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Executive Summary

GEN was appointed by Scottish Enterprise (SE) in June 2009 to undertake an Interim Evaluation of ProspeKT. The overall aim of the evaluation is to review the extent to which ProspeKT is delivering against its targeted activities and objectives, and to make recommendations for the future.
ProspeKT
In September 2005 the Scottish Enterprise Board agreed to a £5m investment in ProspeKT – a programme to support ‘enhanced commercialisation activities’ at the University of Edinburgh’s School of Informatics. The investment in ProspeKT was designed to complement SE’s wider investment in the construction of the Informatics Forum, a flagship new academic building to facilitate the growth of the academic School.  The £5m investment in ProspeKT was matched with £3.25m from the university. 

The rationale for ProspeKT was that, although the School of Informatics was world-renowned from an academic perspective (both in terms of the scale and quality of research), it had the  potential to contribute much more significantly to Scotland’s economy through the commercialisation of research. ProspeKT was designed to address the barriers that existed to commercialisation of research from the School, including the lack of entrepreneurial culture among academics and researchers, and barriers for SMEs and major global businesses in engaging with the School. 
Key achievements

ProspeKT has delivered an extremely diverse programme of activity. The quality of activity has been high and extremely well received by stakeholders who have regularly praised the energy and enthusiasm of the ProspeKT programme, frequently cited as ‘a breath of fresh air’. This is particularly true of the industry events and entrepreneurship programmes, which are seen to be well run and inspiring. ProspeKT’s key activities have included: 

· Successful delivery of commercialisation space - creating an enterprise culture which start-ups aspire to be part of.  The facility is now at full capacity and providing support to spin outs, start-ups, commercial research and (in due course), inward investors.
· Delivery of an extremely well received events programme, which has raised the entrepreneurship aspirations and skills of academics, students, start-up businesses and SMEs; and has created some quantifiable benefits in helping start-up businesses to secure investment from funders. Key outcomes from the activity include 7,148 hours of executive entrepreneurship education delivered to over 250 unique participants, from 180 individual companies / organisations / enterprises; 99 entrepreneurs, investors engaged as elevator pitch judges, and 40 companies exposed to investors at Engage | Invest | Exploit ’09;

· Strong engagement with global ICT firms which has met with positive feedback from companies, and has resulted in EADS signing up to locate 10 jobs into the Appleton Tower lab space (these jobs are net additional to Scotland);

· Contributing to cultural change within the School, with anecdotal evidence suggesting that academics and students are more likely to consider enterprise and commercialisation as options for career development – although, as anticipated, this has not yet fed through to an increase in the number of spin-outs generated from the School. 

· Wider promotion and marketing of the School to international audiences, through the School’s alumni network and by hosting industry visits. This has led to engagements with a number of global ICT firms.
· Acting as an important source of deal flow into other enterprise programmes. Six Informatics projects have successfully gone on to the SE Proof of Concept programme (and there are more in the pipeline); a further four projects have accessed other forms of Proof of Concept Funding (such as ESRC Follow-on Funds). And Prospekt is the most significant sources of dealflow into the EPIS programme, with 10 Informatics students starting enterprises with EPIS loans.

ProspeKT has also delivered strategic added value. Highlights include:

· Leading the UK’s only surviving bid to the European Institute of Technology’s Knowledge Information Communities;

· Contributing to SDI’s objectives through the regular hosting of visits from potential inward investors;

· Scaling the ProspeKT Programme capabilities to provide a commercialisation capacity and oversight for the national Scottish Informatics and Computer Science Alliance (SICSA)

· Leveraging £3.7m ERDF for Informatics Ventures to roll out ProspeKT activities across Scotland’s SICSA pool and Digital Media and Enabling Technology SME community

· Facilitating the delivery of a number of large, international conferences at the Forum – providing the potential for significant economic value ;

· Acting as the internal case-study for SE’s roll-out of the programme management approach.

