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1. 
INTRODUCTION

1.1 
Introduction

GEN Consulting and researchresource were commissioned by Scottish Enterprise Energy Team to carry out an evaluation of the Spends and Trends 2004 project. This intervention disseminated key market information to Scottish service companies in the oil and gas industry through a CD-Rom, with the aims of assisting them to plan for future activity and position themselves to capitalise on new opportunities.

1.2 
Key Aims

The brief for the study set out a number of key aims for the evaluation:
· collation of the inputs and outputs

· quantification of outcomes as well as short term economic benefits

· an assessment of the additionality (or net impact) associated with the intervention

· an assessment of whether the intervention met its objectives

· an assessment of how effectively the intervention was project managed

· proposals as to how future interventions of a similar nature can be made more effective.
1.3 
Methodology

The evaluation has been carried out over a twelve week work programme and has included:

· a review of approval papers, background documentation and internal evaluation material

· a review of management information on the performance of the programme to date

· consultations with the Spends and Trends Project Manager

· a telephone survey of 30 companies who had received the Spends and Trends 2004 CD-Rom.

1.4
Methodological Issues

Identifying those companies who had actually made use of Spends and Trends 2004 was a major challenge in this evaluation. It is understood that this was also an issue in the 2002 evaluation undertaken by EKOS.

The project brief estimated that over 400 companies had received Spends and Trends 2004. The SE Energy Team were able to provide us with a list of 217 companies from their internal database which they had recorded as receiving Spends and Trends. From this number there were a large proportion of contacts who had:
· no recollection of ever receiving Spends and Trends 2004
· had received it but had never actually used it or could not recollect sufficient information on the product to take part in the survey

· moved on from the company. In which case attempts were made to contact others in the company.
Due to a combination of these factors, it was only possible to complete the survey with a total of 30 companies as opposed to our original proposal of 40.
1.5
Report Structure
This report presents the findings from the evaluation and is set out as follows:

· Chapter 2 presents a description of the project, aims and objectives, and issues around market failure

· Chapter 3 reviews the inputs to the project and profiles those companies who received Spends and Trends 2004
· Chapter 4 sets out the results of the company survey
· Chapter 5 calculates the economic impact of the intervention
· Chapter 6 draws some conclusions from the evaluation and makes some recommendations on improving the effectiveness of similar initiatives.
2. Project Background

2.1 Introduction

This chapter examines the background to Spends and Trends 2004, focusing on:
· the Spends and Trends 2004 project
· project objectives

· market failure issues

· project impact.

2.2 Spends and Trends 2004
The project was underpinned by a recognition that the UK Continental Shelf (UKCS) is a mature oil and gas province. As a result, the Scottish service and supply base must increasingly look to international markets to sustain and expand their operations. Spends and Trends was devised to help Scottish companies understand these markets and position themselves to capitalise on the opportunities available.

The project commenced in 2000 and has been managed by the SE Energy team since its introduction. Following an evaluation of the project, the 2002 version was expanded to include international markets. In 2004 Spends and Trends covered the following areas: 
· Gulf of Mexico

· Middle East

· North Africa

· South America

· South East Asia and West Australia

· UK Continental Shelf (UKCS)

· West Africa

· Norway

· Caspian

· Russia.

Detailed market information was gathered on each region and covered the forecast period up to 2009. This included:
· an overview and background to each of the geographical regions

· a review of recent licensing rounds and exploration activities

· details of major contracts and projects awarded along with those planned and likely expenditure

· information on likely timescale for expenditure and production

· information on abandonment and decommissioning

· regional conclusions and general observations.

This data was gathered using several oil and gas consultants and collated into CD-Rom format. This was then distributed free of charge to interested companies within the energy sector.

2.3 Project Objectives

Spends and Trends 2004 main objective was to address the information failure around market opportunities in the global oil and gas industry. It set out to provide a clear and consistent picture of activity across key international markets, with the aim of assisting Scottish SMEs to understand market changes and their causes.
Through providing this service, the goal was to allow SMEs to more effectively plan the strategic management of the business cycles, as well as encouraging efforts in diversification and internationalisation of their portfolios.

2.4 Market Failure Issues

The intervention was originally introduced from a recognition that gathering information on activity in overseas markets can be difficult to obtain and costly. This puts it beyond the reach of most SMEs in Scotland. Spends and Trends attempted to address this market failure through providing:

· a forecasting report which considers projected expenditure levels in overseas markets; and
· related and relevant details across all sectors of the industry in each of the regions included.

2.5
Project Impact

Assisting businesses through the provision of information was the main target associated with Spends and Trends 2004. The project was intended to complement other interventions under the operational plan heading for 2003/2004 of Global Growth. The targets for this were:

· create 20 jobs; and/or
· safeguard 20 jobs

· achieve an increase in sales of £2m.

The Spends and Trends 2004 approval paper assumes that up to 200 companies were to be assisted through the provision of information. From this, 10% (20 companies) were expected to win orders at an average of £100,000 per company generating an increase of £2m in sales. Furthermore, accepting that £100,000 equals 1 job, this equates to approximately 20 jobs created and/or safeguarded.

