12 September 2000

Sir David Wright

Chief Executive

British Trade International

Kingsgate House

66-74 Victoria Street

London

SW1E 6SW

Review of The Outward Mission Scheme

I have pleasure in attaching SCDI’s submission to the above Review which is being co-ordinated by BTI’s Simon Davey.

As one of the UK’s most consistent outward mission practitioners I do hope that you and your colleagues will seriously consider the points we raise.  I would be pleased to meet you and/or your colleagues to elaborate, if desired.

From the introductory paragraph of SCDI’s submission, you will see that in November 2000, SCDI will undertake is 300th trade mission.  With your own special interest in Japan you will be pleased to learn that this will be to Tokyo, for the 34th time.  For background, I attach the current programme. 

I am copying our evidence to Henry McLeish MSP, Brian Wilson MP and Les Brown, Director, Scottish Trade International.

With best wishes

Alan Wilson

SCOTTISH COUNCIL FOR DEVELOPMENT AND INDUSTRY

REVIEW OF THE OUTWARD MISSION SCHEME

Introduction

The Scottish Council for Development and Industry has a long and successful history in pioneering the concept of trade missions, and since 1960 has organised projects to well over 50 markets worldwide. In November 2000, SCDI will undertake its 300th trade mission as part of a series of six projects in the current year to be supported by British Trade International. As such, we maintain an active interest in the success of the scheme.

SCDI has conveyed growing concern about the direction of the Outward Mission Scheme in recent years; for example, it was the subject of correspondence in 1996 with the then Minister for Trade. Since that time, we have also taken the opportunity to discuss our concerns on an ongoing basis with senior officials in the UK and in Overseas Posts; with the Chairman of the Trade and Industry Select Committee; and with agencies such as Scottish Trade International. During this period, our concerns about the scheme have remained, and focus on a number of issues.

SCDI believes that the Outward Mission Scheme remains an essential programme of assistance to UK exporters, which has the potential to generate further exporting success in the future. The annual statistics of achievement demonstrate an encouraging return on the investment placed by British Trade International. This continues, despite the frequent changes of emphasis in the scheme’s priorities and the sometimes questionable value of the financial assistance available to participants. SCDI recommends it would be worthwhile taking the opportunity of this review to consider significant enhancements to the scheme. With judicious improvements, the Outward Mission Scheme could be considerably revitalised. Without such improvements, there is a danger its effectiveness could diminish.

1. Target audience

The Outward Mission Scheme targets assistance at SMEs and new exporters. While it is an important vehicle for enabling new exporters to enter markets for the first time, it is vital that assistance also remains available to companies with an established track record of export experience. These companies have already demonstrated their commitment to exporting, and ensuring continued support for experienced exporters is likely to result in more rapid and tangible business results. 

Accordingly, SCDI welcomes the abandonment of the rule regarding maximum number of overall grants. However, we see merit in removing the ceiling on grants per 

company for individual markets (ie three grants for most markets and five for Japan/China). In many cases, the rewards of market opportunities can only be reaped after consistent effort, and it is short-sighted to penalise companies in this way. The case for the status quo would be stronger if there was evidence that new market entrants were being prevented from participating, but this is not the case in SCDI’s experience.

2. Priority sectors

While there is logic in identifying priority sectors which correspond to perceived market opportunity, SCDI considers it counterproductive to focus the efforts of the Outward Mission Scheme in this way. There has been a suspicion that the vogue for vertical missions was largely designed to make life easier for commercial staff in the Overseas Posts. The scheme should fit the needs of companies, rather than the needs of the “system”. SCDI feels strongly that every company with serious export prospects should be able to access the assistance of the trade mission scheme. This means there must be a sensible balance between the number of sector-specific ventures and those which are open to multi-sector companies. SCDI has suffered in the past from the fashionable tendency to promote “vertical” missions to the detriment of “horizontal” projects. Flexibility must be the key, and we are pleased that this seems to be accepted more readily now.

3. Priority Markets

In assessing priority markets for the targeting of resources, SCDI suggests greater prominence be given to those markets of Central and Eastern Europe, and Southern Europe, which are candidates for accession to the European Union. In most cases, the UK share of these markets is significantly behind the performance of our competitors. More substantial support for companies wishing to enter these markets would help to maximise the opportunities which are certain to arise.

