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Evaluation of CE marking Programme SECTION

Executive summary I

Introduction

11 ASM Horwath has been appointed by Invest Northern Ireland (“Invest NI”) to carry out an
evaluation of the CE Marking Programme (the “Programme”) covering the period March 2006 to
September 2009. The evaluation is to concentrate on waves 10 to 15 of the Programme. The detailed
terms of reference are contained in Appendix A.

Background

1.2 The Programme, originally designed and developed by the Local Economic Development
Unit (““LEDU’’) and Queen’s University of Belfast (‘“*QUB’”) in 1998, takes companies through the
process of CE marking a product or a family of products. Since the CE Marking Programme was first
introduced in 1998 it has been delivered in fifteen waves with over 330 participating companies to
date.

1.3 The Programme aims to assist all companies involved in the design and manufacture of
products and/or components regardless of whether they are Invest NI Clients.

1.4 The UK Directives (which incorporate the EU legislation) set out the minimum standards of
safety in design of machinery, electrical equipment and medical devices. The Directives most widely
applicable to Northern Ireland companies are the Machinery, Low Voltage Directive (‘‘LVD’’) and
Electromagnetic Compatibility (‘‘EMC’’) Directives.

15 These cover the majority of the mechanical, electro-mechanical and electrical/electronic
sectors and offer the greatest return on investment.

Methodology

1.6 The evaluation involved the following main activities:

a) desk based research of key background information;

b) a review of Programme data;

C) stakeholder interviews; and

d) a structured telephone/internet survey of 50 client companies that had taken part in

waves 10 to 15; and benchmarking with other regions.
Programme Rationale and Mitigation of Market Failure

1.7 The Programme aims to develop key skill sets in companies to enable them to CE Mark
products and services. CE Marking is a pre-requisite for trading within the European Union and is
also a recognised ‘brand’ in much of the rest of the world. Although primarily a compliance issue,
other benefits may arise through CE Marking, such as efficiency gains, particularly at the design stage
and opportunities to network with other companies in comparable sectors.
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1.8 The original rationale for the Programme was to inform companies involved in the
design/manufacture of products or components of the requirements of CE Marking. Market
intervention, through the provision of seminars and consultancies was originally deemed appropriate
as a means of addressing the highly technical nature of CE Marking, particularly for small and
medium sized enterprises (‘‘SMEs’”) which did not have in-house expertise.

19 It is our contention that the original rationale for the Programme is still valid. Although the
market intervention was primarily aimed at addressing asymmetric information within SMEs, there is
also a rationale for the continued involvement within the Programme of large companies. The reason
for their involvement is two fold:

a) there is an important demonstration effect to local SMEs of the benefits of CE
Marking to exporting, through the experience of larger companies. It also provides
an opportunity for companies of varying scale and position on the supply chain to
network; and

b) due to the churn of staff within large companies, the Programme provides a useful
awareness raising opportunity, thereby facilitating compliance with the legislation.
In addition, large companies only have access to the seminars (no consultancy) and
they are charged at a rate which fully covers the additional cost of their participation

1.10  The continued provision of the Programme by Invest NI is considered appropriate.
Strategic Context

1.11  The CE Marking Programme is a useful tool which augments Invest NI’s portfolio of
interventions. Although it is primarily a compliance issue, with the consequent effect that failure to
utilise CE Marking would exclude Northern Ireland based companies from competing within the
European Union, the Programme can, through the adoption of design techniques and best practice
lead to innovation and efficiency gains for companies and it is through this positive outcome that the
Programme is in accordance with the following strategies:

a) Revised Lisbon Agenda;

b) Manufacturing: New Challenges, New Opportunities;
C) Strategy 2010;

d) Northern Ireland Economic Vision;

e) Regional Innovation Strategy;

f) Independent Review of Economic Policy; and

9) Invest NI Corporate Plans (2005-2008 and 2008-2011).
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Fit with Invest NI Portfolio of Programmes

1.12  The Programme is often the first area of engagement between technical staff within start up
companies (mainly in manufacturing) and Invest NI, introducing with it opportunities to avail of other
Invest NI products.

1.13  We see the Programme as being a ‘pump primer’ in that it assists companies to take the first
stage towards compliance and provides them with the tools to develop the process further themselves.
The survey validates this point as 65% of responses as to why respondents were prompted to take part
in the Programme related to compliance issues and only after attending the Programme did they begin
to recognise the wider benefits.

1.14  The timescale for this evaluation covers two Corporate Plan periods for Invest NI, 2005-2008
and 2008-2011. The following paragraphs assess the Programme’s fit with each Corporate Plan.

1.15 The 2005-2008 Corporate Plan stated that Invest NI interventions would be delivered under
three themes: Being Entrepreneurial; Being Innovative and Being International. The Programme
matches these themes and benefits participating companies in two ways:

a) innovation - it encourages them to become more innovative by both supporting the
compliant design of new products and demonstrating the benefits of design on
existing products; and

b) internationalism - it encourages them to become more export focussed by providing
them with more confidence in their products.

