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Executive Summary

The energy skills and training market is worth an estimated $6.2bn worldwide, with high-value training globally some £1.9bn.  Scotland has a 20% share of the high value training market - $372m per annum. This expertise has developed over many years of off-shore construction, installation and maintenance in the challenging North Sea environment.

The International Energy Skills and Training Alliance (IESTA) was formed by Scottish Enterprise in 2008 in recognition of the value and potential of the energy training market.  The founding rationale was that Scotland’s skills and training providers were unaware of the full scale of the global opportunities, lacking the knowledge and ability to market themselves overseas and to bid collaboratively. Too many providers were small scale without the combined capacity and credibility to compete in overseas markets.

IESTA sought to overcome these market failures and to provide a critical mass of oil and gas training suppliers to access international markets. IESTA has deliberately targeted specific markets such as North and West Africa to create and maintain focus. After a slow start in the first phases, the Alliance has started to work effectively for its members, which have now increased in number to 25.  Numbers over the first 18 months remained at 12 with high levels of turnover.  Since IESTA appointed a full time Director a year ago, the membership base has more than doubled, and the range of activities and services has increased considerably when compared to the previous part-time staffing arrangements.  

The review involved consultation with 14 members, 56% of the total membership base.  Views on the current direction and effectiveness of the Alliance are overwhelmingly positive. One member has stated that this is the best organisation of its type that he has been involved in.  This is testimony to the effort, calibre and direction of the new Director.  IESTA comprises private training providers as well as those drawn from Higher and Further Education. The high level of endorsement of IESTA comes from across the membership base.

New contracts take time to secure, with a long-lead in time before new work is confirmed given the complexity of procurement and large contract sizes.  The net economic benefits of IESTA to date are therefore modest, estimated at £0.63m in new and safeguarded sales and £0.23m in GVA.  The majority of the new business has been secured in the last few months however and more new business is expected as a result of the recent work of IESTA.  Including benefits forecast in the future (from IESTA activity to date) and their persistence over three years, the net GVA is estimated to be £1.6m. These are net impacts and levels of deadweight and displacement are both low, as suppliers are accessing opportunities they would not otherwise have been able to access and suppliers are competing in new markets.  SE has invested £226,000 in the project, and the GVA represents a respectable economic impact ratio of £6.73 to 1.  If the momentum of IESTA continues, this ratio is likely to increase, perhaps significantly. 

Members have identified a range of additional benefits, not least the role of IESTA in facilitating collaboration between suppliers.  Two thirds now undertake significantly more networking with fellow members. The sector is traditionally highly competitive, and some of the joint bidding could not have been foreseen prior to the Alliance’s establishment. New ways of working have arisen out of improved understanding of the merits of collaboration, reduced mistrust and enhanced practical means of working together through a sector based support organisation.

The new Director of IESTA was set 7 Key Performance Indicators. These were designed to increase business opportunities for members (through new tender awareness raising and developing a new events programme including trade mission organisation), to retain and grow the member base and generate additional revenue streams, and to raise awareness of IESTA (through a marketing plan, PR and the website.  These targets have all been achieved or are forecast to be achieved quite comfortably.  Only the website, of all the services, was not regarded wholly positively by  the members , and steps are being undertaken to improve its content and utility for members.

Whilst the KPIs have been achieved, they were set at a relatively modest level and were all focused on activities.  No targets have been set for the value of new contract opportunities brought to members, for example, or for the level of new business expected to be secured.  Going forward, IESTA should continue to develop ways of measuring and monitoring outcomes and impacts.  This is in hand, and future planning has ambitions to raise the member base to 60 (from an estimated 180+ potential members), thereby increasing revenues and reducing reliance on SE funding.

Members currently contribute £1,000 per organisation.  In relation to the size of some organisations and the value of new business bid for and secured, this is a modest contribution.  In other respects, the contribution is quite significant, for example in relation to the costs of running the Alliance.  Increasing the member base and continuing to develop additional revenue streams would help IESTA become self-sustaining, which should remain an aim for the Alliance.  Member feedback from the survey suggests the fees are set at around the right level, and there may be limited scope to increase fees by a large amount at the current time.

The conclusions from the review are that IESTA has transformed itself in the last 10-12 months or so and that it is starting to have real value for its members. The Alliance is addressing the identified information-related market failures and starting to move towards some market adjustment in the sector.  At the same time, the Alliance is at a critical point in its development, and immediate future funding support from the public sector would help IESTA achieve self-reliance and a more complete market adjustment.  The costs of supporting the Alliance are relatively modest, yet the future potential returns are considerable, given the latent market potential and supplier competitive advantages.  




1 Introduction

1.1 This report is the evaluation of the International Energy Skills and Training Alliance (IESTA). It is a draft report drawing on the views of half the membership base, the Scottish Enterprise (SE) project manager and SE sector lead, the IESTA Director as well as desk-research.  The full report will update the report with further analysis, the Economic Impact Assessment and recommendations for the future of the Alliance. 
Context and Background
1.2 IESTA is a membership organisation that was set up by Scottish Enterprise in 2008 with the aim of helping Scottish based training providers to access opportunities to secure overseas training contracts in the energy sector and an overall objective of growing Scotland’s share of the global market for energy sector skills and training provision. 
1.3 IESTA was set up in recognition of Scotland’s real expertise in the energy sector and in energy sector training provision, acquired through almost 40 years of companies working in the North Sea’s “inhospitable environment”.  IESTA was founded on the basis that, with support, sector training providers in Scotland could better access opportunities to provide their superior training to a host of companies and organisations throughout the world.

1.4 The Alliance consists of a partnership of energy sector skills and training providers, both commercial and academic, which aims to make Scotland a recognised centre for global excellence in energy skills and training provision.  
Evaluation Objectives

1.5 The objectives of this evaluation are as follows: 

· Identify the original market failure justifications for the project and assess the extent to which these are still felt to be relevant and identify any evidence for market adjustment;

· Look at progress against targets and identify any reasons for variance from these;

· Assess the validity and relevance of these targets given the Government Economic Strategy and the latest SE Business Plan;

· Look at the impact of the Alliance on the members, identifying, as far as is possible, net  impacts on turnover, employment, and GVA;

· Identify wider Strategic Added Value that may have come about as a result of Alliance membership. This may include such things as offering new training services, moves into different delivery modes and entry into new markets;

· Synthesise  the above information and draw conclusions as to:-

· The value for money of the project, measured against one of the key SE metrics; net GVA impact and the economic impact ratio (net GVA generated per £1 of SE support);

· The feasibility of the Alliance becoming self sustaining through membership and other fees within 2 to 3 years should SE support continue

· The extent to which the Alliance delivery model is felt to still be fit for purpose; and

· Suggestions for changes in the model that would increase the impact of the project.

Approach to the Study

1.6 The methodology applied has placed emphasis on seeking the views of IESTA members and examining the progress to date towards self-sustainability.  Following an Inception meeting with the SE project manager, the study progressed through the following three phases:
· Phase 1:  Context and performance review – This involved a desk based analysis of information relating to the rationale for IESTA, the market context, activities undertaken, performance indicators and project expenditure.  In addition, consultations were undertaken with the Senior Manager of SE’s Sector Delivery team and the Director of Operations for IESTA in order to provide further insight into the project in terms of initial aspirations, activities and challenges faced.  Although not initially planned, a consultation with Scottish Development International (SDI) was also undertaken to understand the interaction of IESTA with SDI.

· Phase 2: Consultation with members – An online survey was undertaken to allow all members to provide their feedback on the performance of IESTA to date, the business impacts resulting from IESTA membership (both to date and in the future) and their opinion on future direction.  A number of follow on telephone consultations were also undertaken in order to gather more detailed information on particular aspects (eg: board governance, movement to self sustainability) and to clarify particular responses in the online survey.  Fourteen of the 25 current IESTA members responded to the survey, a response rate of 56%.
· Phase 3: Analysis and Reporting – This phase brings together the findings of the previous two stages and allows for an analysis of the project’s progress against its original objectives as well as helping to formulate any recommendations for the future. 

Structure of the Report

1.7 The report is structured in the following way:

· Chapter 2 – IESTA activities and performance. This describes IESTA activities, the market failure rationale and Alliance aims and objectives.  The section sets out the Key Performance Indicators and reported programme performance against the targets.  The Chapter describes the IESTA Membership, governance and set-up, and review expenditure and spend against profile;

· Chapter 3 – IESTA Member feedback.  This draws on the survey of Alliance membership through the online and telephone survey work;

· Chapter 4 – Impact and Added Value.  The section assesses the economic contribution from the project to date and provides a critique of the added value of activities.  The section reviews the extent to which IESTA is addressing market failure and moving to financial self-sustainability;

· Chapter 5 – Conclusions and Recommendations.  This section summarises IESTA progress against objectives, highlights the key findings of the evaluation and makes a number of recommendations for Scottish Enterprise to consider.  
2 IESTA Activities and Performance

2.1 This section describes the various activities undertaken by IESTA since its inception through a detailed review of project documentation and consultations with senior project staff.  In addition, this section also sets out:

· The rationale and market failure associated with IESTA;

· Aims and objectives of the project and their strategic fit;

· IESTA Membership, governance and set-up; 
· expenditure and spend against profile; and
· performance against Key Performance Indicators (KPIs).

