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Introduction by Tom Cosh - Head of City Technology Office Newcastle City Council

StepChange is an innovative programme aimed at providing direct support to our regions’ SMEs. SMEs form a vital part of our

economy but as this report highlights they face significant challenges.

As Chairman of the ICT panel of the TyneWear Partnership | worked with colleagues to develop the concept of StepChange. The
pilot study in January 2005 confirmed our views that North East SMEs needed support to understand and adapt to the changes that

are emerging as a result of the increased use of e-commerce (internet based buying and selling).

The sub regions’ local authorities are amongst the early adopters of e-commerce technology in the public sector and they provide a
relevant context for the first stages of StepChange. In our first year we targeted mainly existing and aspirant suppliers to the local
authorities in the region and received significant and welcomed support in this from NEPO and the regional Centre of Excellence for

Procurement.

| am pleased to confirm that following our achievements in 2005-2006, we have received approval to run StepChange in 2006-
2007. We have also been asked by authorities including Durham County Council, Teesside Council and Northumberland County

Council to consider extending the programme into their regions.

This report gives me the opportunity to thank ONE NorthEast, TyneWear Partnership and our partners for sharing our vision that

StepChange can make a difference. We look forward to another successful year for the programme.

Tom Cosh

StepChange Annual report 2005-2006 2



STEP
CHANGE

Acknowledgements

e StepChange Project Board

- Chris Fleetwood (Chairman, NE-Life and ADIT)

- Andy Walton (eBusiness Senior Specialist Manager, ONE North East)

- Ed Brown (CEO, ADIT)

- Andrew Sugden (Director of Policy & Representation, Chamber of Commerce)
- Andy Brown (Business Development Manager, Business Link)

- Bill McNulty (Corporate Procurement Manager, NEPO)

- Stuart McKellar (CEO, COMECON)

- Tom Cosh (Head of City Technology Office)

e StepChange project team

- Peter Moran - Project Manager

- John Harrison - Business Advisor
- Bill Bonner - Business Advisor

- Melissa Hudson — Project Assistant

e Business Link project co-ordination — Paul Burkin

StepChange Annual report 2005-2006



STEP
CHANGE

Partners
TyneWear Partnership
North Tyneside Council
South Tyneside Council
Gateshead Council
Sunderland City Council
Newcastle City Council
NEPO
Business Link Tyne and Wear
North East Chamber of Commerce
ADIT

North East Centre of Excellence for Procurement

COMECON

StepChange Annual report 2005-2006



STEP
CHANGE

Programme Background

e StepChange is a three-year programme sponsored by the TyneWear Partnership. It is aimed at actual and aspirant SME

suppliers to local authorities in the sub-region. Its target is to provide support to 1,000 of these businesses.

e The purpose of the programme is to encourage these companies to adopt technology that ultimately enables them to trade
“on-line”. This method of trading (e-commerce) has led to revolutionary changes in the way products and services are
bought and sold across the world and has increased and developed new markets for companies who have successfully

integrated e-commerce into their organisations.

e A recent survey’ highlighted that out of 5,000 North East businesses interviewed in 2004-2005 only 24% confirmed they
were able to trade electronically. The pilot study that preceded the launch of StepChange also determined very low levels of

“transactional use” of the internet.?

e The TyneWear Partnership’s purpose when it approved the StepChange programme was to address this under-utilisation of
technology. This puts the region at an economic disadvantage and therefore makes it vulnerable to the effects of the

e-procurement process being adopted by the public sector.

e “e-Procurement” is one aspect of e-commerce. In one form, it enables the buying organisation to order and pay for products
and services electronically. It also allows tenders to be advertised electronically, bids to be submitted electronically; on-line

! Source : Research Solutions UK Ltd 2005
2 Source : StepChange Pilot Study report January 2005
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First Year Headlines (September 2005 - March 2006)
e established a database of 2,500 SMEs
e developed a process and surveying methodology (based on DTI survey process)
e exceeded all of the funders’ core output targets
e directly supported 230 businesses in a seven month period
e developed a StepChange handbook which was distributed to a further 500 businesses
e distributed grants to the value of £200,000
e generated ICT investment of £0.33 million by SMEs in new ICT facilities and training
e established referral relationship with business support network
e generated referrals to the regional portal (NE-Life), NEPO and Business Link

e developed regionalisation proposition for StepChange

StepChange Annual report 2005-2006
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First Year Findings (September 2005 - March 2006)

genuine appreciation by SMEs that local authorities are showing interest in them as “small suppliers”

confusion amongst SMEs regarding local authorities intention of working with suppliers “electronically”

too many uncoordinated public and private sector “e-procurement” related projects and initiatives in the region

view that StepChange “kickstarted” SMEs interest in using ICT more effectively

significant number of SMEs not using broadband in their business (20% of StepChange clients) and most not using it in the

context of e-commerce

relatively low levels of general ICT use, old and obsolete equipment (unsupported operating systems), old versions of

software and unused software functionality

lack of awareness relating to data security and continuity planning

keen interest in increasing access to tender opportunities

commitments to training to improve ICT awareness by SMEs
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Analysis of First Year