1.16  The 2008-2011 Corporate Plan states that Invest NI interventions will focus on three priority
actions for economic growth: Realising Client Potential, Shifting the Sectoral Focus and Frontier
Technologies. The Programme potentially has a direct impact on two of these themes:

a) Realising Client Potential — the Corporate Plan states “‘the greatest opportunity to
generate additional wealth lies in encouraging existing Client companies, most of
which are locally owned SMEs to realise their potential’’. Recommended actions to
be supported under this Theme include, increasing awareness of the benefits of
innovation through role models and case studies and offering a targeted development
programme aimed at improving productivity and business performance. The
Programme is in accordance with this Theme as it seeks to promote and embed an
innovation culture in local companies through seminars and consulting support; and

b) Shifting the Sectoral Focus — the Programme can also assist in the shift towards
high value economic activity by boosting indigenous businesses and start ups in high
value sectors, assisting in the sophistication of production, process, design and
product development.

1.17 It is our contention that the Programme does not have a direct impact on supporting Frontier
Technologies.
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1.18 In addition, the 2008-2011 Corporate Plan states that Invest NI will seek to promote and
embed an innovation culture in its clients and rationalise innovation support programmes under the
five themes of capability, product, process, export and investment. Relevant actions to the work of
the Programme include:

a) increasing awareness of the benefits of innovation through role models and case
studies; and
b) offering targeted development programmes aimed at improving productivity and

business performance.

1.19  The Programme has been classified under the research and development category as part of
the Near Market Product and Process Development portfolio of solutions. On this basis, we are
satisfied that the Programme fits with Invest NI’s current strategy and portfolio of interventions.

Contribution to the Programme for Government Targets

1.20  As an Invest NI intervention, the Programme would be anticipated to make a contribution to
the following Programme for Government Targets:

a) PSA 1: Productivity Growth — the level of export sales as a percentage of total sales
by Invest NI client companies excluding the Top 25 exporting companies to increase
by 3 percentage points; and

b) PSA 3: Employment Growth — total annual wages and salaries secured of
£345million reflecting inward investment success and growth from locally owned
clients.

1.21  Tangible evidence of an impact on both targets was sought through the survey.

1.22  23% of those surveyed stated that the Programme had a large impact on exports with a further
15% stating that the Programme had a little impact on exports. Of those companies which stated that
there had been an impact, their explanations related to either their new found confidence in being able
to meet the technical requirements of export markets, or that the CE ‘brand’ itself had opened up
markets.

1.23  Most respondents found it difficult to quantify the impact on exports as they could not isolate
the Programme’s role but recognised that it was a prerequisite for exporting.

1.24  Atotal of 7 (19%) responses stated that the Programme had had a large impact on sustaining
jobs one company said “*it sustained jobs by allowing us to export when domestic markets dried up. *’
In general, respondents stated that there was the possibility of positive impacts on sustaining/creating
jobs but it was hard to directly attribute the impact of the Programme.

1.25 Some 24 (65%) of responses stated that there was no attributable impact on jobs
sustained/created as a result of CE Marking. Most respondents stated that the impact of the recession
had temporarily limited any growth expectations.
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1.26  We believe that the recession has had an impact on the Programme’s contribution to the two
PSA targets, yet we also recognise that the present Programme monitoring arrangements do not
adequately capture the potential impact on the targets. However, enhanced monitoring and the use of
SMART objectives which seek to measure the impact against the PSA targets in any subsequent
Programme will remedy this situation.

Key results from the Client Satisfaction Survey

1.27 50 companies completed the Client Survey. We believe that the composition of the survey
group provided an accurate reflection of the views of all attendees of the Programme. The
Programme was judged to have matched the expectations of most respondents in terms of content and
quality. In addition the survey identified the following results:

a) 92% of respondents viewed the one day sessions as either useful or very useful;

b) 86% of respondents viewed the consultancy support as either useful or very useful;
C) 67% of respondents viewed the final forum as being either useful or very useful;

d) 98% of respondents stated that the marketing was effective;

e) 96% of respondents stated that they have already recommended or would

recommend the Programme; and

f) 82% of respondents stated that their level of knowledge of CE Marking has been
enhanced.

1.28 The survey was not able to accurately assess the impact of the Programme on sales,
employment and exports, however:

a) The Programme is 81% partially additional with 19% deadweight;

b) 23% of responses stated that the Programme had had a large impact on their export
activity, with a further 15% stating that it had had a little impact; and

C) 35% of responses stated that the Programme had had either a large or a little impact
on sustaining jobs.