Economic impacts

The Prospekt programme has delivered significant activity to promote enterprise. The principles of the Prospekt entrepreneurship approach are based around three stages in the entrepreneurship process: 

· Building the funnel of possibles (through entrepreneurship events and networking);

· Creating a ‘hatching ground’:to help emerging enterprises cross the ground to being market ready – by acting as dealflow into start-up programmes such as Proof of Concept, EPIS, RSE Fellowships, and EPSRC Follow-on Funds, etc.; and 

· Easing the birth process – by creating a supportive environment in which new businesses can grow.

ProspeKT was set a series of challenging impacts to deliver over the first five years of delivery. Impact targets relate to:

· Employment in spin-outs (and associated GVA)

· Employment in start-ups (and associated GVA)

· Increased employment of researchers, teaching staff and post-graduates in the School (and the GVA associated with this).

The impacts of ProspeKT in terms of GVA creation has not be estimated as part of this Interim Evaluation, as it is too early for substantive GVA impacts to have been realised. In terms of creating new businesses and employment however, ProspeKT has::

· helped create 13 start-ups which now employ 39 people (many of these are not full-time, paid posts, although this is to be expected given the stage in lifecycle that these businesses are at).  The start-ups are at various stages in securing funding and turnover – a small number are beginning to generate sales and some have secured private finance (above £100k). 
· created three spin-outs to date, which is behind the original profile. The spinout pipeline is relatively healthy, with two expected to spin within the next 1-2 years, and a further three expected to spin longer term. Several of these pipeline spin-outs are forecasting significant growth, which if achieved would make significant progress towards the ProspeKT impact targets.  

Longer term there is a reasonably strong pipeline of emerging start-ups, many of which are funded through the EPIS programme. Most of these are very early stage, and it is difficult to anticipate the extent to which these will graduate into healthy businesses in the future. 

ProspeKT has surpassed its gross targets in relation to academic indicators (researchers, research income, and academic staff) and the School now has a £12m research turnover with 270 PhD students, 150 post-doctoral researchers and 80 academic staff. It is also ahead of target with regard to engagement with international and Scottish business. 

Financial performance, activities and outputs

Spend to date is very slightly ahead of profile at the request of SE. The ProspeKT contract defined output targets for a wide number of output measures. Some of these outputs relate more to activities and some relate more to impacts. ProspeKT has achieved, or is on target to achieve, its output targets relating to the delivery of activities. 
The output targets where there is more concern are: income from licensing, and spin-outs supported. In the case of licensing, this target is unlikely to be met, given the scale of licensing activity in Scotland. The projected impacts from spin-outs now seems ambitious in light of more recent SE research (including the R&D Grant Evaluation and the Review of Commercialisation) which suggests that the spin-out creation process is highly resource intensive, although ProspeKT is working with a number of ‘pipeline’ spin-outs.
Future

At all policy levels there is a strong impetus to promote the interaction between universities and business, raise the profile of entrepreneurship, and increase the commercialisation of research from universities. ProspeKT fits squarely with this policy agenda. However, while ProspeKT fits very clearly with the national and European innovation and enterprise policy agendas, what is less clear is where initiatives such as ProspeKT might ‘sit’ within the evolving remit of SE and the SFC. SE’s increasing focus on projects which have a clear line of sight to commercialisation, and are likely to deliver significant economic outcomes, means that some of ProspeKT’s wider capacity building and cultural change activity arguably no longer aligns quite so directly with SE’s core objectives; although the new commercialisation approach does explicitly recognise the importance of capacity building programmes such as ProspeKT.
The SE Board Approval paper envisaged that ProspeKT would be self-funding after five years, achieved through returns from licensing and industrial research. The ProspeKT Board subsequently decided not to pursue licensing so proactively given the limited economic impacts that licensing is likely to generate for Scotland. Instead it is anticipated that an increasing proportion of the School’s income will be generated through research collaborations with industrial partners – this will generate some income, but not sufficient to sustain ProspeKT at its current level. There will therefore be a requirement for ProspeKT to access some form of transitional funding for the period from the end of the current SE grant to a position of being self-funded. 