Rationale and Market Failure

2.2 Internationally there is a recognised demand for expertise in the Oil and Gas industry, and for expertise in the construction, operation and maintenance of offshore installations, and as such, a corresponding demand for skills training in these areas.  This is evident, but not exclusive to, areas such as West Africa, the Middle East, Russia and South America. 
2.3 A significant piece of work was undertaken in the early stages of the IESTA project.  This was a study of the global market potential for oil and gas related skills training.  IESTA funding from SE was used to commission Roger Tym and Partners to undertake this study.  The findings identified a number of potential key markets for Scottish training providers, including West Africa, South East Asia and South America.  The report also provided further evidence to support the establishment of the IESTA network by highlighting a need from the market: “to continue activity to create collaborative and full service offerings providing both turnkey and one-stop shop training programmes to the market”
. 

2.4 The rationale behind IESTA focused on the fact that, with almost 40 years of experience in the inhospitable territory of the North Sea, Scottish companies have developed a world renowned expertise in working in such environments, particularly in areas such as health and safety.  However, early discussions between SE and oil and gas skills training providers in the country highlighted a number of barriers faced by Scottish training providers in attempting to exploit these opportunities
:
· Limited awareness of the available opportunities;

· Difficulties in marketing themselves overseas;

· Lack of knowledge and confidence to bid for identified opportunities; and

· The small scale of many providers meant they were not credible when bidding for large contracts and did not have the capacity to deliver them.
2.5 The market failure was therefore information deficiency.  This took a number of forms.  Firstly businesses were unaware of all the opportunities internationally and also lacked the knowledge of how to promote themselves effectively in order to be better placed to capitalise on these opportunities.  At the same time, a lack of knowledge of the technical aspects of bidding for international contracts was resulting in risk aversion.  Many businesses were unwilling to invest time and money in this area, for fear of failure. 

2.6 In response, IESTA was set up to harness the expertise of Scotland’s oil and gas suppliers, and promote these globally in an effort to attract more business to Scotland whilst, at the same time, establishing high level contacts within international governments and large commercial organisations in order to provide ongoing business opportunities to IESTA members.  
2.7 IESTA was initially aligned with Smart Successful Scotland, supporting all three of the  strategy’s overarching objectives:
· Growing Businesses – Making available significant commercial opportunities in the global energy marketplace to increase the global reach of indigenous organisations, leading to more opportunities for growth.
· Global Connections – Positioning Aberdeen City and Shire as a global supplier in the skills marketplace, which would invite global recognition and increase business visitors and possible inward investment. 
· Learning and Skills – Develop greater access to skills development for the local population, both at the basic level and for those in the industry seeking to progress their careers. 
2.8 Despite the separation of the skills agenda from SE’s remit in 2007, IESTA remained an appropriate project for the network to pursue.  The rationale behind this is that although the Skills team were initially responsible for the project, IESTA was not about skills in terms of provision of training to meet the skills needs of Scottish businesses.  Instead, skills and training was merely the service offering.  IESTA has always been a project designed to tap into the huge international opportunity to sell Scottish expertise in oil and gas sector training to other parts of the world.  In essence, IESTA could be described as a business support tool to promote the export a service of Scottish expertise.  
2.9 The Roger Tym report suggested that the overall estimated value of the energy skills training market was $6.2bn worldwide and the high-value training element was around $1.86bn.  Scotland in 2008 was estimated to account for a 20% share of this market, approximately $372m per annum.  An indication of the type of job roles classed as high-value is shown in Table 2.1 
Table 2.1: Niche and Specialist job roles designated high-value.

	Job Role
	Job Role

	Planning Manager
	Geologist

	Project Manager
	Geophysicist

	Technical Manager all specialisms
	Data Processing and Interpretation

	Geoscientist
	Modelling Engineer

	Petroleum
	Industrial Design

	Electrical
	Electronic

	Civil
	Mechanical

	Chemical
	Instrumentation

	Environments
	Health and Safety

	Drilling
	Pipe Fitting

	Welding
	


2.10 Despite some recent uncertainties (eg: Libya, tax on oil and gas in the UK) the global potential remains strong.  With this in mind, IESTA continues to have a close fit with the current Government Economic Strategy and contributes to a number of its targets under the Supportive Business Environment strategic objective, namely: 

· Targeted support to business in the pursuit of opportunities outside of Scotland and the development of internationally competitive firms – By bringing member businesses together, IESTA is able to provide an environment that encourages greater collaboration in order to target and secure international opportunities. IESTA has also worked to make member organisations more aware of potential business opportunities.

· A particular policy focus on a number of key sectors with high-growth potential and the capacity to boost productivity – Support and interaction with oil and gas training providers has contributed towards supporting Scotland’s energy sector; one of six key sectors identified in the Strategy.

IESTA Aims and Objectives

2.11 The establishment of IESTA in 2008 was originally identified by SE as a key stage in achieving the overall goal of an International Energy Academy (IEA). The goal of the IEA is:

“to strengthen and build on Scotland’s existing expertise in the energy sector, and to be recognised as a global centre of excellence for the provision of quality skills development and training”. 

2.12 The successful delivery of the IEA was intended to ensure that Scotland continued to win and grow its share of the global market for people development.  This would be achieved initially through the creation of a Skills and Training Alliance between existing skills training providers in Scotland.  Although the concept of the IEA has not progressed, the proposed contribution that IESTA was expected to make to the IEA remains appropriate to the SE remit.  These aims were:
· to take advantage of a clear global opportunity to grow business in Scotland;

· to quantify the opportunity for supporting Scotland’s indigenous energy industry skills suppliers; and

· to ensure that when there is a decline in terms of energy production, Aberdeen City and Shire is in a position to play a significant role in the development and the delivery of the skills, knowledge and expertise that the sector requires to shape its future success. 

2.13 As the project has developed, the first two aims have remained the key focus of the project, whilst the latter aim has become less pertinent.  This is not a failing of the project; instead reflecting the change in government policy.  This latter aim reflected SE’s previous focus on regional development.  However, current policy is now focused on Scotland wide development and so from the outset IESTA adopted a more national focus, attracting members from across the country.  

2.14 To successfully create an Alliance such as IESTA and develop a critical mass in terms of training providers, the approval paper set out a number of objectives that would have to be achieved, namely to: 

· undertake oil and gas economic research to ascertain the size of the global skills market, in particular the increased business that could be attracted to Scotland by promoting the offering; 

· develop and establish an effective partnership model for the formation of an International Energy Skills and Training Alliance that will harness the collective expertise of Scotland’s oil and gas skills suppliers, which can be promoted globally in an effort to attract more business to Scotland;

· support membership of the Alliance by offering the International Business Development Programme as a first step towards building a partnership of interested companies (the programme offers companies a business review, strategy development, research in to the best markets for products and services, exposure to the markets, a market plan and finally a establishing a market presence);

· produce marketing material outlining the energy skills proposition;

· promote Aberdeen City and Shire skills suppliers at events of international and national significance, ie, Offshore Technology Conference and Offshore Europe;

· explore and develop other appropriate initiatives that have the potential to impact on Scotland’s ability to service the global demand for energy skills; and

· communicate and disseminate project activities and outputs to the industry and stakeholders.
IESTA Set-up
2.15 IESTA was officially incorporated as a not for profit organisation limited by guarantee in July 2008 and currently has 25 paying members, each contributing £1,000 per annum.  There are also two quasi member/partners where reciprocal memberships have also been negotiated and a further five partners.  
2.16 The membership is comprised of expert energy sector training providers from the higher and further education sector in Scotland (24% of current membership) along with a range of private sector training providers (76%).  Although the majority of members are located within Aberdeenshire, membership has grown to include members from throughout the country, including Fort William, Dundee and Greater Glasgow.  These memberships bring in expertise in a wide range of energy related subjects including:
· health and safety; 
· risk management; 
· engineering; 
· communications; 
· business skills; and 
· leadership and management training.
2.17 A full list of current members is shown in Appendix A. 

2.18 Reciprocal arrangements have been set up with NOF Energy and the North Scotland Industries Group (NSIG), both of whom are membership groups comprising commercial businesses and organisations from across the energy sector.  They provide a variety of services to members including networking events, provision of market intelligence, political lobbying.  By linking in with these organisations, IESTA aim to allow members to benefit from a wider array of services that independently IESTA would not be able to provide at this time. 

2.19 Formal partnership agreements have also been agreed with the following:

· Getenergy – A forum aimed at bring together education and training providers in the oil and gas sector with the companies that source them, through a range of events and publications;

· The African Business Centre – An organisation that provides market intelligence and advice on how to effectively enter Africa’s energy markets;

· The South African Oil and Gas Alliance – A non-profit member organisation dedicated to supporting and promoting the growth of South African-based industry supplying the upstream oil and gas industry; 

· Research Development and Financial Consultants (RDFC) – A consultancy service that provides market intelligence reports and sales opportunities in West Africa through its network of government institutes and the private sector; and 

· UK Energy – The UK Trade and Investment’s (UKTI) targeted approach to promoting the country’s global expertise in the energy sector through an international brand and marketing campaign. 

