selection of consultants from firms who have used SmartStart indicates:
· SmartStart has already, through its pilot phase, become an attractive service particularly in terms of its accessibility and practical value. Administration and compliance costs are seen as appropriate and set a ‘benchmark’ for public interventions of this type. 
· There is an almost universal desire to see the scheme expanded.

· The dollar size per project is generally seen as appropriate.  However some agents requested more on the basis that a mini-GPSRD would be appropriate as a ‘pilot-project’ to verify whether the concept was practical.  i.e. sufficient money to prove a concept rather than simply scoping out the issues.  The SmartStart rules already allow for this to happen through an elevated approval process.
· 50% contribution from firm is appropriate to incentivise effective use of the resources (or as some agents put it to keep ‘undesirables’ out).  

· Agents would prefer to be more involved in the work, such as planning, QA and post-project evaluation, and to be paid for this. 

5.2 Business perception of SmartStart

The perception of businesses receiving SmartStart services is broadly consistent with the above conclusions.  This is based on a survey of participants (55% response rate) and some interviews. 
SmartStart met or exceeded the expectations of 69% of respondents. As show below most firms are neutral or disagree about the scope for reducing compliance costs. There is support for SmartStart to facilitate improved networking, access to a wider range of experts and increasing the size of the grant somewhat.  These latter points are addressed more fully below.
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5.3 SmartStart impact

Our survey of businesses receiving SmartStart services found that for 67% it met or exceeded their expectations) and only 6% did not meet expectations in any respect). The benefits received, as indicted by survey results (graph below), are well aligned to the scheme objective of facilitating networking and planning to overcome early-stage barriers to R&D projects.
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5.4 Service quality

Quality and availability of the consultants is generally perceived by the agents as good.  Businesses participating in the scheme also mostly score the quality of consultants positively. As shown in the following graph, 67% of surveyed businesses considered that the consultant quality is strength of the scheme.
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However, this response cannot be interpreted to suggest that SmartStart offers a fully a ‘professional’ service.  Agents acknowledge that it does not include training, product specifications, and quality assurance controls associated with a mature product offering.  
We suggest the following to improve performance:

a. Increase fees paid to agents 
This would include:

a) Quality assurance and delivery of a more professional product  

More should be demanded from SmartStart agents to ensure projects are well scoped and professionally delivered.  
Agents should be appropriately paid to ensure FRST’s objectives are met or remedial action is taken.  The current fee of up to $200 per transaction (4% of allocation) is insufficient.
We propose that QA be monitored by establishing say 5 weighted objectives to be met by the consultancy at the start of the project.  After 6 months the Agent could ‘score’ the project against those objectives to arrive at a success score for the work.  The scoring process could be peer-reviewed as part of ongoing Agent training and assessment.  FRST could then use this approach to monitor and manage the scheme’s success.  This scoring process is currently used to control franchise agreements in the IT consulting world and has proved its usefulness in similarly difficult assessment areas. 
This reporting should be the essence of SmartStart outcomes reporting. There is currently no outcomes reporting and this should be established by Agents populating the Foundation performance management system including standard information on firm address and size  

	We examined a number of other options to improve quality: They included:  

1. Single research organisation relationship

One organisation could be contracted to be responsible for delivery and QA.  They may wish to use their own people or to sub-contract with current research organisations.  This option may be attractive to some consulting organisations due to the market opportunities created by additional client contact, for their other products such as software implementation and general business consulting.  The costs versus benefits of such an approach are worthy of exploration.  

2. Peer review

Peer review among the current research organisations could be used to increase the quality of service delivery, as is typically performed in medical and professional services practices.  However this option was not favoured by many research organisations since it would potentially violate their client/consultant relationship.

3. Governance relationship

Require a firm to enter into some form of external governance arrangement with a recognised advisor.  While this may be onerous for a small project it may be a useful way of managing scope change and accountability on larger projects. 

4. Accredited consultants

Most Agents do not report problems with consultants, and the freedom of a firm to choose its own consultant is seen as a significant plus.  Generally speaking the consultant already has a relationship with a firm and suggests using SmartStart as a funding source.  However problems have arisen.  Methods of addressing this could be:

· Credentialing consultants.  This is expensive and may exclude some competent operators. 

· Contracting with an established consulting firms (engineers or management consultants) on the basis that they take responsibility for QA, and engaging appropriately skilled staff. 