1. Scope®

Supplier details provided by Tyne and Wear local authorities
Number of SMEs visited by StepChange advisors

Number of SMEs provided with StepChange grant

Number of SMEs supplied with StepChange information pack
2. Distribution between authorities (based on SMEs visited)®
Gateshead

Newcastle

North Tyneside

South Tyneside

Sunderland
Total

®> Based on data held on the StepChange database and supplied by the Tyne and Wear local authorities before cleansing

® Based on SMEs who attended an event and/or were visited by a StepChange advisor
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2,500

230

150

500

No. of SMEs

64

54

41

38

33
230

%

27%
23%
18%
17%
14%
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3. Turnover of businesses visited

£0 to £100,000
£100,000 to £250,000
£250,000 to £500,000
£500,000 to £750,000
£750,000 to £1,000,000
£1,000,000 plus

Total

4. Employees

Full Time

1-10

11-20

21 plus

Part time

1-5
5 plus

STEP
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No. of SMEs

41
37
28
19
16
89
230

No. of SMEs

136
29
39

83
17

%

18%
16%
12%
8%
7%
38%
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5. Percentage of turnover from public sector

1% to 5%
6% to 10%
11% to 20%
21% to 30%
31% to 40%
41% to 50%
51% to 100%
Not sure
Total

6. E-enabled SMEs (before intervention)

Web site

E-mail address

SMEs (interviewed) who bought and/or sold through the internet
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No. of SMEs

58
31
27
26
11
10
38
29
230

63%

84%

35%

%

25%
13%
12%
11%
5%

4%

17%
13%
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7. Use of StepChange grant’ No. of SMEs %

e Accountancy Software 47 20%
e Anti Virus software 31 13%
e Broadband 28 12%
e Business Software 41 18%
e Consultancy 7 3%
e Data Security / Backup 30 13%
e e-commerce solution 13 5%
e Miscellaneous 6 2%
e NE-Life Procurement Training Course 6 2%
e NE-Life Tender Alerts 3 1%
e Networking 55 24%
e Other Software 3 1%
e Other web based solutions 1 0.5%
e Personal Computer 92 40%
e Training 37 16%
e Web Site development 17 7%

"This table reflects how the StepChange grant was used by SMEs. In total, SMEs spent £330,000 on new ICT facilities and training in period Oct 2005 —
March 2006

StepChange Annual report 2005-2006
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Case Studies

Point OV

Society is becoming increasingly aware of Fair Trade products and their social benefits. Many major high street stores are now
promoting their own range of Fair Trade products and services. Newcastle based social enterprise, Point OV, specialise in

selling Fair Trade products and services on-line through their own electronic marketplace.

Web technology has allowed Point OV to trade internationally and expand their business. Part of this growth includes beginning
to trade with local authorities. Schools are particularly interested in Point OV’s Fair Trade food products and information packs

that act as educational resources as they explain how Fair Trade works.

Due to the established nature of their trading and existing customer base, Point OV were very interested to learn from
StepChange about the changes in the way that goods and services will be purchased in the future by the public sector using

on-line tendering and ordering services. All customers are currently able to access Point OV's “electronic marketplace” 24/7 to
place orders and obtain updates on when their delivery is due. However, payment is entirely credit card based, a process not

generally used in the public sector.

StepChange helped Point OV in their future planning with specific attention being paid to how they can trade on-line with the
public sector. The business assessment process that StepChange uses also highlighted other opportunities for Point OV. As the
business continues to grow and they increase the numbers of products they supply, Point OV finds it increasingly difficult to

maintain their “electronic catalogue”.
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They recognise the need to present comprehensive product details professionally and attractively, but to do this, it is time
consuming and costly. Through advice and grant assistance, StepChange has enabled Point OV to purchase new equipment
and software to develop their own “in-house” product catalogue development process. Concurrently with this innovation they
have also been able to use the same investment to diversify into designing more sophisticated marketing material and their own

range of clothing products.

"Looking professional online is every bit as important as it is offline with catalogues and brochures. StepChange allowed us to
polish our approach and improve our online image. The advice, networking and grant funding provided by the StepChange team
were invaluable for us in developing our business with public sector bodies and beyond."