3. 
Project Inputs and Processes
3.1
Introduction

This chapter looks at the inputs and the processes associated with Spends and Trends 2004, and considers the following:

· project inputs

· delivery of Spends and Trends 2004
· profile of companies receiving Spends and Trends 2004.

3.2
Project Inputs

The Spends and Trends 2004 project was funded, managed and delivered by the SE Energy Team. The financial and human resource inputs are detailed below:
3.2.1
Financial resources
The financial input to Spends and Trends 2004  is presented in Table 3.1 along with the financial inputs for previous years:

Table 3.1: Spends and Trends Project Costs
	Year
	1999
	2000
	2004

	Project Costs
	£150,000
	£80,000
	£35,000


The above information clearly shows that the financial resources committed to the project have decreased over time. The costs for 1999 were highest as this reflected the additional costs of developing the initial software required to present the market information.
The SE Energy Team approval paper for Spends and Trends 2004 highlighted that the majority of the funding (around 90%) was allocated to research and information gathering, with roughly 6% spent on the launch of the CD and 4% on project management.

3.2.2
Human resources

The SE Energy Team utilised external oil and gas consultants for the research and information gathering. In the case of Spends and Trends 2004 the initial data had been gathered by Douglas Westwood Associates.

The process is managed by a project manager within the SE Energy Team. Their role is to liaise with the consultants and ensure production of the information is achieved on time and on budget. Consultations with the Energy Team indicated that this is a relatively time intensive process requiring between 10 to 15 days of staff input.
3.3
Delivery of Spends and Trends 2004
Discussions with the Energy Team highlighted several ways in which Spends and Trends had been distributed. The principle methods were:

· distribution to relevant companies held on the SE Energy Team internal database

· handing out Spends and Trends 2004 to interested parties at exhibitions and trade fairs.

The number of companies estimated to have received Spends and Trends is presented in Table 3.2. These estimates were provided by the Energy Team:

Table 3.2: Estimated no. of companies receiving Spends and Trends
	Year
	1999
	2000
	2004

	Estimated nos. receiving Spends and Trends
	1000
	750
	400


From the table it can be seen that the number of companies receiving the product has decreased steadily over time. It is unclear whether this reduction was intended, however the trend is in line with the decreased financial resources allocated to the project.
3.4
Profile of Companies Receiving Spends and Trends 2004
The Energy Team were able to provide the details of 217 companies who had received Spends and Trends 2004. Company information was only available for those businesses who were held on the SE Energy Team internal database, and details were not captured for those companies who had obtained Spends and Trends 2004 through attendance at events, conferences or exhibitions.

The information provided consisted of the contact and company names of those receiving Spends and Trends 2004. There were no details on the company or contact telephone numbers. In view of this, GEN carried out additional market research in order to enhance the data where possible with:

· contact telephone numbers

· company turnover
· sector (1992 SIC code)

· number of employees.

3.4.1
Location of companies
Of the 217 companies who received Spends and Trends, 11 were public sector organisations such as colleges, LECs or local authorities. As these organisations were not directly involved in the oil and gas industry they were excluded from the analysis. In terms of location, it was found that:

· 154 were based in Aberdeen or Aberdeenshire
· 38 were based elsewhere in Scotland

· 9 were based in England

· 1  was in Northern Ireland; and

· 1 each were in Egypt, Germany, the USA and Russia.

It can be seen that the majority of the companies receiving Spends and Trends 2004 were based in Scotland. That said, a significant proportion of these were multinational firms with their headquarters either elsewhere in the UK or overseas. In addition, this does not take account of companies who received Spends and Trends through attendance at events. 
Taking the Decommissioning Supply Chain Engagement (DCSE) events held in Motherwell and Aberdeen in 2004 as examples, it can be seen from analysis of the delegates that the majority of those attending were from Scottish companies. Assuming this was representative of the delegates attending other events with SE Energy Team involvement, it reasonable to conclude that the majority of Spends and Trends handed out at such events went to Scottish companies.

3.4.2
Company sectors
From GEN’s market research, the SIC codes and sector details were added for 153 companies. The full 4 digit SIC sectoral breakdown is presented in Appendix 1. Table 3.3 presents the SIC subsections. From this it can be seen that:
· just under half the companies receiving Spends and Trends 2004 were involved in business or other service activities

· there was a broad spectrum of manufacturing companies who received Spends and Trends 2004, with manufacturers of metal products representing the single largest manufacturing group

· 16% of companies receiving Spends and Trends 2004 were involved directly in the mining and quarrying of energy producing materials.

The analysis highlights that the majority of companies accessing Spends and Trends 2004 were oil and gas supply chain firms as opposed to those directly involved in the extraction of oil and gas.