2.20 These partnerships provide IESTA members with greater insight into global market opportunities and access to a large number of potential contacts. 

2.21 In March 2011 the IESTA Director produced a capability matrix that provided a comprehensive list of all the energy related training programmes currently being offered by IESTA members as a means of communicating the IESTA member base capability to international clients.  

2.22 From the outset, IESTA was designed as an all inclusive organisation, with only two requirements for potential members:

· Members must be engaged in some form of energy related skills training in either an academic or commercial sense; and

· Members must have a base within Scotland, although this does not have to be a head quarters.

2.23 The category of partner was a new introduction in 2010 which is seen to allow IESTA to make savings on accessing relevant market information by linking in with a number of existing associations.  With a wealth of market intelligence already being collated and disseminated by various associations in the country such as UK Energy and NOF Energy, IESTA has negotiated partnership agreements with a number of these in order to tap into this market intelligence.   These partner agreements provide extra value to IESTA members by allowing them to benefit from a wide range of information and support.  

2.24 The company’s only full-time, permanent staff member is the Director of Operations.  When initially set up, IESTA employed a Chief Executive on a contract basis to provide assistance two days a month.  In early 2010 the decision was taken to employ a full time Director of Operations to replace the outgoing part time Chief Executive, with the position taken up in July 2010.

2.25 IESTA is directed by a Board elected from the overall membership base.  The number of Board members has fluctuated during the lifetime of the project, but currently sits at six members, with the IESTA Director also involved as well as an SE project manager in an observer capacity.  A full list of the Board members is provided in Appendix 1. 
2.26 All Board members sit on a voluntary basis, contributing their time freely to IESTA.  This contribution of time is not insignificant, especially considering the senior level of the members involved.  Evidence from IESTA suggests that in 2010 alone, just over 100 hours of Board member time was contributed to IESTA business.
2.27 Finally, as mentioned above, a project manager from SE observes the activities of both the Board and the IESTA Director to ensure the project remains aligned with SE’s objectives.  SE have attempted, as much as possible, to keep their involvement at arms length, with notable exceptions occurring during the initial set up of the Alliance and during the appointment of new staff. 
Activities and Outputs
2.28 In the first two years of the project, membership was relatively stable at approximately 12 members.  During this time work was done to firm up the direction that members desired the organisation to go in, along with making relevant contacts with international businesses and organisations with the potential desire to procure skills training from IESTA members.
2.29 With the introduction of a full time member of staff, both members and SE staff acknowledged a greater focus in project activities in the last 10 months.  The Board decided to task the IESTA Director with focusing activity in two key areas:
· Developing Business Opportunities; and

· Growing the member base

2.30 This targeted focus has resulted in both a continuation and strengthening of existing activities and the introduction of new activities.  They have also given purpose to the KPIs of the project

2.31 Although a number of early stage targets were put in place, for example the commissioning of research into global market opportunities, these were predominantly ‘set up’ phase targets rather than longer term operational targets.  In 2009, three strategic objectives were created for IESTA, with seven KPIs incorporated under these.  With the introduction of a full time member of staff, these KPIs were formalised and have become the assessment criteria on which the IESTA Director’s performance is assessed.  Table 2.2 reports on each individual KPI and the progress towards achieving it. 

Table 2.2: Progress towards KPIs (2010/11)

	KPI
	Description
	Achieved to date
	Likely outcome

	Strategic Objective 1 - Increase Business Opportunities for IESTA members
	

	KPI - 1
	Register with all relevant tender websites, clarify and communicate a formal member opportunity procedure with 40 tender opportunities a month
	260 over 8 months
	Will be achieved or exceeded

	KPI -2
	Agree a member activity / events list for the next 12 months including outward/inward trade missions, member meetings, exhibitions, external and internal events. 
	Full plan for the year completed in August 2010
	Already achieved

	Strategic Objective 2 - IESTA Sustainability without SE funding
	

	KPI – 3
	Increase IESTA membership by a minimum of 8 during the period 19th July 2010 – 18th July 2011 (2 member companies per quarter);
	13 new members and 6 partners
	Exceeded and likely to expand further

	KPI – 4
	Create, develop and communicate a member retention policy, ensuring a minimum average retention of 90% between 19th July 2010 and 18th July 2011;
	Policy now in place. Retention at 96%
	Likely to be achieved

	KPI – 5
	Create, develop and deliver a minimum of 2 added value revenue generating initiatives;
	Revenue fund for Offshore Europe secured.  Further options in pipeline
	Likely to be achieved

	Strategic Objective 3 - Raise Awareness of IESTA through marketing and PR
	

	KPI – 6
	Develop and agree a strategic marketing plan for 2010/11; and
	Marketing plan completed in January 2011.  PR work ad hoc until funding agreed
	Achieved

	KPI – 7
	Update and develop the IESTA website, PR activity and communication policy both internally and externally. Manage contractors effectively to help deliver cost effective accurate and timely projects.
	Information Hub now fully operational on website. Two contractors in place and working well
	Will be achieved


2.32 As the table above shows, a number of the KPIs have already been achieved, with the remainder all on target to complete by the end of the year (June 2011). Each KPI has resulted in increased added value to IESTA members.  Feedback from a number of survey respondents noted the transformation and significant development of IESTA within the last 9-12 months. 
Strategic Objective 1 - Increase Business Opportunities for IESTA members
2.33 A list of potential business tendering opportunities is now provided to IESTA members each month.  Although a target of 40 per month was initially agreed, members decided that the quality of opportunities takes precedent over the quantity so detailed filtering is being done to ensure that tender information is the most appropriate for IESTA members. 
2.34 The successful securing of new business contracts is inevitably the long term success factor with which IESTA will be judged and so the need for a strong track record in securing these contracts is a must, not only in terms of encouraging new members to join the organisation, but also in ensuring that current members see a strong enough value in order to retain their membership with IESTA.

2.35 To date, five opportunities have been won, with an estimated combined value of around £700,000.  In addition, a further 15 contracts are live at the moment, totalling in excess of £2million.  Although not all will be won, even a 25% success rate would result in a further £500,000 of new business as a result of the IESTA project. 

2.36 Encouragingly, of the 20 business opportunities won or live at the moment, 12 involve collaborative activity between two or more IESTA members.  The encouragement and progression of such collaboration is a key success factor of IESTA and will be discussed in more detail in Chapter 5. 

2.37 The IESTA Director has attempted to add extra value to this process by carrying out a robust filtering process so that only the most appropriate tender opportunities are passed to members.  By sifting out inappropriate tender opportunities, the Director reduces the time and money members may waste pursuing such tenders.  

2.38 Online tender opportunities are not the only source for IESTA to identify new opportunities for members.  In the last year two trade missions were also carried out in order to build relationships with potential contractors and increase awareness of IESTA in international markets.  The first of these was to Ghana, and its success has led to further work currently being progressed to arrange a follow up trip by interested IESTA members to discuss potential contracts.  The second was arranged through Scottish Development International (SDI) and allowed the Director to attend the Abu Dhabi International Petroleum Exhibition and Conference, where a number of key contacts were met.  
2.39 By undertaking these on behalf of all members, the IESTA Director is able to promote the full variety of skills training that can be provided by member companies, without each individual company bearing the expense.  As is the case with the Ghana visit, once suitable opportunities are identified, more formal visits involving appropriate IESTA members can subsequently be arranged.  Due to recent unrest in Northern Africa and the Middle East, much of the trade mission work has been postponed or delayed (e.g: Libya, Bahrain).
2.40 A number of project groups have been set up to progress IESTA work in key markets.  These bring together members with a particular interest in developing opportunities in this geographical/thematic area.  To date three project groups have been set up, focusing on:

· West Africa;

· The Middle East; and

· Planning for Offshore Europe.

2.41 Aside from attendance at Offshore Europe, no other events/missions are planned for the immediate future until uncertainty over future funding has been resolved.  However, the IESTA Director is currently developing an enhanced international target market strategy, which will be implemented if and when resources are secured.

2.42 A cornerstone of the activities undertaken in the first two KPIs is to encourage member engagement.  Without such engagement, it can be difficult to convey the value of IESTA membership.  Evidence highlights that active engagement is now occurring, with all 14 survey respondents reporting greater networking between IESTA members as a result of their involvement with the project (Chapter 3). 
Strategic Objective 2 - IESTA Sustainability without SE funding
2.43 Key to the future of IESTA is the development of a critical mass of members, sufficient enough for the project to survive in a self-sustaining way, without the need for public sector funding.  In the last 10 months, IESTA membership has grown from 12 members to a current level of 25 paying members (in addition to six new partner arrangements).  This is a 150% achievement of the original target, and with discussion ongoing with a number of other potential members, is likely to be exceeded.  
2.44 The increased membership and tendering opportunities are beginning to provide evidence of the potential value that can be derived from IESTA membership.  This information is now being utilised by the IESTA Director to encourage existing members to continue their support for IESTA.  During the last 10 months only one member has chosen not to renew membership, arising from the contact leaving the company and the business not choosing to replace that position during the current economic climate.  A large number of memberships are up for renewal in July/August and as such engagement with these members will be a priority for the Director in the upcoming months in order to secure their continued involvement. 