· Continuing with the current process but demanding more from Agents by way of post-project evaluation.  


b) Marketing

We presume that FRST is engaging agents on their ability and the scale of the network they bring with them.  Most agents emphasised the cost of managing and marketing to this network.  FRST may wish to consider the benefits of funding networking sessions, although we understand these have been discontinued presumably due to poor perceived value. At present marketing is low-key and difficult to access.
c) Training/product specification

Bearing in mind the changeable nature of the service offering, some more resource in this area could be useful.
d) Budgetary considerations

Maintaining momentum on the development of SmartStart is important, and if necessary funds could be transferred from other areas of Techlink to achieve the above.
b. Increase the number of agents

SmartStart activity is uneven across NZ with a few agents accounting for most of the business. The above actions would address most of this problem together with some recruitment of additional agents; either EDAs, Chambers of Commerce or others. In most cases the performance of the Agent is entirely dependent on the individual involved. Some agents employ clerical people while others use professionals. 
5.5 Start-up advice
Although The Foundation’s primary aim is around R&D development, that aim will be assisted by better integration into the capacity development services provided by Trade and Enterprise (T&E).  
We found most agents discourage consideration of SmartStart for start-ups and companies where the R&D challenge is not well defined; on the basis they will be unable to make good use of the money.  In some regions and for some organisations consultants suggest there is a valid case for The Foundation supporting developing business planning capability.  This is more effectively addressed through NZ T&E assistance managed by the same agents. 
5.6 SmartStart consultants 

SmartStart work provides a small contribution to most consultants’ income, in a sector where there are not a large number of research organisations.  Most research organisations questioned the level of assistance available and requested it be raised.  Most consultant (but not all) reported they struggle to earn a living from the fees available, and an issue arises as to sustainability, and whether good outcomes can be expected under these circumstances.  
5.7 SmartStart agents 

A minimal payment is paid for taking on fiduciary responsibility for this funding (currently 4% of the allocation or about $200 per transaction).  Agents are unlikely to recover all the costs involved, especially the potential risks involved.  Even though it is in the interests of the local council to fund agents, not all councils have EDAs, and some councils require their agents to fully recover their costs.  
Some agents have asked whether they can add more value by marketing these programmes to their network of users/consultants and improving the level of governance over SmartStart projects.  
5.7.1 IP agreements 

Such agreements are standard and will agree at the outset of a project the mutual ownership rights for any IP developed.  Typically the funders of a project have pro-rata rights to the value in a development, unless the developer brings prior and defined IP to the project.  

An example was presented where this process did not appear to be well structured.  A University employed as a consultant by the client insisted on ownership over all IP developed.  We understand it is appropriate for the consultant to claim a share of IP if they are part funding the project by way of dollar, sweat equity or defined IP brought to the project.  However if a consultant is fully funded by a client, it is somewhat unusual for the consultant to claim IP ownership as well as the project fee, in the same way that a builder would not claim ownership of the house, having been paid to build it.  
6 Other options to improve performance 
Introduce as ‘infrastructure’ idea 
6.1 Clearing house

Currently no one appears to be responsible that the client interests are well met with this service.  A clearing house to route all enquiries through could solve this issue, albeit at some cost.  The volumes are currently not huge (1,000 over 3 years), and assuming a call would take 2 hours to manage, this volume could relatively easily be handled by 0.5 of an FTE.  The added advantage of this would be the potential to use the international data-bases and information broking houses that are available.  These subscriptions are generally too expensive (US$16+/annum) for individual companies to support, however The Foundation could act as a co-operative purchaser for specialist information services directed at ‘industry clusters’ which are then recovered on a ‘user pays’ basis, or provided for free.  Specialist information services could cover the following:

1. Pharmaceuticals: extraction technology, toxicology and allergenicity for plant extracts, regulatory issues

2. Specialist engineering; heat treatment, wind-turbine, industrial transmission 

3. Market research; …..

An experienced science librarian who is interested in defining the problem and finding the relevant expert (nationally or internationally) could add significant value to this service.  A clearing house could also have the added benefit of providing a robust monitoring of client contact and demographic analysis.

6.1.1 Access to International Experts

Currently the scheme incentivises SmartStart to provide access only to local experts rather than providing a service to solve a firm’s technical problems.  (One or two consultants provide international networking but this appears to be exceptional). We are aware of international information broking firms (such as in the areas of chemical engineering, allergenic and toxigenicity) which FRST could purchase NZ wide access to on behalf of SmartStart/TechNet users.  In some areas this could make a significant difference.  