Performance against Objectives

1.29  The objectives of the Programme have not been defined in accordance with SMART
principles and therefore the measurement of the achievement of these objectives is difficult. Our
assessment of the achievement of the Programme objectives has been carried out through the
stakeholder consultation and client survey. The following comments relate to the Programme’s
performance against its five stated objectives:
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a)

b)

d)

€)

Objective 1 -over the course of the Programme 135 companies undertook CE
Marking training. The data obtained from the Client Surveys indicated that 71% of
respondents (50 companies responded) stated that they would not have CE Marked if
they had not attended the Programme. The calculation of 71% would imply a
headline deadweight percentage (calculated as the number of companies who would
have CE Marked regardless of whether they had attended the Programme) as 29%
(14 out of 49 respondents). This figure is misleading as it includes a number of
larger companies who have attended the Programme a number of times and who
make a full contribution to the cost of their attendance at the seminars. Excluding
the 6 larger companies (who only attended the seminars) results in a reduced
deadweight percentage of 19% and consequently an increased additionality figure of
81%;

Objective 2 —the client survey noted an increase of understanding of CE Marking
amongst participating companies from 29% to 82%;

Objective 3 - although the present Programme commenced in March 2006, for most
of its duration client companies have been facing a significant economic downturn.
This has a consequent impact on their ability to trade and offsets the ability of the
Programme to have a positive impact on exports. However, 23% of respondents
stated that the Programme had had a large impact on exports with a further 15%
stating that it had had a limited impact on exports. Most respondents found it
difficult to quantify the impact on exports as they could not isolate the Programme’s
role but did state that it was a pre-requisite to exporting;

Objective 4 - while the data obtained from the Client Survey indicates that the level
of awareness of health and safety has been raised we do not have sufficient
information or data to confirm whether this objective has been achieved; and

Objective 5 - the Client Survey indicated that 52% of those surveyed considered the
consultancy element of the Programme to be ‘very useful’ with a further 34%
considering it to be ‘useful’. It is noted that a number of organisations have utilised
the Consultants since the Programme or at least maintained contact with their
Consultants. This would indicate that the advice being offered is relevant and of
benefit to the individual companies.

Value for Money Analysis of the Programme

1.30 A value for money analysis, assessing the economy, efficiency and effectiveness of the
Programme was undertaken. The following Section summarises the results:

a)

economy — taking into account the various elements of the Programme, there is little
scope for cost reduction;
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b)

efficiency - the budgeted net cost per company for wave 10 was £2,505, for wave 11
was £2,485 and for waves 12-15 was £2,488 with the actual costs for each wave
being lower. We consider the overall level of administration costs to be reasonable
at 10.4% of total gross cost. The Programme has been delivered at a cost per
intervention lower than original estimates. The efficiency gains have been brought
about by a flexible approach by the Programme Management Team in which they
expanded the scale of the Programme without negatively impacting on quality. In
addition, the Programme Management Team has ensured the continued active input
of many of Northern Ireland’s leading manufacturers and with full cost recovery;
and

effectiveness - the total budget of waves 10 to 15 was anticipated to be £298,753
with the actual budget being £308,540. There was an overspend of £9,787 over the
course of the Programme. However, the Programme has been delivered to a total of
135 companies compared to the anticipated 120 with 19 companies attending more
than once.

1.31  On the basis of the above analysis, we consider that the Programme has provided value for

money.

Non Monetary Benefits

1.32  The following non monetary benefits have been identified which illustrate the potential value
for money of the Programme, including:

a)

b)

d)

€)

attendance on the Programme has enhanced the knowledge of CE Marking of 82%
of respondents;

90% of respondents (40% of responses) stated that the potential benefits of taking
part in the Programme related to enhancing awareness of good practice. After
attending, companies realised that complying with CE Marking could bring with it
added benefits in their processes and products, either in terms of efficiency gains due
to improvements in design and enhanced awareness of health and safety issues;

48% of respondents (22% of responses) stated that the potential benefit of taking part
in the Programme related to the external accreditation of their product. This
provided a degree of confidence in entering new markets, but was most often cited as
being essential for those companies presently trading in the European Union and/or
supplying either the public sector or large companies;

even in the midst of a recession, 23% of companies surveyed stated that the
Programme had a large impact on exports with a further 15% stating that it had had a
little impact; and

86% of responses stated that the Programme was good value for money.
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Displacement

1.33  There are a number of private sector organisations that can provide the main elements of the
Programmes to individual companies. Indeed the Consultants used by the Programme can all provide
this service on a private basis. Our consultation revealed the following:

a) many of the companies embarking on the Programme are at the first stage of
investigating CE Marking and would not be prepared to consider engaging private
sector consultants at such an early stage. In particular, the Programme provides
laboratory time for pre-EMC testing, this is a service which both Queen’s University
of Belfast and several Notified Bodies in Great Britain can provide privately.
However, under the Programme, companies tend to test at an earlier stage on
products which are further from the market, thereby addressing design constraints
sooner. As Queen’s University’s facilities are not fully compliant with CE Marking
requirements, products have to be tested in the laboratory facilities in Great Britain.
The Programme provides opportunities for additional lab testing and does not
displace from the ultimate need to use private sector laboratory facilities;

b) the Programme provides a mix of advice from general advice delivered on the theory
of CE Marking and compliance with legislative requirements through the seminars to
specific tailored practical advice delivered by experienced Consultants. This overall
package may not be available privately;

C) the Programme provides companies with an opportunity to network with other
companies; and

d) private sector consultancy was considered to be prohibitive from a cost perspective
for many companies.