2.45 Members interested in attending Offshore Europe have recently agreed a minimal member contribution of £385 per participant in order to cover costs incurred by IESTA in running events during the conference.  With 20 members showing an interest in attending the exhibition, this is likely to result in over £7,500 of additional revenue for IESTA, fully covering the expected exhibition costs of £6,000.  

2.46 Further means of developing additional revenue funds are currently being discussed between IESTA staff and the Board including encouraging sponsorship and advertising on the IESTA website, a headline IESTA Conference, an awards gala dinner and shared stands at key international events. 

Strategic Objective 3 - Raise Awareness of IESTA through marketing and PR
2.47 A provisional marketing plan was completed in January 2011.  This provides a SWOT analysis of IESTA, along with discussion on the potential customer base and future branding, commercial revenue, membership and promotional strategies, 
2.48 The Information Hub is a new concept that is currently being incorporated into the development of the IESTA website.  It looks to build on the benefits of the new partnerships with organisations such as NOF Energy.  Rather than members carrying out expensive market intelligence research, the Information Hub will look to provide members with access to a range of appropriate market intelligence being gathered by partners.
2.49 Web Integrations are contracted to maintain the IESTA website and update as necessary when information is provided.  This is reported to be working well and has been extended to July 2011.  A further contract has also recently been put in place with Angus College to provide administrative assistance two days a month.  The Director of IESTA noted that as membership has grown, the level of administrative work has also increased and is beginning to distract from operational activity.  This is an issue that may need to be addressed in the future if IESTA continues to expand. 

2.50 A contract was previously in place with a PR and marketing company to promote the work of IESTA but given the uncertainty over future funding, it was agreed by the Board at the end of 2010 that this should cease until the funding situation became clearer.  In the meantime, the Director has taken on the role of promoting IESTA when opportunities arise.

2.51 The current KPIs are very process and activity oriented.  This should not be seen as a negative, since at the time of setting these (part way through 2010) the project had a need to increase the scale of activities being delivered and to put in place clear processes, such as the monthly search of tender opportunities.  Now that these activities have/are being delivered, it is appropriate for the project to begin to develop a set of more outcome and impact oriented KPIs. These should set out where IESTA wants to be in the future and also monitor the effect of the project on its members and the wider economy. Work on developing these indicators is currently underway.
Expenditure Analysis

2.52 Initial funding approval from SE was secured in September 2007, for a total of £240,000.  Information from SE suggests that overall operational spend is likely to total £226,000 by June 2011. 
2.53 Table 2.3 reports the funding secured and expenditure generated since the project’s inception.  No information was available for 2007/08 and so an estimate of SE funding and membership income has been applied, based on future years and it has been assumed that the full budget was spent.
Table 2.3: Project Revenue and Expenditure by Year

	
	2007/08
	2008/09
	2009/10
	2010/11 to date
	Overall

	Revenue
	£
	£
	£
	£
	£

	SE Operational Funding
	£55,000*
	57,517
	53,000
	40,500
	206,017

	Member Income
	10,833*
	10,833
	10,833
	21,250
	53,749

	SE additional project funding
	
	
	15,750
	-
	15,750

	Other grant funding
	
	
	510
	-
	510

	Total Revenue
	£65,833
	68,350
	80,093
	61,750
	276,026

	Expenditure
	
	
	
	
	

	Salaries, travel and subsistence
	
	
	42,549
	37,222
	79,771

	PR and marketing material
	
	
	23,915
	12,258
	36,173

	Admin and legal costs
	
	
	5,034
	4,276
	9,310

	Offshore Europe
	
	
	5,000
	-
	5,000

	Other costs
	
	
	3,600
	500
	4,100

	Total Expenditure
	£65,833*
	68,371
	80,098
	54,256
	268,558

	
	
	
	
	
	

	Profit
	0
	-21
	-5
	7,494
	7,468


* denotes estimates due to lack of data.

2.54 Additional funding was provided by SE in 2009/10, on top of the approved operational approval, for a marketing and PR project to boost the visibility of IESTA and provide the organisation with marketing materials.  

2.55 Expenditure to date (31st March 2011) is estimated to be just under £270,000.  After staff costs and subsistence, marketing and PR has been the greatest area of spend for IESTA.  Given that a key aim of IESTA is to promote the capabilities of member businesses to international markets, it is to be expected that a sizeable proportion of funding would be spent in this area.
2.56 Although not shown in the table, the agreement from members involved in the Offshore Europe exhibition to contribute a minimal flat rate of £385 per member towards the costs involved in attending the exhibition and running a number of pre-exhibition events to develop contacts is predicted to bring a further £7,700 into IESTA and fully cover the costs incurred from the exhibition. 

Summary

2.57 Through the desk based analysis of project documentation and discussions with SE and IESTA staff the following key points can be seen:  
· IESTA continues to have a strong fit with the objectives of SE, providing support to one of the Scottish Government’s identified key sectors and assisting businesses with accessing international business opportunities;

· its activities are helping members to overcome the market failures of information deficiencies and risk aversion, key barriers to accessing international markets

· although progress was initially slow, momentum is gathering in terms of member recruitment and business opportunities;

· the introduction of a full time Director has allowed a number of new activities to be implemented and all KPIs are in line to be achieved by July 2011; and

· operational funding by SE is estimated to total £226,000 by July, with a further £15,000 also provided for marketing purposes, bring the overall SE funding to £241,000. 
· Although IESTA has and is delivering against the KPIs introduced in 2010, these have been focused on activities and processes.  The next stage is to develop KPIs that reflect desired outcomes and impacts, for example the scale of new business accessed by members.
3 IESTA Member Feedback

3.1 This chapter draws on the survey of Alliance membership through the online and telephone survey work. In total 14 members responded to an online survey, with five of these contacted afterwards in order to gather more in-depth information.  Responses were predominantly from commercial business members rather than the FE/HE sector, which is an accurate reflection of the membership base.  Further information was gathered from a number of FE members in order to supplement the online findings.  The remainder of this chapter is set out as follows:
· Rationale and objectives;

· Project activities; 

· Project management and delivery;

· Impacts; and 

· Value and future delivery.

Rationale and Objectives
3.2 Members were initially asked to identify what year they had become a member of IESTA.  As Table 3.1 shows, responses were split between those who had been members for several years and those that were relatively new.  This is not surprising given the substantial increase in membership over the last 10 months. 
Table 3.1: Initial membership by year

	Year
	Number
	Percentage

	2008
	4
	29%

	2009
	2
	14%

	2010
	5
	36%

	2011
	2
	14%

	Can't remember
	1
	7%

	Total
	14
	


3.3 When asked if they recognise the three aims and objectives of IESTA, responses differed dependant on the objective.  

· to take advantage of global opportunities to grow business in Scotland – All 14 respondents recognised this objective, suggesting that this is perceived to be the prime purpose of IESTA activities.  Telephone discussions with a number of members supported this.  When asked why they got involved with IESTA, the main response was to take advantage of international business opportunities. 
· To quantify the opportunity for supporting Scotland’s indigenous energy industry skills suppliers – Although not recognised by all (71%), a sizable number of respondents did report recognising this objective.

· To ensure that when there is a decline in terms of energy production, Aberdeen City and Shire is in a position to play a significant role in the development and the delivery of the skills, knowledge and expertise that the sector requires to shape its future success – This was the least recognised of the three main objectives with only six respondents (43%) reporting recognising it.  Given that IESTA has adopted a Scotland wide membership focus rather than a local area focus, inline with the change in SE focus in recent times, it is not surprising that many members were unaware of this original objective.  Such a narrow geographic focus is no longer the aim of IESTA. 
3.4 This high level of recognition of the aims and objectives is reflected by the fact that the vast majority of respondents (93%) felt these are appropriate aims and objectives for IESTA (Figure 3.1).
Figure 3.1: Appropriateness of IESTA’s aims and objectives
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3.5 Over three quarters of respondents felt that the aims and objectives were very appropriate for the organisation and despite the change in economic climate since the project’s inception; their appropriateness appears to still be evident. 

3.6 When asked whether the aims and objectives should be altered in light of changes in the energy sector since 2007, only two respondents felt there was such a need.  However, these changes were focused more on expansion on current activities rather than an actual change in direction.  One felt that greater focus should be given to increasing interaction with Scotland’s renewables sector, whilst the other felt focus should be given to developing the potential for partnership working between members.  
3.7 Given the increased interest and development in renewables in recent years, greater involvement with these businesses is a logical next step for IESTA and one that is likely to occur naturally as the potential of the renewables sector in Scotland begins to result in actual physical output.  At the outset IESTA deliberated focused on the oil and gas sector as this was the key area of expertise and where identifiable markets were in existence.  This focus has allowed IESTA to build an initial member base of businesses/organisations in a position to immediately access potential opportunities. This can now be built upon to move into emerging markets.
3.8 With regard to partnership working, discussion with IESTA and SE staff, as well as a number of IESTA members, highlighted that the increase in discussion and collaboration between IESTA members was a key success factor of the project and one that is likely to result in substantial impacts for the sector in future years. 