7 ATTACHMENT ONE: Initial Questionnaire
7.1 TechNet Firms enquiring

ii. How do you stay technically informed?  Rank by importance (10=highest, 0=lowest/not applicable):  own research, education, field-days, trade-journals, internet, scientific/engineering journals, employ consultants, study, suppliers, customers, university, research institutes, media, colleagues, …

iii. What are the special issues about managing your most valuable sources of technical information?  

iv. How did you know about TechNet? (Media, colleague, by contacting university, ,  ….)

v. How do you protect your Intellectual Property (IP) or trade secrets, when consulting with technical experts? (Apply for patents, secrecy agreements, confidentiality agreements, restrict who you talk to, …. )

vi. Why did you use TechNet, as opposed to other sources of assistance (supplier, colleague, library, internet, engineer, consultant)?

vii. What was the problem you needed assistance with?

viii. What were your initial expectations of the service?  What was your actual experience?

ix. Did the person responding understand the issues?

x. What was positive and negative in the experience?

xi. How useful/valuable was the response, and could you put a monetary figure on it?

xii.  What could it be improved?

xiii. In an ideal world what would have been the best way to manage your enquiry?

xiv. Would you use TechNet again?  Why?  Why not?

xv. Is this a good use of tax-payers money?

xvi. What questions should we have asked, which we didn’t!

7.2 Technet Scientist responding

i. How do you manage client expectations?  I.e. framing a question that can be realistically answered, and setting expectations on the deliverable which the budget can support?

ii. In what % of enquiries would you consult with experts outside your organisation? 

iii. What % enquiries are unrealistic (mad inventor…)?

iv. What % enquiries have real merit/challenge and are a useful use of your time?  I.e. proceed onto longer-term relationship (student placement, R&D project, significant product developed …..). 

v. How do TechNet enquiries fit in with your other work;  distraction, a necessary ‘evil’, cement relationships with industry and innovation?

vi. Why do they contact you rather than others (internet, consulting engineers, vendors ….)?

vii. Is this a good use of tax-payers money?

viii. In an ideal world what would have been the best way to manage these enquiries?

ix. What QA/follow-up was performed?

7.3 SmartStart Firms enquiring

i. As above for Technet but adding:

ii. Did it  proceed to a larger project and what was the outcome.  If not, why not?

7.4 Consultant (SmartStart)

i. What impediments prevent clients from being technically informed?

ii. How could the government best address these?

iii. What issues do you typically address with SmartStart?

iv. Why do people use SmartStart, rather than their other advisors (business advisors, network, …) or other schemes?

v. How realistic are the expectations of your Smartstart clients? 

vi. In an ideal world what would have been the best way to manage their problem?

vii. What outcome was achieved, i.e. what % of projects proceeded to an R&D assignment?

viii. Why do the clients not fully fund these assignments?

ix. How could the beauracratic hurdles be reduced and maintain/improve accountability?

x. Is this a sustainable market, i.e. could you earn your living at it?

xi. Is this a good use of tax-payers money?

xii. How could the scheme be improved?

xiii. What is reasonable to ask to meet QA objectives? (% peer reviewed, external QA, …)

7.5 Agent (Smart start); EDA, Chambers of Commerce … 

i. What are the impediments to people becoming technically informed?  What approaches would best resolve these problems? 

ii. What issues discourage people asking for assistance?

iii. What % are start-ups and ‘back-yard’ inventors?

i. How realistic are people’s  expectations? 

ii. In an ideal world what would have been the best way to manage their problem?

iii. What % of projects proceeded to an R&D assignment?

iv. What % achieve commercial success?

v. Is this a good use of tax-payers money?

vi. How could the scheme be improved?

vii. How could we improve the quality of responses? (% peer reviewed, external QA, …)

I have restructured to obtain following:

· Understanding of the firm (size and maturity), i.e. where are they coming from

· What was problem?

· What was outcome?

· What could be done better?