1.34  As discussed previously the Programme can be seen as “pump priming” which encourages
companies to take the first steps towards increasing their knowledge of the relevant product standards,
improving the health and safety aspects of their equipment, improving the marketability of their
product.

1.35  On this basis we consider the displacement effects of the Programme to be minimal.
Additionality/Deadweight

1.36  Additionality is defined as *‘the extent to which an activity takes place at all, or is undertaken
on a larger scale, or earlier, or to a standard, or within a policy target area, as a result of public sector
intervention.”

1.37  We have calculated additionality as being 81% and believe that the activity supported under
the Programme is best characterised as being partially additional. Although the survey states that
71% of respondents would not have undertaken CE Marking in the absence of the Programme, we
believe that the figure should be 81% and our rationale for this assumption is explained in the
following paragraphs.
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1.38  As CE Marking is a legislative requirement, this means that companies would be required to
comply at some stage irrespective of whether they attended the Programme or not. However, the
Programme provides additional intangible benefits over and above statutory compliance requirements.
In particular it provides access to experienced consultants who will promote best practice and
encourage the CE Marking process to become an integral part of the design process thereby
promoting more innovative design together with the opportunity to network with other companies
undertaking the process. The Programme also enhances the capacity of companies to CE Mark, both
in terms of the quality and consistency of their understanding.

1.39  We are satisfied that the Programme in its current form would not happen in the absence of
public sector funding, however, many of the component parts of the Programme are available, at a
cost, directly from the private sector. The Programme is considered to be partially additional as a
result of the following:

a) the Programme encourages companies to CE mark earlier than they would do
without the intervention. As a consequence the Programme delivers results earlier
than without intervention; and

b) the Programme is delivered to a higher standard than without intervention in that:

)} it provides direct access to highly experienced consultants which would be
cost prohibitive for many small companies;

i) it provides detailed technical knowledge delivered by experienced trainers;
and

iii) it encourages networking between companies.

1.40  The headline deadweight percentage (calculated as the number of companies who would have
CE Marked regardless of whether they had attended the Programme) is 29% (14 out of 49
respondents). This figure, however, is misleading as it includes a number of larger companies who
have attended the Programme a number of times and who make a full contribution to the cost of their
attendance at the seminars. Excluding the 6 larger companies (who only attended the seminars)
results in a reduced deadweight percentage of 19%.

1.41  Prima facie deadweight could be reduced if the Programme was only accessible to companies
who had not previously CE Marked. However, the benefits associated with the inclusion of
companies with previous CE Marking experience outweigh the advantages of restricting the
Programme to those companies who have not previously CE Marked.

Service delivery mechanisms

1.42  The Programme structure is considered to be good by both participants and Consultants as it
provides a good balance of general advice (in the form of the initial seminars), tailored consultancy
advice and networking opportunities arising in the final forum. The Consultants and presenters are
considered to be high quality and were rated as such in the Client Survey.
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Benchmarking

1.43  We note that there are a number of organisations which offer technical support and tuition on
CE Marking in the UK and Europe. However, the majority of these organisations do not offer the
combination of theory and consultancy support, as offered by Invest NI’s Programme. We were
therefore unable to make any cost comparisons.

Equality

1.44  The Programme has been screened by Invest NI’s Equality Impact Assessment of its Business
Development Solutions suite of programmes and found to be compliant. However, there is insufficient
equality related data available, on Waves 10 — 15, on which to make a quantitative assessment. .

Effectiveness of CE Marking Marketing Activities

1.45 In general, the marketing of the Programme is low key. However, the Programme is limited
to 20 companies per wave and has been oversubscribed for all recent waves. On this basis, provided
the Programme does not increase in scale, we consider that the marketing is adequate.

Recommendations

1.46  As aresult of the evaluation, the following recommendations are made:

1) Subsequent Programme literature should highlight the option for a combination of pre
EMC laboratory testing and consultancy support (para 4.24a);

2) The final forum should be convened at a date no later than three months after the
consultancy support period commences thereby providing the consultants with an
opportunity to contact their respective beneficiary companies to identify any ongoing
issues. These common issues will form the basis of the subsequent final forum which
will be held in a workshop format (para.5.22). The final forum should also include
content on meeting global technical requirements (para.4.84);

3) A performance monitoring framework should be put in place and high level
information (such as respondent numbers, composition of respondents in terms of
scale and sector and any key issues arising) from the feedback forms should be
collated and analysed to identify any emerging trends provide an evidence base for
augmenting the Programme (para.5.25);

4) Consideration should be given to adopting the following proposed SMART objectives
(para.5.26a):

)} as a result of attending the Programme the percentage of companies who
report an increase of company knowledge of CE Marking within 12 months
of end of wave;
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5)

6)

7)

8)

9)

i) as a result of attending the Programme the percentage of companies
implementing the recommendations of the consultancy report in relation to
design/process improvements within 12 months of end of wave;

iii) as a result of attending the Programme the percentage of companies CE
Marking a product/process within 12 months of end of wave; and

iv) as a result of attending the Programme the percentage of companies

developing new markets (geographical/product) within 12 months of end of
wave.