Project Activities

3.9 Members reported accessing or being involved in a wide range of activities since becoming members of IESTA.  As Table 3.2 shows, being able to network between members has been the most common activity, reported by all respondents.
Table 3.2: IESTA activities involved/accessed

	Activity
	Number accessing
	% accessing

	IESTA Member networking 
	14
	100%

	Resource sharing with members
	9
	64%

	National and International Tender Alerts
	8
	57%

	Use of IESTA stands at events
	8
	57%

	Direct contact with UK and international clients
	7
	50%

	Received advice on international market entry 
	7
	50%

	Introductions to Key Organisations & Contacts
	7
	50%

	Access to high level networking events
	6
	43%

	Having your say on Energy sector issues
	6
	43%

	Collaboration with IESTA and other UK Trade Associations 
	6
	43%

	Collaborative bidding for International contracts
	5
	36%

	Web based organisational profile 
	4
	29%

	Trade Missions
	4
	29%

	Assessed online market intelligence reports
	4
	29%


3.10 The tender alert service was commonly accessed, with 57% of respondents reporting using this.  This is encouraging given that a key market failure that IESTA aims to tackle is the lack of information on international opportunities.  It is also worth noting that all members are provided with a copy of tender opportunities, therefore the 57% represent those that have actually pursued such opportunities.  

3.11 Respondents also reported gaining direct contact to clients (50%), receiving advice on entering international markets (50%) and introductions to key organisations and contacts (50%); all of which will help members to overcome the barrier of a lack of information on opportunities. 
3.12 The least accessed activities reported were web based organisational profiles and online market intelligence reports.  The Information Hub is a relatively new service being provided by IESTA (January 2011) and further development of the website was identified by the IESTA Director as a priority for the next few months.  As a result, member interaction with online tools is likely to increase in the future as they begin to provide greater value to the member.  A relatively small proportion of members have accessed the online market intelligence reports and IESTA should continue to review/monitor use and take-up of this resource to ensure it is of maximum utility to members. 
3.13 Only three respondents reported additional services that they felt were required, with one of these already identified by the IESTA Director as an upcoming project.  This is the creation of a database of key international contacts that members will be able to access.  The other two ideas related to tendering, with one suggesting the need for an improved means of making members aware of tendering opportunities, and the other suggesting more assistance in pre-tendering and tendering procedures with National and International Oil Corporations (NOCs and IOCs).
3.14 IESTA is perceived to be providing strong assistance post-activity (eg: after a trade mission) in order for members to capitalise on emerging opportunities, with 10 of the 13 responses reporting receiving enough support and only one stating that they were not (Figure 3.2).

Figure 3.2: Are you provided with enough post-activity support?
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3.15 The respondent that did not feel they were getting enough support felt there was a need for better systems to disseminate information to all members to aid them with engaging with potential clients, acknowledging that the Director “could not do everything himself”.

3.16 The majority of respondents (71%) agreed that IESTA was sufficiently connected with all the main players within the energy sector.  The four respondents that felt this was not the case all agreed that IESTA needed to become better connected with the large scale IOCs such as Shell, BP and Exxonmobil in order to benefit from their international networks and spread word of the capabilities of IESTA members. 
3.17 A small number of respondents also felt that an increased marketing budget, particularly in key geographical areas would help to make IESTA more relevant to their organisation.  It was noted that since the introduction of a full time Director, the profile of the organisation has risen and was adding value to membership and also that increased marketing requires increased resources. 

Project Management and Delivery

3.18 Given the positive messages coming through in terms of the appropriateness of IESTA’s aims and objectives along with few suggestions for improvements, it is not surprising to find that overall satisfaction levels with the service are high.  No respondent reported any level of dissatisfaction with the service.  Figure 3.3 highlights that in contrast, approximately 84% of respondents reported being satisfied or very satisfied with the service.
Figure 3.3: Satisfaction with overall IESTA service
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3.19 Looking more closely at various aspects of IESTA, the level of communication members receive is identified as a key strength of the organisation, with 64% of respondents rating this as excellent and a further 21% rating it as very good.  In addition, the ability of the IESTA Director was also held in high esteem with 93% of respondents rating this as very good or excellent (Table 3.3)
Table 3.3: Rating of aspects of IESTA

	
	Poor
	Fair
	Good
	Very Good
	Excellent
	Don’t Know / N/A

	The ability of the people delivering the project
	0%
	7%
	0%
	43%
	50%
	0%

	The level of communication you receive as a member
	0%
	7%
	7%
	21%
	64%
	0%

	The appropriateness of the Board members
	0%
	7%
	21%
	36%
	21%
	14%

	The transparency of the decision making process
	7%
	21%
	21%
	29%
	7%
	14%

	The quality of the website
	0%
	36%
	29%
	36%
	0%
	0%

	The navigability and content of the website
	0%
	21%
	29%
	43%
	0%
	7%

	Their overall standing and reputation within the sector
	0%
	21%
	36%
	29%
	7%
	7%


3.20 Only one respondent rated any aspect as poor, and this related to the transparency of the decision making process.  With the growth of IESTA over the last 10 months, there is potentially a need to establish clearer lines of communication on the decisions of the Board, noting not only the decisions made, but also the reasons for them and the anticipated impacts. The IESTA project manager reported being aware of this issue. 
3.21 The lowest satisfaction levels were related to the IESTA website, with members querying the overall quality of the site, as well as operational issues such as the navigability.  This is an area of weakness that has been noted by the IESTA Director and improvements are being prioritised at this time.  The creation of the Information Hub is the first of these improvements
3.22 Opinion was mixed on IESTA’s overall standing and reputation within the sector, although there was general agreement that significant progress had been made in the last 10 months and that the project was moving in the right direction and beginning to build up momentum. 
Impacts

3.23 The overall quantitative impacts of IESTA membership will be covered in greater detail in Chapter 4.  A number of project opportunities have been secured through IESTA to date, with substantially more in the pipeline.  The Director of IESTA noted that in most cases tendering opportunities of this nature can take 8-18 months to move from initial tendering to secured contracts due to the technical, legal and financial aspects and as a result many of these pipeline projects are forecast to be finalised in the next 6-12 months.  This was reiterated by the survey respondents, with 10 of the 14 respondents expecting commercial benefits in the next 12 months
3.24 Although improvements to bottom line figures is, in most cases, the most desirable impact of organisations such as IESTA, in some instances IESTA has also been reported to have directly impacted on the overall business culture of members (Table 3.4). 

Table 3.4:  Impacts of IESTA membership
	
	Significantly more
	A little more
	No more

	Network amongst IESTA members
	62%
	31%
	8%

	Access new business opportunities
	43%
	43%
	14%

	Have more direct contact with UK and international clients
	43%
	43%
	14%

	Collaboratively bid with IESTA members for International contracts
	38%
	23%
	38%

	Network in the UK
	36%
	14%
	50%

	Resource share with members
	38%
	31%
	31%

	Collaborate with IESTA and other UK Trade Associations
	31%
	23%
	46%

	Network internationally
	29%
	36%
	36%

	Invest more in new market development
	7%
	50%
	43%


3.25 More than half of respondents (62%) reported significantly more networking amongst other IESTA members, whilst 38% reported significantly more collaborative bidding with members for international contracts and sharing of resources as a result of IESTA.  
3.26 Collaboration does not happen straight away. It takes time for a relationship and trust to be built between partners.  Survey results suggest that IESTA is becoming a catalyst for this in the Scottish energy skills training sector.  This is also being supported by increased access to new business opportunities and direct contact with UK and international clients (86%)
3.27 Investing in market development was the least reported impact, with only 7% of respondents reporting any significant increase.  Encouragingly, however, some 50% did report a little more investment of their own resources in new market development. Given the growth in IESTA in the last year coupled with the increases in collaboration activity, this is an area that has the potential to flourish in the future.
3.28 Involvement with IESTA was reported to have resulted in a number of new approaches, all of which were the result of collaboration between IESTA members. In particular, by bringing together academic organisations and commercial training providers the skills and assets of both can be utilised to secure contracts.  Such a case was reported by one respondent who had collaborated with one of the colleges to bring 40 Libyan trainees over to Scotland for one year of training.  The commercial company was able to provide the specialist aspect of the training, whilst the college was able to use their connections with the UK Border Agency to allow for visas to be awarded to the incoming students.  This was also believed to have had a knock on effect in the local community with many of the students bringing family members with them who linked in with other training courses in the area (e.g.: English). 
3.29 Another respondent reported that they have been encouraged to think more innovatively about the training they offer and interaction with other IESTA members has helped to further this.  It was noted that many companies are looking for fast routes to certification so the business is now looking at linking in with colleges in order to develop prior learning certificates that would speed up the process and make their training offering more appealing to potential customers. 

3.30 In addition, one respondent reported that through collaboration with a college they were able to develop a marine verification course, which added to their already extensive portfolio of training offering.  