Table 3.3: - Sectoral breakdown of recipients
	SIC Code and Description
	No. of Companies
	% of Companies

	CA: Mining and quarrying of energy producing materials
	24
	16

	CB: Mining and quarrying except energy producing materials
	1
	0.5

	DF: Manufacture of coke, refined, petroleum products and nuclear fuel
	1
	0.5

	DG: Manufacture of chemicals, chemical products and man-made fibres
	2
	1

	DJ: Manufacture of basic metals and fabricated metal products
	13
	8

	DK: Manufacture of machinery and equipment not elsewhere classified
	7
	5

	DL: Manufacture of electrical and optical equipment
	7
	5

	DM: Manufacture of transport equipment
	2
	1

	DN: Manufacturing not elsewhere classified
	1
	0.5

	F: Construction
	6
	4

	G: Wholesale retail trade; repair of motor vehicles, motorcycles and personal and household goods
	5
	3

	H: Hotels and restaurants
	1
	0.5

	I: Transport, storage and communication
	9
	6

	J: Financial intermediation
	4
	3

	K: Real estate, renting and business activities
	52
	34

	M: Education
	1
	0.5

	O: Other community, social and personal service activities
	17
	11

	Total
	153
	100


% total does not sum to 100 due to rounding
3.4.3
Company turnovers

The annual turnovers for 2004/2005 were accessed for 140 companies. Table 3.4 presents this information. It can be seen that in terms of turnover:

· nearly two thirds (64%) of companies accessing Spends and Trends 2004 were small

· 83% could be classified as small or medium sized enterprises
· less than one fifth were large companies.

One of the main aims of Spends and Trends 2004 was to provide ‘difficult to obtain’ market information to SMEs. The turnover information indicates that the SE Energy Team were successful in focusing the intervention at SMEs.

Table 3.4: Company turnover of recipients
	Company Size
	Number
	%

	Small (t/o <£5.6m)
	90
	64

	Medium (t/o <£22.8m)
	27
	19

	Large (t/o >£22.8m)
	23
	17

	Total
	140
	100


Note: DTI company size definitions
3.4.4
Company employment
The market research was able to provide employment details for 88 companies. Table 3.5 presents this information and shows that in terms of employee numbers:
· over half (57%) of companies accessing Spends and Trends 2004 were small

· 90% could be classified as small or medium sized enterprises
· one tenth were large companies.

The employment information provides further support for the success of the intervention in targeting SMEs.

Table 3.5: Number of employees of recipients
	Company Size
	Number
	%

	Small (0 - 49 employees)
	50
	57

	Medium (50 – 249 employees)
	29
	33

	Large (over 250 employees)
	9
	10

	Total
	88
	100



Note: DTI company size definitions 
3.5
Conclusions

The lack of comprehensive company data for those receiving Spends and Trends 2004, meant that the consultants had to undertake additional market research to add contact telephone numbers, sector, turnover and employment details. However, complete details were unavailable for every company, making it unclear how representative the available enhanced information was of the entire Spends and Trends 2004 list. Therefore, the following tentative conclusions are based on the information available. Of the companies receiving Spends and Trends 2004:

· the majority were based in the SE Grampian LEC area

· over half the companies were in what could be classified as the service sector

· the vast majority could be classified as small or medium sized enterprises in terms of:

· turnover; and

· employment.

4. 
Company Survey 
4.1
Introduction

This chapter presents the results of the company survey and focuses on:
· the sample
· marketing and awareness
· quality and relevance of information
· action taken as a result of information
· impact
· additionality

· charging for Spends and Trends

· future delivery options
· suggested improvements.
4.2
The Sample
The survey gathered responses from 30 companies in total. The sectoral breakdown of these companies is presented in Appendix 2. This shows that of those surveyed:

· two fifths were oil and gas companies

· 14% could be classified as business activities.

Twenty one companies provided turnover details for the financial year 2004/05. Within this, one company posted an estimated turnover of £30bn and another of £7bn. Excluding these outliers from the sample, the average turnover was £24m.

In terms of employment, 18 companies were able to provide information. One company employed 2500 and another employed an estimated 25,000 worldwide. The remaining 16 companies each employed less than 250, with an average employment figure of 49.

Using the analysis of company size in chapter 3 as a benchmark, it can be seen that the companies which participated in the survey were, on average, larger in size. The main reason for this appears to be that larger companies were more likely to be undertaking strategic planning than their smaller counterparts, meaning that the information contained on Spends and Trends was more likely to be used and therefore recollected.

4.3
Marketing and Awareness
Table 4.1 shows that almost half of Spends and Trends 2004 recipients had found out about the product through a letter or mailshot from SE Grampian. Picking up Spends and Trends through attendance at an event or conference was the next most popular method with 17% of responses.

Table 4.1 – Marketing/Awareness of Spends and Trends 2004
	Marketing Method
	Number
	%

	Letter/mailshot from SE 
	14
	47

	Phone call from SE
	2
	7

	SE Website
	1
	3

	Picked up at event/conference
	5
	17

	Passed by industry colleagues
	1
	3

	Other
	7
	23

	Total
	30
	100


Eighteen respondents also indicated they had received previous versions of Spends and Trends. Of these:
· 16 (89%) had received Spends and Trends in 2003

· 11 (61%) in 2002

· 3 (17%) in 2001

· 4 (22%) in 2000.