The targets for the SMART Objectives should be set by the Programme Manager
and confirmed by any subsequent economic appraisal.

The Invest NI Programme Manager should be responsible for collating the data
for the SMART Objectives.

The Programme Manager, through a letter of offer/invitation to attend, should inform
all beneficiary companies of the type and frequency of information they will be
required to provide to fulfil Programme targets.

SMART Objectives i-iv should be collated through the 12 month feedback form.

The Invest NI Programme Manager should take responsibility for ensuring all
recommendations are delivered.

Page 11

/;@\ ASM Horwath



Evaluation of CE marking Programme SECTION

Terms of reference 11

2.1 ASM Horwath has been appointed by Invest Northern Ireland (“Invest NI”) to carry out an
evaluation of the CE Marking Programme (the “Programme”) covering the period March 2006 to
September 2009. The Evaluation is to concentrate on waves 10 to 15 of the Programme. The detailed
terms of reference are contained in Appendix A.

2.2 The overall objective of the Evaluation is to provide qualitative and quantitative information
that will better inform decisions on the future of the Programme.

2.3 The requirements of the Evaluation include an assessment of:

a) the original rationale for intervention and to conclude on the nature and extent of
market failure relating to each element of activity that the CE Marking Programme
sought to correct;

b) the extent to which the Programme has contributed, or has the potential to contribute,
to achieving the relevant targets included in the Programme for Government and
securing improvements in manufacturing and private sector productivity (PSA 1)
and increasing employment (PSA 3);

C) the ongoing demand for the Programme and how it interfaces/might interface in the
future with other Invest NI programmes;

d) the economy, efficiency and effectiveness of the Programme to date;

e) the performance of the CE Marking Programme to date against objectives and
targets;

f) the effectiveness of the CE Marking Programme marketing activities and make

recommendations for the future;

9) client satisfaction with the CE Marking Programme and in particular what tangible
and intangible benefits have developed for the company as a result of participating
on the Programme. In particular:

)} how many products have been CE marked by participating companies since
attending the CE Marking Programme?

i) have participating companies been able to increase sales turnover by
exporting CE marked products? How much additional turnover has been
generated in this way?

iii) having CE marked one product on the Programme, have companies been
able to repeat the process with other products subsequently?

iv) which aspects of the Programme did participants find particularly useful?

V) should the Programme be extended/amended or adjusted in any way to take
account of current Invest NI client company requirements?
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h) how effectively the Programme performs in comparison to similar programmes run
within the UK, Rol and Europe;
)} the overall value for money from the Programme;
)] the additionality and displacement;
k) review progress on the Action Plan relating to the recommendations arising from the
May 2006 evaluation, covering Programme Waves 6-9; and
)} make appropriate recommendations, based on the outcome of the evaluation.
Methodology

2.4 Our methodology comprised the following main steps:

a)

b)

c)

d)

9)

h)

desk research of key background information;

a review of the Programme data held by both Invest NI and the Programme manager
(the Queen’s University of Belfast (“QUB”));

interviews with the following key stakeholders:

)} Mr Mark Forte — QUB Programme manager;
i) Mr Alan Edgar — Consultant;

iii) Mr Simon Barrowcliff — Consultant;

iv) Mr Raymond Hall — Consultant;

V) Mr Ken Allen — Consultant;

Vi) Mr Barry Duke — Consultant;

vii) Mr Paul Laidler — Consultant; and

viii)  Mr Colin Graham (Invest NI).

a structured telephone survey of 50 client companies that had taken part in waves 10
to 15;

an analysis of data obtained from various sources;
a variance analysis of spend and outputs;
a review of the recommendations from the previous Evaluation (March 2006); and

a benchmarking exercise of provision in other UK regions.
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Background

3.1 The Programme, originally designed and developed by the Local Economic Development
Unit (““LEDU’’) and Queen’s University of Belfast (‘“*QUB’”) in 1998, takes companies through the
process of CE marking a product or a family of products. Since the CE Marking Programme was first
introduced in 1998 it has been delivered in fifteen waves with over 330 participating companies to
date.

3.2 The Programme aims to assist all companies involved in the design and manufacture of
products and/or components regardless of whether they are Invest NI Clients.

3.3 The UK Directives (which incorporate the EU legislation) set out minimum standards of
safety in design of machinery, electrical equipment and medical devices. The Directives most widely
applicable to Northern Ireland companies are the Machinery, Low Voltage Directive (‘‘LVD’’) and
Electromagnetic Compatability (““EMC’’) Directives.

34 These cover the majority of the mechanical, electro-mechanical and electrical/electronic
sectors and offer the greatest return on investment.

35 For the majority of companies, CE marking is a self-certification process. The CE marking
process involves the following steps:

a) a risk assessment of the product or equipment;
b) the development of a technical file;

C) the supply of appropriate information;

d) a declaration of conformity; and

e) affixing of the CE Mark.