As ProspeKT moves forward the expectation is that it will ramp-up the value of outputs and impacts achieved. The Board will need to play an increasingly important role in reviewing progress towards the impact targets – including not only the numbers of start-ups and spin-outs, but also the value and growth of these companies in employment and GVA terms, in order that they can play an increasingly strategic role in the programme going forward.

Recommendations
While ProspeKT has made substantial progress in the two and a half years of operational delivery, there is a need for some re-focussing to maximise the economic impact and take account of the new economic and strategic landscape.  

Recommendation 1: Continue to support ProspeKT: SE should continue to fund the programme for the remainder of the programme period, and should support ProspeKT in sustaining its activities post-2011, whether through direct funding or through engaging the support of other partners.
Recommendation 2: Closer alignment with other sources of entrepreneurship support. There is scope to provide greater clarity in how ProspeKT – and particularly the BDE role – links and aligns with other sources of support, including EPIS mentors, PoC Technology Entrepreneurs, Entrepreneurs in Residence, and so on. A strategic framework should be developed, which shows clearly – to academics, start-ups and spin-outs – which support can be sought from which sources at which stages, and how the referral from one source of support to another should be made.
Recommendation 3: Clarify relationship with Scottish Development International. ProspeKT and the School of Informatics play an important role in supporting SDI to achieve its objectives.  ProspeKT and SDI need to develop a formal, relationship to agree how the visits are prioritised, and to to ensure the most promising opportunities are given quality time at Informatics ., SDI should work with the ProspeKT programme to agree and implement a “pre-qualification” process in this regard.
Recommendation 4: Improve engagement with SMEs. ProspeKT should aim to develop more contractual relationships with Scottish-based SMEs – in the form of joint research projects including KTPs – in order to align more directly with Scottish Enterprise’s agenda. The groundwork for this has been laid through the ProspeKT events programme. Developing contractual relationships with SMEs will require a bespoke, tailored approach to engagement of key companies, and this is an area that the BDEs are well placed to lead on. 
Recommendation 5: Re-casting the target framework. Since the ProspeKT programme was developed, much has been learnt about the level of time and resource required to develop commercial outcomes. This, and the economic recession, means that in retrospect some of ProspeKT’s targets in relation to commercial outcomes are perhaps overly optimistic. They should be rescaled accordingly.

Recommendation 6: Focus on the key economic outcomes. During the next two years, the increased focus for ProspeKT should be on maximising the economic impact from supported start-ups and spin-outs. This will require continued close working with academics and students to identify opportunities, and clear sign-posting of appropriate entrepreneurship support to emerging companies. To assess progress towards this objective, ProspeKT monitoring should include consideration of:

· Number of start-ups and spin-outs supported

· Value of start-ups and spin-outs in terms of sales/ turnover – every 2 years

· Level of private-sector investment secured by supported start-ups/ spin-outs

· Number of patents secured by supported start-ups/ spin-outs

· Number of contractual relationships with Scottish-based SMEs, and value of any collaborative research projects

· Attitude of Informatics academics towards research commercialisation – based on an annual survey

Recommendation 7: Formalise the forward strategy. All partners need to explore the sustainability of support following the current funding allocation. The Forward Strategy and Business Plan needs to be formalised, to assess the feasibility and likely scale and sustainability of potential funding options (such as from Research Council grant for example), and the likely level of any transitional funding required. ProspeKT also needs to engage more closely with the Scottish Funding Council, to explore the possibility of future funding options in relation to research pooling arrangements.