4.4
Quality and Relevance of Information

4.4.1
Motivations

The main motivation for accessing Spends and Trends 2004 was out of general interest, which accounted for 44% of responses. This was followed by accessing  specific market information with 30% of responses. Eleven percent indicated that they had not requested the product although it had been sent to them (Table 4.2).

Table 4.2 –Motivations for accessing  Spends and Trends 2004
	Motivation
	Number
	%

	General interest
	12
	44

	Specific market information
	8
	30

	Did not request
	3
	11

	Other
	4
	15

	Total Responses
	27
	100



Note – Not all respondents answered this question
4.4.2
Geographical market information

The companies surveyed were asked which geographical markets they were most interested in finding out about. This is presented in Table 4.3. From this it can be seen that:

· information on the UK Continental Shelf was of most interest with one quarter of responses

· West Africa also had a high interest rating with nearly one fifth of responses

· with the exception of South America, the rest of the areas were roughly equal in terms of interest value.

Table 4.3 – Geographical Market Interest
	Geographical Market
	Number
	%

	Gulf of Mexico
	6
	8

	Middle East
	7
	9

	North Africa
	6
	8

	South America
	3
	4

	South East Asia and Western Australia
	5
	7

	UK Continental Shelf
	18
	24

	West Africa
	12
	17

	Norway
	6
	8

	Caspian
	6
	8

	Russia
	5
	7

	Total Responses
	74
	100


Note – Respondents could give more than one answer
4.4.3
Types of information

A wide range of responses were given as to what types of information recipients were looking to obtain from Spends and Trends 2004. Table 4.4 outlines the main categories of responses. This highlights that:
· market and expenditure information had the highest demand, with over half of responses

· business development and drilling opportunities were also in demand, with a combined one fifth of responses.
Table 4.4 – Types of information sought
	Information Sought
	Number
	%

	Market and expenditure information
	21
	57

	Business development opportunities
	6
	16

	Drilling opportunities
	2
	5

	General observations
	3
	8

	Other
	5
	14

	Total Responses
	37
	100


Note – Respondents could give more than one answer
4.4.4
Effectiveness

Respondents were asked to rate how effective Spends and Trends 2004 was in meeting their expectations. Customers were largely satisfied, with 69% rating Spends and Trends 2004 as ‘very effective’ or ‘effective’ in meeting their information needs (Table 4.5). None of the companies surveyed rated the information as ‘poor’ or ‘very poor’.

Table 4.5 – Effectiveness of Spends and Trends 2004
	Rating
	Number
	%

	Very Effective
	7
	27

	Effective
	11
	42

	Mixed
	8
	31

	Poor
	-
	-

	Very Poor
	-
	-

	Total
	26
	100



Note – Not all respondents answered this question
4.4.5
Strengths


The main strengths of Spends and Trends 2004 were given as:

· the detailed nature of the high level reviews

· the clear lay-out of the information

· the credibility and impartiality of the information

· the precise expenditure breakdown for each geographical region

· the ease with which Spends and Trends 2004 could be obtained
· the collation of the information into one product, meaning clients do not have to spend time gathering it from different sources.
4.4.6
Weaknesses


There were also a limited number of weaknesses expressed by 6 companies: 
· the information was thought to be tailored to larger companies as opposed to SMEs
· the information was too high level and general to act upon

· the inconsistency of market information, some geographical areas contained more comprehensive information than others
· the information was felt to be out of date by the time several of the companies had received it.
4.5
Action Taken as a Result of Information

4.5.1
Strategic planning

Prior to receiving Spends and Trends 2004, 20 of the 28 companies which answered this question indicated they had been undertaking strategic planning to access new markets. Of those who were not strategically planning the main reasons were:

· the company was too small

· the company traded within a niche sector and did not feel strategic planning was necessary

· the costs of strategic planning were prohibitive.
4.5.2
Impact on strategic planning

Spends and Trends 2004 helped one of the eight companies not undertaking strategic planning to start the process. This company cited that Spends and Trends had provided them with the information they needed to begin. That said, the other seven firms commented that Spends and Trends had not encouraged them to strategically plan.

With regards to the 20 companies who were undertaking planning prior to receiving the product, 11 stated they had subsequently incorporated Spends and Trends 2004 into their strategic planning. Table 4.6 presents the impact the product had on the planning process. This shows that:

· the main impact was improving the quality of the planning process with over half (59%) of the responses

· Spends and Trends 2004 also helped to speed up the strategic planning process for a number of companies.

Table 4.6 – Impact on the strategic planning process
	Impact on strategic planning
	Number
	%

	Made the process quicker
	5
	29

	Reduced costs going into the process
	2
	12

	Improved the quality of the process
	10
	59

	No impact on the process
	-
	-

	Total Responses
	17
	100


Note – Respondents could give more than one answer
4.5.3
Outcomes
The 11 companies which had incorporated Spends and Trends 2004 into their strategic planning were asked what outcomes this had generated. Table 4.7 displays these outcomes and shows that:
· identifying new geographical markets was the outcome cited most, with nearly half of responses

· one third of respondents had started trading in new geographical markets as a result of incorporating Spends and Trends 2004 into their strategic planning.