3.31 A number of other respondents reported that although they could not identify actual projects so far, they were now much more focused on collaborating with fellow IESTA members and new projects were likely to emerge in the future. 

Value and Future Delivery

3.32 All 13 respondents were in agreement that there remained a need for an organisation such as IESTA.  During follow up telephone discussions it was noted “that real momentum had been built up” and there was a concern that if IESTA were to cease now it may stall the progress that has been made.  One respondent noted that IESTA had “one of the greatest feelings of positivity for the future that I have ever seen in an organisation such as this”. 
3.33 Another respondent highlighted that involvement with IESTA had brought with it access to additional expertise and opportunities to partner up and develop their business.  Without IESTA these connections would not have been made. 

3.34 The many benefits of IESTA membership were seen to be provided for a relatively acceptable price.  When asked their opinion on the level of the membership fee the majority (57%) felt that IESTA was pitched at ‘just the right amount’ for what is provided, with almost a third (29%) stating that it provided ‘very good value’. As Figure 3.4 shows, only one respondent felt that it was too expensive.

Figure 3.4: Respondents perception of membership fees
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3.35 As noted in Table 3.2, respondents had accessed or been involved in a range of activities through IESTA.  When asked which one provided the most value to their business, respondents identified the following:

· IESTA member networking – 42%;

· National and international tender alerts – 25%; 

· Resource sharing with members – 17%; and

· Collaboration with IESTA and other trade associations – 17%. 

3.36 The importance of being able to effectively network and interact with their peers was identified as the most valuable activity and provides further evidence that IESTA has proven a catalyst for this type of activity.  Through IESTA, members have become more aware of the capabilities of other members and the subsequent opportunities for collaboration as a result.  This highlights IESTA’s impact on tackling the market failure issue of information deficiency, making members aware of Scottish services they were not previously aware of. 
3.37 The issue of future funding was discussed in more detail during follow up telephone conversations with respondents.  All were in agreement that there was only a slight margin to increase fees and that in order to do so the value of IESTA membership must be clear, especially to new members.  Instead, respondents felt the best course of action was to progress with expanding the member base.  It was noted that since a full time position had been appointed membership had doubled and respondents felt there was room for this to continue.  

3.38 Two respondents also suggested the potential for some form of commission to IESTA for any tenders won.  Both stated that this would require discussion with the Board and all members, but noted that given the significant size of potential contracts, the subsequent payment of a small percentage (eg: 1-2%) per contract would not be an unreasonable cost for bringing such opportunities to members attention. 

3.39 In general respondents appeared extremely positive about IESTA’s impact, both to date and in the future.  A number of respondents highlighted the significant development in IESTA in the last 9-12 months as is shown in the comments below:

· “IESTA has developed significantly over the last 12 months and future potential is excellent” 

· “IESTA has developed strongly over the last 9/12 months and is now in a better shape to help the collaboration of members gain more significant business opportunities.”

· “IESTA has been transformed in the last year……It is now a talking point, has an established brand and is gaining industry respect, the membership is growing and the services are being enhanced.”
Summary
The survey of IESTA members found that: 
· the majority of members were aware of IESTA’s aims and objectives and felt they remained appropriate, despite the current economic climate; 

· IESTA was perceived to be well connected with the major players in the energy sector, although greater linkages with NOCs and IOCs was desired by some respondents;

· satisfaction levels were high with regard the service being offered and highlighted particular aspects including the amount of new business opportunities resulting from membership and the ability of the IESTA Director; 

· most respondents indicated an increased amount of collaborative work being undertaken with fellow IESTA members and highlighted factors such as networking opportunities and more direct contact with international clients;

· the cost of IESTA membership was felt to be about right, with only one respondent viewing it as expensive; and

· many noted the significant development in IESTA in the last 9-12 months since the introduction of a full time Director and commented that IESTA was beginning to bring real value to their organisations. 

4 Impact and Added Value

4.1 This section assesses the economic contribution from the project to date  and into the future and provides a critique of the added value of activities.  The section also reviews the extent to which IESTA is addressing market failure and moving to financial self-sustainability.

Economic Impact Assessment

Impacts to Date

4.2 In total, 14 respondents provided information on the impact IESTA had on their business.  This represented a response rate of 56%.  Table 4.1 reported the gross and net sales and jobs resulting from IESTA support.  

Table 4.1: New and safeguarded sales and jobs (Gross and Net) to Date
	
	Survey Sample
	All IESTA Members

	
	Gross
	Net
	Gross
	Net

	Increased sales
	£255,000
	£279,248
	£367,200
	£402,117

	Safeguarded sales
	£165,000
	£156,893
	£237,600
	£225,925

	 Total
	£420,000
	£436,141
	£604,800
	£628,042

	
	
	
	
	

	New job (FTEs)
	7.0
	6.8
	10.1
	9.9

	Safeguarded jobs (FTEs)
	3.0
	2.9
	4.3
	4.2

	Total (FTEs)
	10.0
	9.8
	14.4
	14.1


4.3 Survey respondents reported £420,000 of new and safeguarded sales as well as 10 new or safeguarded jobs to date.  In order to move from gross attributable impacts to net impacts, the additionality factors of deadweight, leakage, displacement and multipliers are applied:
· Deadweight was calculated on a case by case basis.  Two respondents reported zero deadweight (i.e. impacts would not have occurred without IESTA) and two reported 100% deadweight (all impacts would have occurred anyway).  The average deadweight over the entire sample was 35%;

· Due to the nature of the support given, focused on developing international markets and raising awareness of new opportunities, it was decided to apply the RDA displacement benchmark for “support for internationalisation of business”
 (20.4%).  This reflects the fact that IESTA assists with securing new business, rather than raising shares in existing business, whilst also recognising that members will compete against each other for some contracts. The benefits accruing to some IESTA-supported businesses will also be at the expense of some non-supported businesses;

· Leakage was assumed to be zero, i.e. all impacts will remain within Scotland; and

· the Scottish Government Type II multiplier for education of 1.67 was applied, as this was believed felt  to be the most appropriate multiplier, rather than oil and gas extraction, which was likely to overestimate knock on impacts. 

4.4 This resulted in slightly over £436,000 of new and safeguarded net sales and 9.8 net FTEs.

4.5 However, our assessment only takes account of the 14 individuals sampled through the survey, which makes up 56% of the entire population (25) that received support.  Grossing up impacts to account for the entire population supported through IESTA resulted in £628,042 in new and safeguarded net sales and 14.1 net FTE’s to date.  Given the modest impacts reported to date, it was felt that grossing up in this manner would be a fair reflection of the impacts to date.
Future Forecast Impacts

4.6 Respondents were also asked to report on likely annual impacts they predict for future years, resulting from their involvement with IESTA to date.  These have also been calculated from gross to net and grossed up to represent the entire membership base of IESTA using the same process as the impacts to date (Table 4.2). 

Table 4.2: FUTURE new and safeguarded sales and jobs. 

	
	Survey Sample
	All IESTA Members

	
	Gross
	Net
	Gross 
	Net

	Increased sales
	440,000
	442,148
	633,600
	636,693

	Safeguarded sales
	190,000
	181,854
	273,600
	261,869

	Total
	£630,000
	£624,002
	£907,200
	£898,562

	
	
	
	
	

	New job (FTEs)
	93.3
	88.9
	113.3
	107.3

	Safeguarded jobs (FTEs)
	83.0
	85.0
	98.2
	101.6

	Total (FTEs)
	176.3
	173.9
	211.5
	208.9


4.7 Respondents reported that they expected £630,000 of new and safeguarded sales to be generated in the future as a result of their interaction in IESTA to date.  This equated to a net impact of approximately £624,000.  Grossing this up to reflect all IESTA members resulted in an estimated future impact on sales of £898,500. 

4.8 IESTA membership is also estimated to have significant impact on future jobs.  One respondent in particular reported that they predicted that over 50 jobs would be created in the future, with at least a further 50 safeguarded.  Overall, future job predictions suggest a net impact of 209 FTE’s (both new and safeguarded) across all 25 IESTA members
.  Even allowing for the removal of the 50 gross jobs created ‘outlier’ from the aggregation to the full sample, the future employment forecasts are likely to be significantly over-stated by respondents.  This is particularly the case given the lower levels of future sales growth by comparison.   The subsequent cost per job analysis for future net jobs should therefore be treated with a degree of caution, with members’ future employment forecasts likely to be predicated on assumed further future support through IESTA.
4.9 The value for money (VfM) of the Programme is assessed based on SE and BIS guidance on cost per job and Return on Investment (ROI). We have assessed the current cost per job based on our independent assessment set against the total contracted expenditure drawn down (£226,000).