Recommendation 8: Improve Programme Management and Partnership Working. The Prospekt Board Approval paper states the Informatics intervention will be ‘a model for Scotland’. Scottish Enterprise should consider utilising the ‘best practice’ elements of ProspeKt (the model, programme management (OGC MSP) and Partnership Working) to inform learning on partnership working with higher education.
Recommendation 9: Continue to embed good practice by learning from "Knowledge Triangle" programmes. SE has a wide range of ‘knowledge triangle’ projects that have similar characteristics to the PROSPEKT ‘model for Scotland’. These include for example, in life sciences - the Translational Medicine Research Initiative (with the Universities of Glasgow, Edinburgh, Dundee and Aberdeen), the Edinburgh BioQuarter (with Edinburgh); in energy - the Energy Technology Partnership (across 10 universities); in enabling technologies - the Advanced Forming Research Centre (Strathclyde), SICSA KT, the Nano Research Centre and Micro/Nano Design (both with Glasgow); in creative industries - Dare to be Digital (with Abertay) and the Edinburgh Pre-incubation Service (Edinburgh). SE should continue to draw learning from these programmes with a view to leveraging and aligning ‘best practice’ within partnership projects of this type. 
1 Introduction

Aims and objectives

1.1 The overall aim of the evaluation is to review the extent to which ProspeKT is delivering the approved activities and objectives, and to make recommendations for improvements of ProspeKT. 
1.2 The brief identifies seven tasks for the evaluation:

· Review of the rationale for intervention and the extent to which the ProspeKT model is influencing market failure adjustments, assess fit and contribution to other policy objectives being pursued by SE;
· Provide an interim interpretation of whether project objectives and targets are being achieved, or are on track to be achieved;
· Assess benefits achieved to date and the extent to which the project is on track to meet its performance measures;
· Assess the usage, quality and demand for the interventions being provided by ProspeKT;
· Assess the management and delivery of the project;
· Assess whether the project is making a positive contribution to equity and equality issues;
· Presentation of key findings and recommendations to inform the future direction, and delivery of the project. What, if any changes, should be made to the PROSEKT model to maximise the potential for net additional impacts. What value for money conclusions can be drawn? 
Tasks

1.3 The evaluation has involved the following tasks:
· Review of all project documentation, including SE Approval Paper, contract between the university and SE, project plan;

· Review of monitoring and spend information, including the quarterly ProspeKT Board reports and event feedback forms;
· Review of policy documentation and existing research around commercialisation and enterprise;
· Consultation with stakeholders including: the ProspeKT Board members, key individuals in the School of Informatics, key contacts within Scottish Enterprise, and other stakeholders including SDI, ERI, and EPIS;
· Consultation with ProspeKT’s Business Development Executives (BDEs);
· Consultation with 13 businesses who have come into contact with ProspeKT, including a selection of pipeline spinout companies, start-ups associated with the School of Informatics, Scottish-based SMEs, and overseas globals;
· A review of approaches to commercialisation in a selection of comparator universities.

1.4 A full list of consultees is included in Annex A. 
2 Context, Rationale and Objectives

Background
2.1 In September 2005 the Scottish Enterprise Board agreed to a £19m investment in the School of Informatics as a model for Scotland. This funding consisted of two elements, outlined in the SE Business Plan
 as:
· £14m to part fund construction of the Informatics Forum, a flagship new academic building to facilitate the growth of the academic School
;

· £5m investment in ProspeKT – a programme to support ‘enhanced commercialisation activities’ of the School’s academic research base. The £5m investment in ProspeKT was to be matched with £3.25m from the University. 

2.2 ProspeKT was established as a partnership programme between the University and SE. The activities and targets that ProspeKT was contracted to deliver are set out in the contract between the University of Edinburgh and Scottish Enterprise Edinburgh and Lothian, dated 16 June 2006, and the SE Board Approval paper – SE(05)118 (‘the Mandate’) – called ‘Maximising the economic and commercial benefits of the school of informatics’.