Table 4.7 – Outcomes of incorporating Spends and Trends 
	Outcome 
	Number
	%

	Identify new product markets
	2
	13

	Diversify and trade in new product markets
	1
	7

	Identify geographical markets
	7
	47

	Diversify and trade in new geographical markets
	5
	33

	Total Responses
	15
	100


Note – Respondents could give more than one answer
4.5.4
Contribution
Companies were also asked to rate how important Spends and Trends was in enabling them to change their strategic planning or business activity. Of the 16 respondents who answered this question, the answers given were polarised with:

· 44% rating Spends and Trends as ‘Important – We would still have accessed new markets but our market share would have been less’; and

· 56% rating it as ‘Irrelevant – Spends and Trends was useful but had no impact on my business’.
4.6
Impact
4.6.1
New business opportunities

Nearly half of the companies who took part in the survey, indicated that Spends and Trends 2004 had contributed in some way to them accessing new business opportunities. Some examples of the new opportunities were:

· the formation of 2 joint venture companies in West Africa, with one company being contracted immediately for 200 days work as a result

· the establishment of new distribution networks.
4.6.2
Increases in turnover

Of the 14 companies which had accessed new business opportunities, 7 indicated that their turnover/sales had gone up as a result. Table 4.8 highlights that the majority of companies reported an increase of between 6 and 10% since receiving Spends and Trends 2004.
Table 4.8 – Increases in turnover
	% Increase in turnover
	Number
	%

	0 – 5%
	1
	14

	6 – 10%
	4
	58

	11 – 25%
	1
	14

	26 – 50%
	1
	14

	51 – 75%
	-
	-

	76 – 100%
	-
	-

	Total 
	7
	100


In addition, 9 companies stated they expected their turnover/sales to increase in the next 2 years as a result of accessing these new business opportunities. Table 4.9 shows that nearly half of the companies who answered this question expected their turnovers to increase by between 11 and 25%.

The key point here is that expected increases in turnover were, on average, greater than the increases in turnover experienced to date. This highlights the longer term nature of strategic planning in oil and gas, where business benefits can take several years to filter through.

Table 4.9 – Expected increases in turnover
	% Expected increases in turnover in 2yrs
	Number
	%

	0 – 5%
	2
	22

	6 – 10%
	1
	12

	11 – 25%
	4
	44

	26 – 50%
	2
	22

	51 – 75%
	-
	-

	76 – 100%
	-
	-

	Total 
	9
	100


4.6.3
Increases in employment

Seven companies stated they had increased the number of people employed as a result of accessing the new business opportunities, brought about in some way by Spends and Trends 2004. Table 4.10 shows that nearly half of the companies which answered this question had increased their employment by between 1 and 5 employees. Furthermore, 2 companies reported they had increased employment by between 11 and 20.
Table 4.10 – Increases in Employment
	Increase in employees
	Number
	%

	1 – 5
	3
	42

	6 - 10
	2
	29

	11 - 20
	2
	29

	20 +
	-
	

	Total 
	7
	100


With regards to increasing employment within the next 2 years, 8 companies stated their expectation that employment would increase. Table 4.11 shows half of the companies who answered this question expected their employment to increase by between 1 and 5 employees. That said, bigger increases were also expected with 4 companies anticipating increases of over 10 employees.
Table 4.11 – Expected increases in employment
	Increase in employees
	Number
	%

	1 – 5
	4
	50

	6 - 10
	-
	-

	11 - 20
	2
	25

	20 +
	2
	25

	Total 
	8
	100


4.7
Additionality

Twenty two companies (79%) stated they would have known where to obtain this type of information if Spends and Trends 2004 had not been available. The main sources given were:

· various publications and oil journals (21% of responses)

· the internet (21% of responses)

· the DTI (14%).

Indeed, 17 respondents stated they were already utilising the information from these sources. When this group was asked how Spends and Trends 2004 compared to other similar information it was found that:

· nearly half of those who answered this question felt Spends and Trends was ‘better’ or ‘far better’ than the information available from other sources

· over two fifths felt Spends and Trends was the same in terms of quality (Table 4.12).

Table 4.12 – Spends and Trends 2004 in comparison to other info. sources
	Rating
	Number
	%

	Far Better
	1
	6

	Better
	7
	41

	The Same
	7
	41

	Worse
	2
	13

	Far Worse
	-
	-

	Total 
	17
	100


4.8
Charging for Spends and Trends
Six respondents stated they had to pay for similar market information when obtaining it from other sources. The cost of this ranged from less than £500 to more than £5,000 in one case. Companies were also asked if they would be willing to pay for Spends and Trends in future. Of the sample:

· 10 said they would be willing to pay for Spends and Trends

· 14 said they would not be willing to pay

· 4 did not know.

When asked how much they would be willing to pay, 4 indicated less than £100, 3 between £100 and £500, and 3 did not know.
4.9
Future Delivery

All the companies surveyed indicated they would like to see a 2006 version of Spends and Trends. In terms of the future delivery format:

· nearly half would like to see Spends and Trends continue in CD format

· just under a third would like to see the product delivered through a website, although there was an appreciation that this would require an increased level of resource (Table 4.13).