3.6 The core elements of the CE Marking Programme involve the following:

a) recruitment of 20 client companies onto the Programme. Each company makes a
contribution towards the cost of the Programme (£450 in Wave 10, £500 in Wave 11
& 12 and £550 for Waves 13-15);

b) seminar A — (full day) aimed primarily at mechanical and electro-mechanical
companies and focusing on the Machinery Directive;

C) seminar B —(full day) aimed primarily at electrical and electro-mechanical
companies and focusing on EMC and Low Voltage Directives;
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d)

€)

111

consultancy support - delivery of nominal allocation of up to 3.5 days of
consultancy per company to provide advice on product development and/or the
production of a technical file. This is normally delivered over a 6-8 week period
between the seminars and the final forum. As an alternative, companies seeking
advice under the EMC Directive may avail of up to 3.5 days of laboratory testing

time at QUB; and

final forum — after completion of consultancy support the companies are invited to a
final three quarter day forum which includes a review of progress, future
networking, a question and answer session and formal closure of the Programme.

3.7 The management of the Programme is the joint responsibility of QUB and Invest NI, who
both host various seminars and fora over the typical 18 week duration of each Programme wave.

3.8 The Programme has been run in 15 waves to date with wave 10 commencing in March 2006:

Wave

Wave 10
Wave 11
Wave 12
Wave 13
Wave 14
Wave 15

Total

Period run Number of interventions

March 2006-June 2006
December 2006 — March 2007
November 2007 — March 2008
May 2008 — September 2008
November 2008 — March 2009
May 2009 — September 2009

28
35
19
25
26
21

154

Strategic context

3.9 The strategic context for the Programme has been ascertained from a review of the following

documents:
a)
b)
c)
d)
€)
f)

9)

h)

European Level Guidance;

UK Government Level Guidance;

Programme for Government 2008-2011;

Strategy 2010;

Northern Ireland Draft Regional Economic Strategy;
Northern Ireland Economic Vision;

DETI’s Regional Innovation Strategy;

Independent Review of Economic Policy;

Invest NI’s Corporate Plan (2005-2008 and 2008-2011); and

f@% ASM Horwath
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)] NI Manufacturing -Manufacturing Counts.

European Level Guidance

Revised Lisbon Agenda

3.10  The revised Lisbon Strategy re-targeted the priorities towards growth and employment. The
European Commission proposed a partnership with Member states concerning growth and
employment and proposed a Lisbon Agenda for the Community that identified the following key
areas for intervention:

a) provide for open and competitive markets within and outwith of Europe;
b) contribute to a powerful European industrial base; and
C) creation of a larger number of better jobs.

3.11  The Programme was developed in accordance with these key strategic objectives.
European Commission Internal Market and Consumer Protection Guidance Committee
3.12 In a Commission Impact Assessment for the Internal Market and Consumer Protection

Committee (dated 14/2/2007), the following recommendation was made in relation to the
standardisation and compliance with CE Marking:

““an information campaign on the meaning of CE Marking is the most effective tool to clarify
consumer understanding of the marking and will not have any negative consequences for
business.”

3.13  The Programme is consistent with the aim of this recommendation.

UK Level Guidance

Department for Business, Enterprise and Regulatory Reform - Manufacturing: New Challenges, New
Opportunities (Sept 2008)

3.14  The report identifies five inter-related dynamics that have been and continue to be
instrumental in reshaping global manufacturing:

a) the increasing prevalence and complexity of global value chains;

b) the accelerated pace of technology exploitation;

c) the growing importance of investment in intangibles such as design, branding and
R&D;

d) the increased recognition in investment in people and skills; and

e) the move to a low carbon economy.
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3.15 Manufacturers in the UK are increasingly recognising the importance of investing in
intangibles or knowledge assets to exploit existing areas of comparative advantage in sectors. These
include design and other aspects of product development, brand building, training and improvements
to business processes. The Government’s role is to ensure companies have the right incentives and
information to invest in these intangibles.

3.16  The Programme aims to ensure investment in intangibles, such as design and research and
development.

Northern Ireland Programme for Government

3.17  In January 2008, the Northern Ireland Executive approved its Programme for Government
(“*PfG”’), in which the economy was identified as the number one priority of Government policy.

3.18  Within Northern Ireland, the Department of Enterprise, Trade and Investment (“*“DETI’”) aims
to promote the development of a globally competitive economy in Northern Ireland. Within the PfG,
DETI has three priorities, two of which relate directly to the Programme:

PSA 1: Productivity Growth — promote a competitive and outward looking economy
3.19  The following actions relate to PSAL:

a) support companies to diversify into new markets; and

b) improve the sales and marketing capability of NI businesses.
3.20 PSA 1 has the following target:

“the level of export sales as a percentage of total sales by Invest NI client companies
excluding the Top 25 exporting companies to increase by 3 percentage points.”’