2.3 The contract sets out the ProspeKT programme as being ‘the development and implementation of a strategy, framework and organisational structure to provide market focussed commercialisation facility for the School of Informatics and the execution of a programme of commercialisation activities including (but not limited to):

· Recruitment and development of a Director of Commercialisation, a dedicated commercialisation team and structured commercialisation process to pro-actively engage with industry, providing advice and support for transfer of technology to industry including establishing spin-out companies;

· Refurbishment of three floors of Appleton Tower, providing 1,200m2 of commercialisation facilities hosting the commercialisation team, and a floor dedicated to industry collaboration

· Programmes and activities to encourage entrepreneurship and resultant company formation

· National and international promotion of the School of Informatics and leverage of its global alumni network, including public relations, marketing and branding activities.’
2.4 The contract sets out a series of obligations on the University, including: to build a market focussed commercialisation business unit, to transfer knowledge for the benefit of the Scottish economy and to generate a revenue stream. The contract also sets out obligations to prepare quarterly management reports; keep records of its activities and record contact details of all individuals and businesses participating in the programme. 

Rationale

2.5 The School of Informatics at the University of Edinburgh is, in academic terms, world class. The School is in a unique position of being able to combine scale (the largest informatics research centre in Europe, comparable in size to the next two UK departments combined), with excellence (the UK’s only 5* rated Computer Science school, and the only university outside the US in the top four worldwide). The School is deemed as a nationally significant asset in terms of academic quality. 
2.6 Given the School’s academic position, there was a perception that it had the potential to contribute far more significantly to Scotland’s economy by enhancing rates of commercialisation of its research, and developing closer links with business (since 1999, the School created 1-2 spin-outs per annum). The construction of the Informatics Forum offered the potential to significantly raise the profile of the School, potentially acting as the catalyst for greater levels of commercialisation to happen. Despite informatics research being relatively ‘near-to-market’, a number of market failures in the commercialisation of research at the School were identified by the SE Board Approval paper:

· Cultural barriers among academics in the School, with many engaged in theoretical research and with little or no interest/ knowledge in commercialisation;

· Lack of entrepreneurial culture locally, among academics, graduates and post-graduates (few local role models in terms of entrepreneurs who have grown successful informatics companies, with enterprise not seen as a serious option for students, and limited access to advice on enterprise);

· Lack of major ICT players locally who would want to engage with the School, and difficulties for SMEs in accessing the School’s research, and low levels of R&D among local business.

2.7 The rationale for ProspeKT was to respond to these barriers by raising the profile of commercialisation opportunities, raising entrepreneurial aspirations, improving access to entrepreneurial support, and facilitating university-industry collaboration. 

2.8 The scale of the challenge – and of the potential reward – was such that the response needed to be tailored to the specific needs of the School. ProspeKT was therefore established as a commercialisation project within the School of Informatics, rather than as an additional resource within the University’s commercialisation unit. Establishing ProspeKT as part of the School of Informatics was seen as critical to ensure the support of academics, effectively facilitate cultural change, and market the School’s research capabilities to businesses.
Policy Fit

2.9 ProspeKT was designed to fit within the policy context of the time. The key policy document in this respect was the Refreshed Smart, Successful Scotland (RSSS) and the SE Operating Plan 2005-8. The SE Operating Plan (aligned with RSSS) identified three core agendas: growing business; skills and learning; and global connections. ProspeKT was designed to fit particularly with the Growing Business Agenda, which included a strategic objective to ‘increase commercialisation of research and innovation’, and specific objectives to ‘help businesses find growth through innovation’ and ‘increase knowledge transfer from academia’. The Growing Business Agenda also included an objective to ‘encourage enterprising attitudes’ – with young people as a key target group – which ProspeKT was seen to contribute to. ProspeKT was also seen to contribute to the Global Connections Agenda, and the focus to ‘help Scottish businesses become more global and attract more high-value activities’. 

2.10 The policy context has moved on significantly since ProspeKT was established; the implications of these changes are discussed in Section 7.