Table 4.13 – Future format of Spends and Trends

	Rating
	Number
	%

	Continue in CD format
	13
	46

	Website
	8
	29

	Business Seminars
	3
	11

	Make it part of industry events
	-
	-

	Other
	4
	14

	Total 
	28
	100


Note – Not all respondents answered this question
4.10
Suggested Improvements
There were a number of suggestions around how Spends and Trends could be enhanced or improved in the future. Amongst those suggested were:

· the information could be produced more frequently as it tends to date quickly

· the data would be more useful if it ‘drilled-down’ to a lower level. An example given was to include information on which operators were active in which fields and what their market share was
· to further increase the spread of countries covered

· to change the delivery of Spends and Trends to regular e-bulletins which detail the most recent developments in specific regions

· for SE to support Spends and Trends with regular ‘information sharing events’ where ideas and experiences could be exchanged.
Providing the information through a website was also put forward by a number of respondents. It was felt that this would overcome the issue of keeping the market information current and also provide a mechanism whereby companies could feedback on the effectiveness and relevance of the information provided.
4.11
Economic Impact

Our assessment of the economic impact of Spends and Trends 2004 to the Scottish economy focuses on the three areas of:

· turnover

· Gross Value Added (GVA)

· employment.

A full explanation of the methodology used in calculating the economic impact is provided in Appendix 3.

Results from the survey of the companies which received Spends and Trends 2004 shows that turnover went up by £5.4m for those companies where we could assess impact. Calculated to cover all those who received Spends and Trends we estimate the following impacts:

· gross turnover of £36.5m

· net impact of £3.5m

· wider economic benefits to the value of £273,000.

Using the survey and our methodology for calculating GVA we can estimate that Spends and Trends 2004 generated £2.8m of GVA. Calculated to cover all those who received Spends and Trends 2004 this amounts to:

· gross GVA of £19.1m

· net impact of £1.9m

· wider economic benefits to the value of £163,000.

Taking a similar approach to the above methodology we can estimate from those surveyed that Spends and Trends has helped to generate 16 jobs. Grossed up to cover all those who received Spends and Trends this amounts to the following impacts:

· gross employment of 160

· 24 net jobs

· of these 24 jobs, 2 will have been created in the wider economy.

In summary we can therefore estimate that Spends and Trends 2004 has contributed:

· £3.5m of impact

· £1.9m of GVA; and

· 24 jobs to the Scottish economy.

5.
Conclusions and Recommendations
This final chapter draws on the evidence presented in the body of the report. It first sets out a number of conclusions, before then making some recommendations as to how future interventions of a similar nature can be made more effective.
5.1
Conclusions

A number of conclusions can be drawn in relation to the objectives set by the Energy Team for Spends and Trends 2004:
· the main objective for Spends and Trends 2004 was to assist Scottish SMEs understand global market changes and their causes, in order to position themselves to capitalise on opportunities. Overall, the intervention achieved this objective as awareness of opportunities in overseas markets was increased and a number of firms reported increases in turnover and employment
· Spends and Trends 2004 achieved its activity target of assisting up to 200 companies through the provision of information. In total, over 400 companies received the product

· the output target of generating an increase in sales of £2m was achieved. Spends and Trends 2004 was calculated to have a had a net impact of £3.5m on turnover

· Spends and Trends 2004 was expected to create 20 jobs. It was found that the product had achieved this objective, having created 24 jobs, 2 of which were in the wider economy.

A number of other general conclusions can also be drawn:

· the main difficulty in this research was in accessing companies with sufficient knowledge of Spends and Trends 2004. The majority of companies which requested Spends and Trends 2004 did not appear to use it or did not recall using the product
· it appears that Spends and Trends has become less of a ‘key product’ for the SE Energy Team, given that the financial resources committed and number of copies distributed have both decreased over time

· that said, the quality of information available on Spends and Trends 2004 compares favourably with the information available from other sources

· the majority of those who used Spends and Trends 2004 did so out of general interest rather than specific market need

· the majority of those receiving Spends and Trends 2004 had received the product in previous years

· the vast majority of companies receiving Spends and Trends 2004 were involved in the oil and gas supply chain

· the SE Energy Team have been successful in focusing the intervention at SMEs, however have been less successful in getting SMEs to actually use it
· Spends and Trends 2004 had a limited impact in encouraging those who were not undertaking strategic planning to start the process

· where Spends and Trends 2004 had been incorporated into the processes of those companies who were already undertaking strategic planning, it had a positive impact in helping them to identify and trade in new markets

5.2
Recommendations
A key theme running through many of the above points is that Spends and Trends 2004 has had a level of impact on the firms which received it, however steps could be taken to increase the impact of similar interventions in future.