Table 4.3: Cost per job

	
	Investment
	Jobs
	Cost per job

	To Date
	
	
	

	Cost per gross job (new and safeguarded)
	226,000
	14
	£15,694

	Cost per net job (new and safeguarded)
	226,000
	14
	£16,054

	Future
	
	
	

	Cost per future gross job (new and safeguarded)
	226,000
	211
	£1,069

	Cost per future net job (new and safeguarded)
	226,000
	209
	£1,082

	 Total to Date and Future*
	
	
	

	Cost per gross job (now and future)
	226,000
	226
	£1,001

	Cost per net job (now and future)
	226,000
	223
	£1,013


* total jobs have been rounded

4.10 To date, the programme is estimated to have a cost per net job of £16,054.  However, given the significant job impacts predicted for the future, this is estimated to fall to £1,013 per net job created or safeguarded.  The number of future jobs forecast is very high relative to the future forecast increase in sales and are therefore likely to over-state future employment effects.  
4.11 The above cost per job impacts have not taken into account other funding secured from membership fees.  This is approximately £54,500 to date, which is 19% of overall income.  If impacts were pro-rated to SE contribution (i.e. 81% of the total) this would increase the net cost per job figures to the following: 

· cost per net job to date (new and safeguarded) - £19,376;

· cost per net job in the future (new and safeguarded) - £1,335; and

· cost per net job (now and future) - £1,251.

4.12 Although this is technically a more accurate reflection of SE’s intervention, it should be taken into account that the network did not exist previously and without SE funding it is likely that very little of these impacts would have ever been realised. 

4.13 Taking into consideration the predicted current and future sales impacts, the IESTA programme is reported to deliver the following Gross Value Added impacts (Table 4.4).  The sales data has been used to estimate GVA since the data appears more reliable than the job forecasts.  There is a relationship between sales/turnover and GVA of 2.68: 1

Table 4.4: GVA Impacts (now and future)

	
	Gross 
	Net

	GVA to date
	225,330
	233,990

	GVA in future
	337,996
	334,777


4.14 With regard to future impacts, 10 of the 14 respondents predicted these impacts would occur within the next 12 months, the other 4 over the next 2 years.  Profiling the net future impacts in Table 4.4 produces the following GVA profile:-
· Year 1 – £240,000 gross, £237,700 net

· Year 2 - £64,200 gross, £63,650 net

· Year 3 - £33,800 gross, £33,450 net.
4.15 When estimating the overall impact of the IESTA support it is important to consider the extent to which these benefits persist over time, and this partly relates to the capacity built in supported companies.  Persistence has been applied using RDA Impact Evaluation Framework benchmarks
 of 3 years for sector/cluster based interventions (the closest match support) which has been discounted to the Net Present Value (NPV) using a discount rate of 3.5% in line with HM Treasury Green Book guidance. Accordingly GVA to date (Table 4.4),  forecast into the future (Table 4.4) and then persisting for a further 3 years gives:-
· Total net cumulative GVA of £1,573,190; and

· Discounted cumulative GVA £1,520,016
4.16 This discounted cumulative GVA results in an Economic Impact Ratio of £6.73 to 1, based on the SE investment of £226,000 over 3 years resulting in £1,520,016 in new and safeguarded GVA over the next 3 years
. 
Catalyst for Collaboration

4.17 Throughout the online survey and subsequent telephone consultations with members and IESTA/SE staff, member collaboration has been evident.  

4.18 From the outset, IESTA made it clear that all organisations with a Scottish base and involvement in skills training in the energy sector would be eligible for IESTA membership.  Although this has occasionally caused friction between some members, who were often unwilling to consult with key competitors, IESTA has never wavered from this and as a result has built up a member base with a wide range of skills and capabilities.  

4.19 A number of commercial businesses noted that they had not previously engaged with local FE colleges but were now realising the mutual benefits such interaction could secure.  Similarly, one college reported that due to their size they were never likely to send lecturers overseas, but they had Highly Trusted Status (HTS) which allowed them to bring non-EU students into the UK to be taught.

4.20 Many of the international skills training related tender opportunities are so significant that one Scottish company alone does not possess all the capabilities, or capacity, to deliver such a contract on their own.  Through membership of IESTA, business relationships are now being built and collaborative tender bids are becoming a regular occurrence.  Even the most intense of business rivals have now found instances where it is mutually beneficial for them to collaborate rather than compete. 

4.21 At the same time, the increase in information flow with regard to tender opportunities has also created competition with several Scottish collaborations often going for the same potential contract.  

4.22 Collaboration has not been restricted to IESTA related tendering opportunities.  The IESTA Director identified one member recently joining and immediately being subcontracted by another member to provide them with a particular service.  One of the survey respondents reported a series of discussions taking place with a contact made at an IESTA meeting that is likely to lead to £25,000 of contracted work being awarded to this new contact.  They also made reference to another three contacts they planned to follow up, all of which were as a result of IESTA membership. 

Self Sustainability

4.23 IESTA appears to have begun to make serious progress towards developing a critical mass of members, large enough for the organisation to no longer be fully reliant on funding from Scottish Enterprise.

4.24 With membership raised from 12 members to 25 in the last 10 months, IESTA have increased their annual membership revenue by £13,000 during 2010/11.  

4.25 Research by the IESTA Director has identified an overall potential membership base of 187 eligible organisations.  It is unrealistic to assume that all of these will be interested in joining IESTA.  For instance, not every FE college in Scotland will have a desire to join and interact with IESTA, despite being eligible. 

4.26 As such, the IESTA Board have targeted a membership level of 60 members within the next three years.  With annual membership planned to increase to £1,100 in July 2011, successful attraction of 35 new members to reach the target would raise annual membership revenue to £66,000 (not including any further increase in membership fees).  With annual expenditure averaging approximately £70,000 a year, this level of membership would almost fully cover IESTA’s running costs.

4.27 This approach is the most favoured by current members.  Discussions with a number of survey respondents showed that the general opinion was that until significant benefit could be demonstrated by IESTA, the room for membership fee increases was relatively small.  Instead, they felt that the potential existed for substantial further membership expansion and pointed to the high success of the full time Director in boosting the membership in just 10 months to being in post.  

4.28 The idea of various levels of membership fee has also been mentioned.  However, this would require substantial work on the part of IESTA to develop a system to differentiate the levels, not to mention the need for a variety of membership benefits to make higher priced memberships an attractive business proposition.  A membership fee based on company size was not felt to be of great attraction at this time as IESTA did not want to discriminate against larger businesses.  The benefits derived from IESTA to date have not been dependant on business size, with all level of organisations benefitting.  

4.29 Membership fees are not the only revenue source open to IESTA.  Current negotiations with members to provide almost £8,000 towards the costs of attending Offshore Europe demonstrate that, where potential value to their business is evident, members are willing to provide additional funding.  Other options open to IESTA include: 

· website advertising;

· a flagship IESTA conference; 
· an awards dinner; 

· shared stands at international events; and
· specialist consultancy work.
4.30 A number of members also suggested the idea of charging commission.  With IESTA providing members with approximately 30-40 business opportunities every month, members suggested that a potential funding source could be a commission or levy on any contracts won.  This is an area that would require significant consultation with the IESTA Board and members, but was based on the premise that if businesses were securing large international contracts as a result of IESTA membership, the provision of a small percentage cut would not be out of the question.  For instance, a 0.5% commission on a contract valued at £500,000 would amount to £2,500.  Whilst not a great amount in comparison with the overall contract value, such an amount would be a sizable contribution towards IESTA’s running costs.  Another respondent followed this up by stating that if organisations use IESTA to successfully reach their aspiration of trading internationally, they should be willing to give something back to the organisation.
4.31 Any future funding model must also take into consideration additional costs likely to be incurred as IESTA expands.  Increasing amounts of administrative work as IESTA expands have already been identified by the Director as a hindrance to his work towards sourcing further business opportunities and expanding the member base.  If this were to continue, it may be appropriate for IESTA to take on a permanent administrative assistant.  Furthermore, although IESTA has a postal address, the Director currently works from home.  Continued expansion of IESTA is likely to require the need for a permanent office space to house additional staff and to provide adequate meeting facilities for members.  Such costs would have to be included in any future models.
Summary

4.32  IESTA has started to generate economic benefits and these are forecast to increase in the future. The majority of the impacts have been generated in the last few months has membership and activity levels have increased.  The Economic Impact Assessment indicates:

· Net increased and safeguarded sales to date of £0.63m, with a further £0.90m in the future based on IESTA activity to date;

· 14.1 net new and safeguarded jobs to date with a further 208.9 in the future, although this is likely to significantly over-state the employment benefits given the levels of sales achieved to date forecast;

· Which translates to a net GVA to date and into the future of £1.52m, and a return on investment of £6.73 per £1 of investment.
4.33 The net return on investment is encouraging, particularly considering that the majority of benefits have been achieved as a result of recent IESTA activity.  Additionality is high, with low levels of deadweight and displacement given that the Alliance is allowing Members to access business they would not otherwise have been able to access through lack of information or know-how.  
5 Conclusions and Recommendations
5.1 This section highlights some of the key learning points from the evaluation and suggests a number of recommendations for both Scottish Enterprise and the IESTA Board to consider for the future delivery of the project. 
Progress against Objectives

5.2 The original 2007 approval paper stated that for the project to succeed the following would have to be achieved: 

· undertake oil and gas economic research to ascertain the size of the global skills market, in particular the increased business that could be attracted to Scotland by promoting our offering; 

· develop and establish an effective partnership model for the formation of an International Energy Skills and Training Alliance that will harness the collective expertise of Scotland’s oil and gas skills suppliers, which can be promoted globally in an effort to attract more business to Scotland;

· support membership of the Alliance by offering the International Business Development Programme as a first step towards building a partnership of interested companies (the programme offers companies a business review, strategy development, research in to best market for products and services, exposure to the markets, a market plan and finally a establishing a market presence);

· produce marketing material outlining the energy skills proposition;

· promote Aberdeen City and Shire skills suppliers at events of international and national significance, ie, Offshore Technology Conference and Offshore Europe;

· explore and develop other appropriate initiatives that have the potential to impact on Scotland’s ability to service the global demand for energy skills; and

· communicate and disseminate project activities and outputs to the industry and stakeholders.
5.3 The economic research objective was completed early on with the commissioning of Roger Tym and Partners to conduct a study into the global market opportunities available to skills training providers in the oil and gas sector.  This report was completed in August 2008. 