Funding

2.11 SE’s £5m investment in ProspeKT was matched by £3.25m from the university. The £8.25m was allocated to three funding tracks:

1. Knowledge Transfer (£2.62m) - Increased resource and dedicated facilities for industry to allow for a pro-active approach to local and international companies and ensure the development of long-term relationships.  The aim is to make the School a world-leader in knowledge and technology transfer.  

2. People and Culture (£0.52m) - Promoting entrepreneurship throughout all levels of the School's activities; providing more effective and co-ordinated student placements with local and international industry;  and enabling links with the Management School and its MBA students.  

3. PR, Brand and Public Outreach (£1.85m) - Raising (international) awareness of the School and the excellence of its research and commercialisation activities.  Levering the global, alumni network and encourage public and industry interaction through international conferences and public engagement.

Objectives and targets
2.12 Eight objectives of the combined £19m investment – in the construction of the Forum and the ProspeKT commercialisation programme - were set out in the Board approval paper as follows:

· Responding to the threat from international competition

· Enhancing Scotland’s international reputation

· Attracting and retaining talent in Scotland

· Excellence in industry engagement

· Increasing levels of engagement

· Maximising interdisciplinary research

· The benefits of co-location

· Taking advantage of the spill-over effect for Scotland

2.13 On the whole, these objectives are not SMART (specific, measurable, achievable, realistic, time-bound), and some are more capable of measurement than others. The lack of precision has meant that in some cases no indicators or mechanisms were put in place to measure progress towards these objectives, hampering any assessment of progress. 

2.14 The extent to which the objectives are achievable and realistic is difficult to assess, although this evaluation has sought to consider the alignment of ProspeKT activities to the programme objectives, and to consider the extent to which these objectives are being achieved through the agreed targets. 
2.15 The ProspeKT contract sets out a number of targets by which performance will be monitored. These reflect the objectives in that they include targets with regard to working with international companies and Scottish companies; entrepreneurship and business creation; and the retention of talent. 

2.16 In total, 25 targets were specified, of which only two were not quantified. Some of the output targets relative to the delivery of activities (such as ‘engagements’ with companies/ organisations); in other cases, the outputs relate to the achievement of outcomes (license income for example). In a number of cases, the targets were set at a demanding level (20 spin outs by 2010s).
2.17 Appendix 19 of the contract identifies the following output targets for the programme (a definition of outputs is provided in Annex B):
Table 2.1: ProspeKT output targets

	Output
	Target

	Research income and collaborations with international companies

	One-to-one engagements with international companies / organisations
	150

	Collaborative agreements signed
	30

	Additional research funding
	£24m (of which £3.5m will be industrial research)

	R&D groups / businesses setting up facilities based around the School of Informatics
	10

	additional income due to licensing activity  
	£4m

	Collaborations with existing Scottish companies

	One-to-one engagements with CEOs / CTOs Scottish SMEs
	150

	Collaborative agreements signed
	60

	Additional income due to licensing activity
	£150k

	SMEs collaborating on site at Informatics  
	60

	Collaboration with Scottish research-base

	collaborative research projects won supporting SHEFC pooling strategy and value
	5

	Major research collaborative projects lead from the Forum
	5

	Entrepreneurship, new company creation and business building

	New networks implemented by 2008
	10

	Proof of Concept projects supported by 2015
	30

	Spin-outs supported by 2010
	20

	Start-ups supported by 2010
	40

	funding raised associated with above
	£3m

	Spin-outs and start-ups supported through SEEL account management  
	20

	SEN High Growth Team “Start Ups”
	5

	New products developed by 2015
	55

	Talent attraction and retention

	additional research staff
	105 (40 being non-EU)

	additional postgraduate researchers
	150 (55 being non-EU)

	major international conferences
	5

	student placements with international companies and Scottish SMEs
	300

	Alumni Relations

	Significant increase to Alumni network numbers
	No target

	Significant impacts of the Alumni network on research and talent income for Scotland
	No target


Summary
2.18 The diagram overleaf summarises the ProspeKT programme in terms of its aim, objectives, funding and net impact targets.
2.19 It illustrates the challenges in moving from the activities supported to the impacts, with a number of activities likely to contribute to individual indicators. While this reflects the need to change culture and provide specific support, it does make the attribution of impact to individual investments more difficult.