PSA 3: Employment Growth — increase employment opportunities by supporting domestic investment

3.21  The following actions relate to PSA 3:

a) prioritise resources on promoting value added growth projects from locally owned
clients; and
b) prioritise resources on increasing the competitiveness of client companies in global

markets with a view to increasing employment opportunities.

3.22  The Programme aims to develop key skill sets in companies to enable them to CE Mark
products and services. CE Marking is a pre-requisite for trading within the European Union and is
also a recognised ‘brand’ in much of the rest of the world. Although primarily a compliance issue,
other benefits may arise through CE Marking, such as efficiency gains, particularly at the design stage
and opportunities to network with other companies in comparable sectors. In short CE Marking is an
enabler to exporting and indirectly impacts on PSA 1 and PSA 3.
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Strategy 2010

3.23  The Programme was developed and in part delivered under Strategy 2010, which made the
following recommendations:

a) improve competitiveness in a global economy, by improving product marketability;

b) establish closer links between organisations and the universities, as a source of
learning and access to technological facilities for competitive advantage;

C) encourage innovative thinking, in terms of improving product safety and related
design and manufacturing processes;

d) encourage the utilisation of ICT, to access relevant information;

e) establish best practice by implementing a thorough design process;

f) improve customer-supplier relationships, through confidence in product safety;
9) enhance knowledge and skills through relevant training and development; and
h) encourage networking between organisations.

3.24  The Programme reflects the ambitions of Strategy 2010.
Northern Ireland Draft Regional Economic Strategy

3.25 The Draft Regional Economic Strategy (the *‘Strategy’’) was developed within the
parameters of national economic policy and sets out the public policy framework Government will put
in place to deliver the Economic Vision for the Northern Ireland economy.

3.26  The Strategy recommends that the growth potential of the Northern Ireland economy can be
improved by increasing the employment rate and improving productivity by focusing on four key
drivers: infrastructure, enterprise, skills and innovation. The Programme is in line with the Strategy
as it seeks to:

““refocus business support on exports, R&D and innovation.’
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Northern Ireland Economic Vision

3.27  The Vision has the following key ambition:

“Northern Ireland as a high value-added, highly skilled innovative and enterprising economy
which enables us to compete globally, leading to greater wealth-creation and better
employment opportunities for all.”’

3.28  The Vision states that Northern Ireland must grow its private sector and encourage companies
to move up the value chain and raise the rate of productivity. In addition, the Vision calls for the
“encouragement of a culture within SMEs of being more outward looking and enterprising,
innovative and creative.”’

3.29  The Programme supports the ambition of the Northern Ireland Economic Vision.
DETI Regional Innovation Strategy
3.30 DETI sets out its action plan to achieve this vision in its regional innovation strategy for

Northern Ireland, “think | create | innovate”. The action plan identifies challenges to the NI economy
such as:

a) a low level of research and development expenditure;
b) a large proportion of small and medium sized enterprises (“SMEs”); and
C) ongoing industrial restructuring.

3.31 In order to overcome these challenges, the plan suggests that:
a) key stakeholders in the innovation economy should be encouraged to work together
to foster a greater number of more robust Higher Education and Further Education to
business interactions and business to business interactions;

b) a greater focus is needed on developing the key people, skills and training for the
innovation economy; and

C) companies, especially SMEs, should be encouraged, by a variety of means, to invest
more in research and development and to adopt more innovative business practices.

3.32  The Programme aims to develop innovative business practices.
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Independent Review of Economic Policy (the ‘‘Review”’)
3.33  The Review highlighted the following issues:

“almost one-third of the competitive advantage of an advanced economy stems from only two
pillars — innovation and business sophistication. Strengthening performance in Innovation is

therefore seen as the major route to achieving greater sustainable economic growth in the
EU’s Lisbon agenda.”’

“It is important to move away from the concept of Innovation as a wholly technological
phenomenon as implied by the emphasis on R&D, toward the view of Innovation as a business
and commercial process. Hence the encouragement of imitations, adaptations,
improvements and adoptions of products and processes into the region would appear to be
much more relevant to the promotion of productivity growth in NI than the pursuit of
newness.”

3.34  The Review recommends that support should be given for programmes which encourage the
adoption of more efficient production processes across the region’s industry. The Programme works
with companies of all scales and with varying degrees of expenditure on R&D, ensuring not only that
they are made aware of compliance issues, but it also facilitates the adoption of innovative techniques,
primarily at the design stage which have the potential to overcome constraints and bring products to
market quicker.

3.35  The Programme objectives are in keeping with the strategic recommendations of the Review.
Fit with Invest NI Portfolio of Programmes

3.36  The Programme is often the first area of engagement between technical staff within start up
companies (mainly in manufacturing) and Invest NI, introducing with it opportunities to avail of other
Invest NI products.

3.37  We see the Programme as being a ‘pump primer’ in that it assists companies to take the first
stage towards compliance and provides them with the tools to develop the process further themselves.
The survey validates this point as 65% of responses as to why respondents were prompted to take part
in the Programme related to compliance issues and only after attending the Programme did they begin
to recognise the wider benefits.