4. Financial assistance

In many markets, the level of grant available is no longer a realistic incentive to companies. Indeed, it was extremely disappointing at the last review (some years ago) that subventions for such significant markets as Japan, Singapore, Malaysia and South Africa were actually reduced. In the case of Japan, it remains inexplicable to SCDI that Government had committed substantial time and resource over a number of years to “Action Japan” and “Priority Japan” campaigns, only to follow this through by reducing the grant from £740 to £600 for companies wishing to visit the market.

SCDI requests that the level of grants for trade missions be reviewed as a matter of urgency. While the current system is loosely based on average airfares, it does not take into account relative differences in the cost of living, accommodation and local transport costs in individual markets. At the very least, there is a need to verify that the current system is based upon up to date information.

Moreover, the incentives for organising multi-market missions are now so negligible as to militate against organising such projects (for example, previously attractive combinations such as Singapore and Malaysia). The majority of companies will not undertake a two-week commitment which attracts a derisory £60 additional to the £600 available for one week. In addition, the corresponding grant available to the mission sponsor (double that available to participating companies), seriously undermines the viability of organising such a project. SCDI seeks a review of the grants awarded to sponsors as well as mission participants.

A further challenge to the success of the Outward Mission Scheme is the multiplicity of alternative schemes for exporters, attracting public sector subsidies at local and regional government level. Underpinned in many instances by European funding, these programmes compete for attention with the schemes overseen by British Trade International. SCDI believes there are opportunities for better coordination, to eliminate duplication and confusion. 

The financial support available from British Trade International for mission sponsors is insufficient to cover organisers’ costs, especially when labour costs and overheads are taken into account. Increasingly, organisers will have to look to commercial sponsorship or higher charges to participants to ensure the viability of projects. While it is integral to the scheme that mission sponsors are not-for-profit organisations, it is also unrealistic that such organisations will be willing to substantially subsidise Government programmes indefinitely.

5. Overseas Trade Services (chargeable enquiries)

Since the universal introduction of chargeable market research services, mission participants have the option to commission research from Posts or to fulfil their requirements through alternative arrangements. While the quality of service has generally risen in recent years, the most frequent problem arising has often been one of time rather than cost. The average time stipulated by Posts to undertake an enquiry can impede the opportunity to make best use of the information supplied. For companies participating in a trade mission, there is an obvious timeframe beyond which the value of information diminishes. Posts need to introduce a more flexible and responsive regime for commercial enquiries, without jeopardising the quality gains which have accrued in recent years. Unfortunately, the reality is that companies themselves have to operate with increasing immediacy in today’s competitive climate. 

As a result, it is increasingly difficult to obtain commitment from potential participants at the three month recruitment deadline prior to the mission dates, an objective which has been the “norm” required by the scheme.

At the UK end of supplying commercial assistance to participants, the intermediary is the local Business Link (or appropriate agency in the devolved administrations, such as Scottish Trade International in Scotland). This additional layer does occasionally result in added confusion for the company or further delay in processing requests. British Trade International should allow mission sponsors to undertake the administration of OTS enquiries direct with Posts on behalf of their own mission members. This would lead to a better and streamlined service, from the viewpoint of the company. 

6. Assistance from Posts

SCDI has generally found Posts to be helpful and enthusiastic in support of trade missions over recent years. There are, however, occasions when greater flexibility would be welcomed. For example, the use of official residences for mission receptions can enhance the prestige of such functions. In SCDI’s experience this is increasingly rare, and is solely at the discretion of the Ambassador/Commercial Counsellor. We would suggest that a key function of such residences is to promote UK interests, including offering hospitality to key members of the local business community on behalf of visiting British groups. 

7. Communication with British Trade International

Since devolving the administration of the scheme increasingly to Market Desks within DTI, there have been increasing numbers of officials with whom mission sponsors have to communicate. There have been welcome advantages to dealing directly with market experts, but this has led to a loss of overall coherence for the Scheme. It is proposed that British Trade International revives the regular meetings with sponsors which previously provided a valuable platform for exchange of views about the overall direction of the scheme. 
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Summary of Recommendations

Vital that Outward Mission Scheme assistance remains available to companies with an established record of export experience

Recommend removing the ceiling on grants per company for individual markets

Recommend review of grant levels for mission participants and sponsors as a matter of urgency

Continue to offer the flexibility of multi-sector projects

Scheme should give more substantial support for companies wishing to enter EU Enlargement markets

Official residences at Overseas Posts should be more readily available to promote UK interests, eg for hosting mission receptions

British Trade International should allow sponsors to undertake administration of OTS enquiries direct with Posts

British Trade International should revive regular meetings with sponsors