2.20 As noted earlier, the spin out figures of 20 by 2010 now looks very ambitious given subsequent research which suggests that the level of spin outs per annum in Scotland as a whole is low.

[image: image3.emf]Maximising the Economic and Commercial Benefits

 of the School of Informatics 2005 -2015

Objectives

Responding to the 

threat from international 

competition

Enhancing Scotland’s 

international reputation

Attracting and retaining 

talent in Scotland

Excellence in industry 

engagement

Increasing levels of 

entrepreneurship

Maximising 

interdisciplinary 

research

The benefits of co-

location

Funding

Knowledge 

transfer: 

£2.62m (SE)

People and 

Culture: £0.52m 

(SE)

PR, Brand and 

Public 

Outreach: 

£1.85m (SE)

Activities

Projected 

Impacts

A dedicated 

commercialisation team to 

pro-actively engage with 

industry

Refurbishment of two floors 

of Appleton Tower, 

providing 1,220m² of 

commercialisation facilities 

hosting the 

commercialisation team and 

a floor dedicated to industry 

collaboration.

Programmes and activities 

to encourage 

entrepreneurship and 

resultant company 

formation.

International promotion of 

the School of Informatics 

and leverage of its global 

alumni network

Employment

(Total)

Average 

Annual 

GVA

Spinouts

40 £2.14m

Start-ups

50 £1.78m

Researchers

104 £3.64m

Teaching Staff

35 £1.23m

Post-Graduate 

Researchers

150 £1.05m

Totals

379 £9.84m

+ £3.25m 

(University)

 
3 Structure and Delivery
3.1 This section deals with the Partnership and ProspeKT Board, Monitoring Arrangements; and the relationship between ProspeKT, Informatics Ventures and EPIS.
Partnership
3.2 ProspeKT was established as a partnership programme between the University and SE. The resultant contract contains some objectives and outcomes which address both the University and SE agenda – this is seen as a strength, and the result of the pursuit of a project that was in mutual interest for the two organisations. 

3.3 The University is responsible for delivering all elements of the programme, including ‘using reasonable endeavours to deliver the programme targets’ and providing quarterly records to SE on the progress of the programme. SE plays a ‘programme assurance’ role (as defined by OGC’s Managing Successful Programmes Manual), ensuring that the programme is delivering its objectives, with John Murray, the SE programme owner, sitting on the ProspeKT board.

3.4 The partnership arrangement between SE and the University is seen to have worked well, underpinned by robust governance structures and reporting processes. Regular communication and meetings take place between the SE project manager and the Director of Commercialisation to ensure a partnership approach to programme direction and appropriate awareness of ProspeKT activity within SE (e.g. to foster involvement of Account Managed companies in ProspeKT event programmes). SE is also involved in all recruitment panels.   
The ProspeKT Board 

3.5 A ProspeKT Board was established, meeting quarterly, and has delegated responsibility to decide on actions to deliver against the mandate. The Board is made up of senior representatives from the University, SE and private sector. This ‘triple helix’ approach – industry, SE and academia – is seen to represent best practice in optimising the commercialisation prospects from research. The Board is made up as follows:

· Chair: Mike Fourman (Head of School)

· Colin Adams (Director of Commercialisation)

· Jon Moore (SE Senior Responsible Owner)

· Gerard Kelly (SE Investment Director)

· John Murray (SE, Programme Assurance Manager)

· Wendy Nicholson (ERI, University of Edinburgh)

· Crawford Beveridge (Executive Vice President, Sun Microsystems)