5.4 Although established in July 2008 and mechanisms put in place, the development of the Alliance was initially slow with an average of only 12 members in the first two years.  However, with the introduction of a full time Director, IESTA’s membership has more than doubled over the last 10 months and with discussions ongoing, is likely to continue to increase in the future. 

5.5 A range of marketing materials have been created to promote IESTA at international events and trade missions including ADIPEC in Abu Dhabi.  Developments are currently underway to use these to greater effect with attendance at Offshore Europe 2011 planned for this year. 

5.6 A robust tender monitoring procedure is now in place, with members being provided with a list of the potential tendering opportunities.  Added value is being provided by IESTA staff undertaking a detailed filtering of opportunities to ensure that only the most appropriate tenders are identified.  This helps to avoid members being inundated with information that is of little or no relevance to them, as this has the potential to negatively impact on the perceived value of the membership for members if they feel that the information provided is a waste of time.

5.7 With the introduction of the Information Hub in early 2011, the IESTA website is now utilising information from partners such as NOF Energy to disseminate appropriate market intelligence to IESTA members.  Although still at relatively early stages, this has the potential to become a valuable resource, not only in terms of providing up to date relevant information but also in terms of cost savings through reducing the need for members to carry out their own market intelligence work.

5.8 A key benefit of IESTA not necessarily predicted at the outset has been the level of collaboration now being undertaken between IESTA members.  The decision to adopt an all inclusive membership approach has contributed heavily to this, with well known competitors now in regular and constructive dialogue with each other, and in a number of cases, actively involved in joint collaborative work.  The trust and business relationships required to take such steps take time to develop.  As a result, the impact of IESTA in its early years should not be underestimated.  Although only five projects have been confirmed as secured to date, a large number of collaborations are ongoing and further new business is expected from bids under development and/or pending decisions.  In addition, it is highly likely that member interaction has led to more collaborative work on projects not related to IESTA activities.  Discussions with two survey respondents reported such collaboration and sub-contracting being in effect. 

Progress against KPIs

5.9 With the introduction of a full time Director, IESTA set out a number of KPIs by which the Directors progress would be measured:

· KPI - 1
 Register with all relevant and agreed tender websites, clarify and communicate a formal member opportunity procedure and continually expand the network of tender website registration throughout 2010/11; 

· KPI -2
Agree a member activity / events list for the next 12 months including outward/inward trade missions, member meetings, exhibitions, external and internal events. Clarify and communicate timing, benefits and objectives within a detailed delivery plan for each trade mission;

· KPI – 3
Increase IESTA membership by a minimum of 8 during the period 19th July 2010 – 18th July 2011 (2 member companies per quarter);

· KPI – 4
Create, develop and communicate a member retention policy, ensuring a minimum average retention of 90% between 19th July 2010 and 18th July 2011;

· KPI – 5
Create, develop and deliver a minimum of 2 added value revenue generating initiatives;

· KPI – 6
Develop and agree a strategic marketing plan for 2010/11; and

· KPI – 7
Update and develop the IESTA website, PR activity and communication policy both internally and externally. Manage contractors effectively to help deliver cost effective accurate and timely projects.

5.10 Significant progress has been made in the last 10 months towards these KPIs with all seven on target to be achieved or exceeded by June 2011.  The KPIs were seen to aid the Board in focusing the Directors work in two key areas; developing business opportunities and increasing the membership base. 
5.11 The increase in members has been a key success in the last year, with membership increasing from 12 to 25.  In addition, a further six partners have been identified and are now actively engaged with IESTA and its members.  

5.12 As highlighted above, a mechanism for monitoring and disseminating tender opportunities is now in place and working well.  With the growth in both membership and business opportunities, IESTA appears now to be in a realistic position to begin the shift from predominantly public sector funded to a more self sustaining delivery model.  

5.13 A review of potential members by the IESTA Director has identified an overall pool of just under 200 organisations that would be eligible for IESTA membership.  With 25 currently on board, IESTA are now working towards a total of approximately 60 members.  This target is felt to be achievable and of a sufficient size that membership fees would cover the majority of the costs associated with the project, although the administrative costs of servicing the wider member base would also increase.  Discussions are also ongoing to identify other means of revenue creation, including website sponsorship, the organisation of an IESTA event and project specific contributions from members (e.g. Offshore Europe). 

5.14 Furthermore, in early 2011 a new marketing and business strategy was developed by IESTA to take account of the significant growth in the organisation in the previous nine months.  As part of this strategy the following mission statement for the organisation is currently under consultation with members:

“To become ‘the’ global hub for Scottish energy sector skills and training expertise by providing a range of unique, structured and valuable commercially focused benefits to our members.”
Recommendations

5.15 In light of the significant development over the last 10 months, no specific recommendations have been made at this time.  With the introduction of a full time member of staff the project has been able to put in place some key processes and activities that are now positively impacting on its members.  
5.16 A number of contracts are in the pipeline as a result of recent IESTA activity, with new opportunities arising all the time.  A critical mass of members is also beginning to be established.  The Alliance is at a critical stage of its evolution and development and needs to continue along its current trajectory if future outcomes and impacts (in terms of new business) are to be maximised.  If IESTA were to cease at this stage there is a risk that the progress achieved to date would become undone and many of the predicted future impacts may not be achieved.  The project requires relatively low levels of public sector support in relation to impacts, and the Alliance is taking the right steps to reduce reliance on public sector funding and maximising member contributions.
Final Summary
5.17 The report provides positive feedback on the work of IESTA over the last year, after relatively modest performance in its early stages.  Based on the views of over 50% of the membership base, there is a strong endorsement of the current direction of travel for IESTA and the way in which the Alliance is able to foster new and additional collaborative activity where these partnerships did not previously exist.  Whilst economic impacts are relatively modest currently, these have all been achieved in the last few months and more new business is expected from live bids pending decisions and under development.
Appendix A: Member Organisations

Angus College

SQA Oil and Gas

Banff and Buchan College

CEPMLP, Dundee University

20/20 Business Group

Falck Nutec

Petrofac Training

EP IT

ESD Simulation

Aberdeen College

ADC

Atlas Interactive

Mintra Training Portal

Enermech

IC Media Ltd

MDT International

Moody International

STH Competence Management

Tucson North International

The Underwater Centre, Fort William

Clydebank College

Robert Gordon University

BIS Skills Centre

SPEX: Speciality Explosive Services

Sparrows Training

Appendix B: Board Members

· Chairman: Mr Roddy Scott – Director of Renewables and Energy Development at Angus College;

· Vice Chairman: Mr Colin Turnbull – Managing Director of Mintra Training Portal Ltd

· Board Director: Mr Tony Marks – Managing Director of 20/20 Business Group

· Board Director: Mr Jim Craig – Managing Director of the JCE Group and the EPIT Group

· Board Director: Ms Linda Hope – External Affairs Manager at Banff and Buchan College of Further Education

· Board Director Mr Joe O’Kane – Global Training Manager at Enermech

· Director of Operations: Mr Gary Boyd – Marketing and Business Development Manager
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� Global market opportunities for the delivery of oil and gas related skills and expertise: Roger Tym and Partners, 2008.


� SE Approval Paper, August 2007: International Energy Skills and Training Alliance


�BIS: Research to improve the assessment of additionality. � HYPERLINK "http://www.bis.gov.uk/assets/biscore/economics-and-statistics/docs/09-1302-bis-occasional-paper-01" ��http://www.bis.gov.uk/assets/biscore/economics-and-statistics/docs/09-1302-bis-occasional-paper-01� 


� For the basis of grossing up, the impacts from the outlying respondent (50 gross jobs) were removed before grossing up and added back in at the end so as not to further over estimate likely future job impacts. 


� 2007 ONS data for Scotland 


� RDA Evaluation: Practical Guidance on Implementing the Impact Evaluation Framework � HYPERLINK "http://www.bis.gov.uk/assets/biscore/economics-and-statistics/docs/09-1559-rda-evaluation-practical-guidance-main-report" ��http://www.bis.gov.uk/assets/biscore/economics-and-statistics/docs/09-1559-rda-evaluation-practical-guidance-main-report� 


� It should be noted that using sales (which are far more modest that forecast jobs) to derive GVA   is felt to take account of optimism. Accordingly no further optimism adjustment has been made.
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