Andy Redfern, Point OV

Bouncing Back

For many local companies, the public sector represents a significant proportion of turnover. As the public sector moves into
methods of electronic procurement, these businesses must follow to avoid the risk of exclusion from a major customer base.
StepChange enables local authority suppliers to continue to trade with these customers by providing assistance and

consultancy to e-enable SMEs, creating more competitive businesses.

This new business employs two staff and was formed to help female breast cancer patients acquire special clothing needed as
a consequence of surgery. It is particularly aimed at breast cancer patients. They contacted StepChange after being informed
about the programme by their Business Link advisor. At this time, Bouncing Back had no computer equipment or facilities in

their business premises and were using their home computer facilities.
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Customers are referred to Bouncing Back through processes operating in health service practices across the region. Bouncing
Back were concerned that they would be unable to continue their operation if they did not have the right resources to enable
them to trade electronically with the public sector.

StepChange has provided a range of grant supported facilities that have enabled Bouncing Back to introduce business
broadband into their organisation. Using broadband the company are now able to source new products internationally and have
access to related research forums. It has also allowed them - through their new web site - to receive and supply orders from

other parts of the world, including Australia.

Furthermore, broadband has allowed them to exchange e-mails with their referral partners enabling them to improve services
and productivity. Their plan is to undertake a training programme to become competent in the use of Sage software and to allow

them to maintain their accounts, process orders and maintain their stock.

“A local business woman colleague informed me about StepChange, | contacted them and a site visit was arranged. The officer
that came out took the time to listen and assess me and my business, and provided lots of valuable information, all based on my
low IT knowledge levels. He was very enthusiastic about how my business could move forward by using IT and gaining training,
all of which could happen within the scope of the StepChange grant.

“The variety of advice included recommendations regarding specification of computers and business broadband facilities, e-
commerce and accountancy software and the associated training available for it. Advice was also given on e-tenders and how
the systems worked through to the final purchase orders. | was also advised on the Data Protection Act and the Distance Selling
Act”

Lesley Shaw, Bouncing Back
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Feedback from StepChange Clients

“We are currently in a changing situation, StepChange has allowed us to easily implement some of the strategic changes we
were planning to make and has moved things along quicker.”

Bright Creatives Ltd

“With the new secure area to our website, we are confident of more work as security is our business. Thank you for your help
and advice.”

Hadrian Security Shopfitters Ltd

“The StepChange team were very helpful and quick to respond. | hope this investment is a profitable step in helping my
business grow.”

C.K.A Signs and Graphics

“Although our understanding of public sector opportunities has improved, we still consider our knowledge over this subject is
limited. More detailed information or training on this will be very helpful.”

YPL China Ltd

“The grant has helped our business to further develop our strategies when dealing with procurement orders online. Staff training
has also enabled employees to be more competent and confident when dealing with online procurement requests and
processing these orders in our SAGE accountancy software.”

Heaton Catering
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“I am very grateful to StepChange for assisting us, to move forward with IT.”

Woodlands Care Home

“I would like to take this opportunity to let you know how much | really do appreciate you accepting us for the StepChange
grant. The grant has had a major impact on the company as we now have enough desktops for each member of staff which no
doubt will increase productivity quite substantially!

“I have the whole network setup now and | can rest assured that all the company data is backed up and safe. The laptop has
also proven to be of great benefit as | have been using it in my presentations to prospective clients.

“I have created a new website complete with virtual tours of our developments and I really do feel Properties Unique are moving
up to the next level and by having such fantastic support from people like yourselves has made it so much easier.”

Properties Unique
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Plans for Second Year (2006-2007)

e targeting up to 400 businesses in the Tyne and Wear region to increase awareness of the public sector procurement

agenda
e provide assistance to the effective adoption of e-commerce
e initiate innovative approaches to use of e-commerce

e enable improved access to relevant regional information sources to existing and future StepChange registered

businesses
e conduct GVA appraisal to measure progress of StepChange clients
e integrated partnership working with a range of existing and new partners
e regionalisation of StepChange through partnership working with the Centre of Excellence
e focus on collaborative working processes

e schools-based and theme-based projects
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Appendix 2 — Address and contact details of SMEs

These details will be provided electronically on request to authorised contacts in the Tyne and Wear Local Authorities’

Procurement and Economic Development departments.

Appendix 3 — Contact Details

For further details please contact:

Peter Moran Leanne Moseley
0191 211 1983 0191 211 1984
peter.moran@newcastle.gov.uk leanne.moseley@newcastle.gov.uk
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