It is our understanding the Energy Team have now developed a new industry led approach termed ‘market intelligence’, which focuses more specifically on the needs of particular industries. This context has significantly influenced our recommendations, which are that:
· Spends and Trends should continue, but with a number of modifications to its delivery

· more detailed company information should be gathered from those receiving Spends and Trends directly from the Energy Team. This will allow better monitoring and tracking of the efficacy of the product in assisting firms. As a minimum the following should be collected:

· sector

· turnover

· employment

· in addition, around one-fifth of those surveyed had obtained Spends and Trends 2004 through attendance at an event. Therefore, the above information should also be gathered from these companies 

· more intensive intervention is required to help smaller companies start the strategic planning process. It was found that Spends and Trends 2004 had limited success in encouraging smaller companies to start the process
· Some thought should be given to moving the delivery of Spends and Trends to a website. Discussions with the Energy Team highlighted that there may be some technical issues around the hosting of a website, however despite these, we believe there is some merit in running through this approach:
· market information can be kept current and up-to-date

· interaction with and feedback from customers could be improved. For example, emails could be sent to subscribers alerting them to new information updates

· information about the companies accessing the information could be gathered at initial registration

· the site could host sponsored links from external providers of specialist market information.

The website model is illustrated in Figure 6.1 overleaf. The principles behind the proposed website are as follows:
· the SE Energy Team produce Spends and Trends and deliver the information to SMEs through the website

· external information providers pay to place sponsored links on the website, which in turn gives them access to the SME  market

· over time the information needs of SMEs are met by the external information providers. This offers an exit strategy for the Energy Team.

The basic explanation of the website model outlined here will require more investigation, particularly in relation to costs and technical issues. However, it is our assertion that the merits of this approach would allow Spends and Trends to be developed further whilst increasing interaction between the Energy Team, SMEs and additional sources of market information.

Figure 6.1 – Spends and Trends Website Model














Appendix 1 – Sectoral Breakdown of Companies Receiving Spends and Trends 2004
	SIC Code and Description
	No. of Companies
	% of Companies

	CA:1110: Extraction Of Crude Petroleum And Natural Gas
	1
	0.5

	CA:1120: Service Activities Incidental To Oil And Gas Extraction Excluding Surveying
	23
	15

	CB:1430: Mining Of Chemicals And Fertilizer Minerals
	1
	0.5

	DF:2320 : Manufacture Of Refined Petroleum Products
	1
	0.5

	DG:2466 : Manufacture Of Other Chemical Products Not Elsewhere Classified
	2
	1

	DJ : 2710 : Manufacture Of Basic Iron And Steel And Of Ferro-Alloys (ECSC)
	1
	0.5

	DJ:2811 : Manufacture Of Metal Structures And Parts Of Structures
	3
	2

	DJ:2852 : General Mechanical Engineering
	8
	5

	DJ:2873 : Manufacture Of Wire Products
	1
	1

	DK:2912 : Manufacture Of Pumps And Compressors
	3
	2

	DK:2913 : Manufacture Of Taps And Valves
	2
	1

	DK:2922 : Manufacture Of Lifting And Handling Equipment
	1
	0.5

	DK:2924 : Manufacture Of Other General Purpose Machinery Not Elsewhere Classified
	1
	0.5

	DL:3002 : Manufacture Of Computers And Other Information Processing Equipment
	1
	0.5

	DL:3110 : Manufacture Of Electric Motors, Generators And Transformers
	1
	0.5

	DL:3120 : Manufacture Of Electricity Distribution And Control Apparatus
	1
	0.5

	DL:3162 : Manufacture Of Other Electrical Equipment Not Elsewhere Classified
	1
	0.5

	DL:3320 : Manufacture Of Instruments And Appliances For Measuring, Checking, Testing, Navigating And Other Purposes, Except Industrial Process Control Equipment
	2
	1

	DL:3330 : Manufacture Of Industrial Process Control Equipment
	1
	0.5

	DM:3420 : Manufacture Of Bodies (Coachwork) For Motor Vehicles; Manufacture Of Trailers And Semi-Trailers
	1
	0.5

	DM:3550 : Manufacture Of Other Transport Equipment Not Elsewhere Classified
	1
	0.5

	DN:3663 : Other Manufacturing Not Elsewhere Classified
	1
	0.5

	F:4525 : Other Construction Work Involving Special Trades
	4
	3

	F : 4531 : Installation Of Electrical Wiring And Fittings
	1
	0.5

	F :4550 : Renting Of Construction Or Demolition Equipment With Operator
	1
	0.5

	G :5114 : Agents Involved In The Sale Of Machinery, Industrial Equipment, Ships And Aircraft
	1
	0.5

	G :5151 : Wholesale Of Solid, Liquid And Gaseous Fuels And Related Products
	2
	1

	G :5155 : Wholesale Of Chemical Products
	1
	0.5

	G :5190 : Other Wholesale
	1
	0.5

	H  : 5552 : Catering
	1
	0.5

	I  : 6024 : Freight Transport By Road
	1
	0.5

	I  : 6110 : Sea And Coastal Water Transport
	2
	1

	I  : 6220 : Non-Scheduled Air Transport
	1
	0.5

	I  : 6322 : Other Supporting Water Transport Activities
	2
	1

	I  : 6323 : Other Supporting Air Transport Activities
	1
	0.5

	I  : 6340 : Activities Of Other Transport Agencies
	1
	0.5

	I  : 6420 : Telecommunications
	1
	0.5

	J  : 6512 : Other Monetary Intermediation
	1
	0.5

	J  : 6523 : Other Financial Intermediation Not Elsewhere Classified
	2
	1

	J  : 6713 : Activities Auxiliary To Financial Intermediation Not Elsewhere Classified
	1
	0.5