8 ATTACHMENT: SmartStart User Questionnaire
Please note the reason for asking is in red:

Understand Context:

We need to understand the context in which comments are being made?  Is this a startup, experienced, ……..?  Perhaps we need to manage different risks depending on the nature (size, maturity …) of the company applying?  Should this question ask for turnover or profit?
1.
What is the annual turnover of your business? 
i. Less than $200k 
ii. $200k-$1m 
iii. $1m-$10m 
iv. More than $10m 
Understand Context:

We have used product development rather than R&D, since it is slightly more clear?  Should we? 
2.
What % of staff time is dedicated to Product Development activities (i.e. not charged to a client account or production activity?) 
Understand Context:

How experienced are these people?  Do we need both 2 & 3?  
3.
On average how many new ‘branded’ products have you developed per annum?
Measure perception:

4.
Please rate the SmartStart assistance that you received
i. Not meeting your expectations in any respect 
ii. Meeting  your expectations in most respects 
iii. Generally meeting your expectations 
iv. Exceeding expectations in some respects 
v. Exceeding expectations in every respect
Measure compliance cost:

5.
Please rate the issues you needed to address in managing the SmartStart project (please rate the following 1=not significant, 5 = highly significant):

i. Effort of applying for the scheme?

ii. Cost of funding the scheme?

iii. Organising your own people?

iv. Time to manage the consultant?

v. Technical issues involved?

vi. Whether a market would exist for the eventual product?

vii. Other (please specify)? 

Measure outcome (should we measure GDP growth (i.e. saleable product) or that technical objectives were achieved (progression to larger R&D project?)?)

6.
How likely is your SmartStart investigation to deliver a saleable product?  0-100%?
Measure potential for improvement:

7.
What could be done to improve the value of SmartStart?  Please rank (1 = not significant, 5 highly significant):
i. Increase size of grant?

ii. Improve skills of consultants delivering service?

iii. Reduce compliance cost to get grant?

iv. Better planning at the start of the project?

v. Access to a wider range of experts from overseas?

vi. Improve networking with wider R&D community?

vii. Post-project audit?

viii. Other (please specify)?

Understand current market gaps needing to be filled:
8.
What difficulties do you face in applying technical knowledge to your business? (1=Not significant to 5=Extremely significant)? 
i. Quality personnel to perform R&D
ii. Experienced product development managers?

iii. Funding?
iv. Defining the questions to be asked
v. Locating the relevant technical experts
vi. Ease of access to local R&D resource in University/Research Institutes?
Confidential attachment
Attachment Two: Administrative issues and risks 
QA and follow-up

As we are aware, little research organisation training has been provided.  Product quality and specification is determined almost solely by the research organisation, and there are few QA procedures for research organisations to follow.  As a result, if research organisations are negligent, the extent of The Foundation’s legal liability, is unclear. 

However given the size of the TechLink interaction, the low volume of product transacted, and its geographic spread, it is also questionable whether practical control over product delivery is possible.  

Perception Risk

We have received comments that suggest current marketing material is sending the wrong signals, particularly those who have an entrepreneurial outlook.  ‘Something for nothing’ is a phrase often used.  These perceptions are very difficult to manage and colour client reactions to the schemes, particularly when the application path is time consuming and frustrating for them.  Coherence between publicity and the reality of accessing and managing these grants is required.  
It has been noted that most ‘techie’ firms seldom have ‘forensic’ risks associated with a project.  They simply want to see the technical solution come to fruition.  However in firms with an entrepreneurial bent the grant is often viewed as ‘something for nothing’.  This impression being given by their interpretation of the marketing material, or as a reaction to publicity arising from loose governance on other publicly funded projects.  This situation raises a question as how to best control this behaviour, or what form of governance is required to manage the risks involved.  

In one region it was suggested that most SmartStarts involved startups who do not have spare cash and it was likely that some were not providing their 50% contribution.  
Business identity
The Foundation’s current system requires a business GST number to support each transaction.  While this is an powerful check it may not be sufficient. 
In many cases our records are incomplete of contain inaccurate information. This challenges our ability to firstly be confident of the existence of the businesses and secondly obtaining feedback on performance.  More than 40 hours was required to collect information about company name, contact, telephone and email.  
Standard fields in the TechNZ data base, such as turnover and contact names, are seldom completed.  The standard fields need to be narrowed down to what is essential and several such as ‘ownership’ may be better deleted. 

Businesses with minor/ incidental R&D interest





Number of businesses








Technologically focussed businesses





Businesses with strong R&D capability








� Technology for Business Growth, the core component of Technology NZ, began in 1990.


� Investment Committee Guidelines, November 2004


� Of 401 projects, 98 supplied no size data. Of the remainder 34 had turnover above $10m.


� Evaluation spreadsheet analysis from TNZ raw data
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