3.38  The Programme has operated under two Corporate Planning periods for Invest NI, 2005-2008
and 2008-2011. The following paragraphs assess the Programme’s fit with each Corporate Plan.

3.39  The 2005-2008 Corporate Plan stated that Invest NI interventions would be delivered under
three themes: Being Entrepreneurial; Being Innovative and Being International. The Programme
matches these themes and benefits participating companies in two ways:

a) innovation - it encourages them to become more innovative by both supporting the
compliant design of new products and demonstrating the benefits of design on
existing products; and

b) internationalism - it encourages them to become more export focussed by providing
them with more confidence in their products.
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3.40 The 2008-2011 Corporate Plan states that Invest NI interventions will focus on three priority
actions for economic growth: Realising Client Potential, Shifting the Sectoral Focus and Frontier
Technologies. The Programme potentially has a direct impact on two of these themes:

a) Realising Client Potential — the greatest opportunity to generate additional wealth
lies in encouraging existing Client companies, most of which are locally owned
SMEs to realise their potential. Recommended actions to be supported under the
Theme include, increasing awareness of the benefits of innovation through role
models and case studies and offering a targeted development programme aimed at
improving productivity and business performance. The Programme is in accordance
with the Theme as it seeks to promote and embed an innovation culture in local
companies through seminars and consulting support; and

b) Shifting the Sectoral Focus — the Programme can also assist in the shift towards
high value economic activity by boosting indigenous businesses and start ups in high
value sectors, assisting in the sophistication of production, process, design and
product development.

3.41  Itis our contention that the Programme does not have a direct impact on supporting Frontier
Technologies.

3.42 In addition, the 2008-2011 Corporate Plan states that Invest NI will seek to promote and
embed an innovation culture in its clients and rationalise innovation support programmes under the
five themes of capability, product, process, export and investment. Relevant actions to the work of
the Programme include:

a) increasing awareness of the benefits of innovation through role models and case
studies; and
b) offering targeted development programmes aimed at improving productivity and

business performance.
3.43  The Programme has been classified under the research and development category as part of
the Near Market Product and Process Development portfolio of solutions. On this basis we are
satisfied that the Programme fits with Invest NI’s current strategy and Programme portfolio.

Northern Ireland Manufacturing - Manufacturing Counts

3.44  Northern Ireland Manufacturing is a lobbying body for the Manufacturing sector in Northern
Ireland. Its 2006 strategy document, Manufacturing Counts, states:

“Invest NI need to look to niche sub sets where potential abounds hence an emphasis is
needed on applying knowledge based solutions to traditional areas and thereby creating
growth rather than managed decline’’

3.45  The Programme aims to assist manufacturing through applying knowledge based solutions.
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Conclusion

3.46  Although CE Marking is primarily a compliance tool and failure to comply would exclude
Northern Ireland based companies from competing within the European Economic Area, the
Programme aims to ensure that companies are aware of the full implications of CE Marking, whilst at
the same time embedding best practice in terms of design and production methods through the
combination of seminars and consultancy support.

3.47 In seeking to embed improved design and production methods the Programme is in
accordance with the following strategies:

a) Revised Lisbon Agenda;

b) Manufacturing: New Challenges, New Opportunities;
C) Strategy 2010;

d) Northern Ireland Economic Vision;

e) Regional Innovation Strategy;

f) Independent Review of Economic Policy; and

9) Invest NI Corporate Plan.

3.48 The original rationale for the Programme was to inform all categories of Invest NI client
companies involved in the design/manufacture of products or components of the requirements of CE
Marking. Market intervention, through the provision of seminars and consultancies was originally
deemed appropriate as a means of overcoming the highly technical nature of CE Marking, particularly
for small and medium sized enterprises (‘*SMEs’”) which did not have in-house expertise.

3.49 Itis our contention that the original rationale for the Programme is still valid. Although the
market intervention was primarily aimed at addressing asymmetric information within SMEs, there is
also a rationale for the continued involvement within the Programme of large companies. The reason
for their involvement is two fold:

a) there is an important demonstration effect to local SMEs of the benefits of CE
Marking to exporting, through the experience of large companies. It also provides
an opportunity for companies of varying scale and position on the supply chain to
network; and

b) due to the churn of staff within large companies, the Programme provides a useful
awareness raising opportunity, thereby facilitating compliance with the legislation.
In addition, large companies only have access to the seminars (no consultancy) and
they are charged at a rate which fully covers the additional cost of their participation.

3.50 In addition, the continued provision of the Programme by Invest NI is considered appropriate.
The Programme is often the first area of engagement between technical staff within start up
companies (mainly in manufacturing) and Invest NI, introducing with it opportunities for them to
avail of other Invest NI products.
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Client Survey and Stakeholder Consultation v
Methodology
4.1 In accordance with the requirements of the evaluation, we have employed the following

methodology to determine a robust sample size:

a) out of a total of 154 Programme Interventions — 13 companies had a