	K  : 7134 : Renting Of Other Machinery And Equipment Not Elsewhere Classified
	2
	1

	K  : 7210 : Hardware Consultancy
	1
	0.5

	K  : 7220 : Software Consultancy And Supply
	2
	1

	K  : 7221 : Software Publishing
	2
	1

	K  : 7222 : Other Software Consultancy And Supply
	2
	1

	K  : 7260 : Other Computer Related Activities
	1
	0.5

	K  : 7310 : Research And Experimental Development On Natural Sciences And Engineering
	1
	0.5

	K  : 7414 : Business And Management Consultancy Activities
	9
	6

	K  : 7415 : Management Activities Of Holding Companies
	6
	4

	K  : 7420 : Architectural And Engineering Activities And Related Technical Consultancy
	9
	6

	K  : 7430 : Technical Testing And Analysis
	1
	0.5

	K  : 7450 : Labour Recruitment And Provision Of Personnel
	2
	1

	K  : 7484 : Other Business Activities Not Elsewhere Classified
	14
	9

	M  : 8042 : Adult And Other Education Not Elsewhere Classified
	1
	0.5

	O  : 9305 : Other Service Activities Not Elsewhere Classified
	17
	11

	Total
	153
	100


% total does not sum to 100 due to rounding
Appendix 2 – Sectoral Breakdown of Companies Surveyed
 Sectoral Breakdown of Companies Surveyed
	Sector
	Number
	%

	Oil and Gas
	17
	39

	Business Activities
	6
	14

	Engineering
	3
	7

	Shipping
	4
	9

	Supplier/Distribution
	5
	11

	Manufacturing
	4
	9

	Other
	5
	11

	Total Responses
	44
	100


Note – Some companies traded in more than one sector
Appendix 3 – Economic Impact Methodology
The economic impact is calculated based on a three stage methodology:

· calculating the gross impact

· calculating the net impact

· grossing up the figures to reflect the whole population

Calculating the Gross Impact

In order to calculate the gross impact we take all those firms that have stated there has been a change in turnover or employment and add all the change together to get a total gross impact from the sample of firms.  

Calculating the gross GVA involves using GVA to turnover ratios from the 2003 Scottish Annual Business Statistics produced by the Scottish Executive.  The ratio is applied to each of the turnover changes identified by firms, with the ratio determined by the sector in which the firm operates.  These are then added up to get the gross impact.

Calculating the Net Impact

In order to calculate the net economic impact we have to move from gross impact to net impact. Each figure is calculated based on the individual company response.  This involves calculating the level of:

· additionality
· substitution

· displacement

· multiplier effects

· leakage

First we calculate the level of additionality.  This is defined as the extent to which an activity is over and above what the company would have done without the intervention.  We used results from the survey to determine the level of additonality based on the level of sales the company stated they would have accessed without the intervention.

Then we assess substitution.  This is defined as where one individual loses their job to be replaced by another individual who is the beneficiary of public sector support (inter firm).  We have assumed no substitution
We then take off displacement, that is where the positive impacts on an assisted company take benefits away from non assisted firms. Using our knowledge of the companies which received Spends and Trends 2004, we assume a low level of displacement which has been defined in the English Partnerships Additionality guide as 25%.

We then add in the multiplier effects, or positive downstream effects where the improved performance of the business results in improved performance among suppliers, their suppliers and so on.  The Multipliers are Type II  multipliers produced by the Scottish Executive from their Input Output tables 2002.  Employment multipliers are used for the employment changes and outputs multipliers are used for the turnover and GVA figures.  These vary based on the industrial sector of the firm in each case.

Finally, we subtract leakage from the figures.  This is defined as the extent to which the benefits of the support accrue to companies from beyond the locality (in this case beyond Scotland).  Again, using our knowledge of the companies which received Spends and Trends 2004, we assume a high level of leakage, which has been defined in the English Partnerships Additionality guide as 50%.

Having finished these calculations we have taken the full economic impact calculation into account and moved from Gross to Net impact.

Grossing Up the Figures to Reflect the Whole Population

The gross and net impacts then have to be grossed up across the population to reflect the full economic impact from the intervention.

In order to do this we need to work out how many firms in the whole population  (all those who received Spends and Trends 2004) would have benefited from the intervention.  We take a simplistic approach that applies the proportions receiving benefits from the survey across the whole population.

In the case of Spends and Trends 2004 this means that of the 400 or so firms receiving the product, we calculate that 34 firms will have received some kind of turnover and GVA impact and that 40  firms will have experienced some employment effects.

We simply multiply the average impact per firm by the number we expect to have experienced an impact to get the total impact from the event.
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