· Polly Purvis (Executive Director, Scotland IS)

· Ian Ritchie (Coppertop – and Chairman of several high-tech companies, and on the Advisory Board of Pentech Ventures venture capitalists)

3.6 Each Board member has been appointed to represent a particular interest: Wendy Nicholson to ensure strategic linkages exist between ProspeKT and ERI (Edinburgh Research Innovation, the universities technology transfer office); Crawford Beveridge to represent the interests of big business; Polly Purvis to represent the interests of the SME (and also larger) businesses within Scotland; and Ian Ritchie to represent the interests of entrepreneurs and investors. 

3.7 The Board is seen to be well structured and operating well. The consensus among Board members is that the Board has not yet had to play a major role in steering ProspeKT from a strategic point of view. This is largely because ProspeKT is in its early years and has a clear plan which the Board has not wanted to deviate from; and the view that the ProspeKT team are best placed to set the priorities for the programme, which the Board periodically review.
3.8 Nonetheless the Board is perceived as having strong opinions and in making their points known if they feel the programme is going in the wrong direction. The Board members – particularly those with private sector interests – have also played an important role in establishing links for ProspeKT with other businesses and organisations. For example, they have helped to instigate overseas alumnus groups, and helped catalyse some of the engagement activity with SMEs, such as the Lifting the Lid events.
Monitoring
3.9 ProspeKT monitoring takes place on a number of levels. The University report quarterly to SE on the overall progress of the programme in terms of outputs, and spend within each of the three themes. The main instrument of programme governance is the ProspeKT Board, which meets formally every quarter. The Board reviews and gives feedback on:

· General progress of the project

· Financial spend

· Hiring plans

· Building plans – Appleton Tower and Forum

· School progress – RAE status, etc.
· Major ProspeKT program initiatives 

· Engagement plans for Global players, SME’s and start up assistance

· Progress against targets

· Risks

3.10 A balanced scorecard has been developed to help the Board review progress against key targets. The balanced scorecard combines SE priority (contracted) measures with a range of other (non-contracted) measures of value to the programme. This has enabled the Board to pro-actively identify and mitigate any potential shortcomings in the coverage and achievement of ProspeKT performance indicators (PI’s). 

3.11 While monitoring of progress towards outputs is robust a number of comments can be made: 
· It would have been useful to have undertaken some form of baselining (staff/ student survey) at the outset, against which any changes in attitude towards commercialisation could be benchmarked periodically (an approach like this has been adopted for BioQuarter).

· As a result of the diverse range of activity delivered, and the broad number of ProspeKT objectives, the links between objectives, activities, outputs and impacts is not clear. This is a function of the absence of a clear alignment from ProspeKT’s eight objectives to its three funding tracks to the four activity areas set out in the Board paper, and in turn to the output targets (which are grouped according to a different set of thematic areas). The ProspeKT team have begun preparing a series of presentations to outline the process for engaging with ProspeKT’s core targets – spin-outs and start-ups, SMEs, and globals – and how the activities contribute to the programme’s ultimate impact targets.
· Although ProspeKT financial spend is monitored in detail, the process of allocating finance to the three themes (knowledge transfer, people and culture, PR and outreach) is less precise. Each of these theme areas is broad, and many of ProspeKT’s cost items could be allocated to more than one of these areas. 
· As the ProspeKT programme matures, there will be scope for the Board to focus more on the impacts that are being realised, and on how impacts can be maximised. There is scope for the Board to look more closely at progress against impact targets – including not only numbers of start-up and spin-out companies, but the values and growth that these companies are achieving.

3.12 An annual Executive Review takes place where senior managers on both sides of the partnership take a longer term look at progress against the original commitment to the SE board, and discuss major issues affecting the program on both sides of the partnership.

A note on ProspeKT, Informatics Ventures and EPIS

3.13 The Edinburgh Pre-Incubator Scheme (EPIS) is a joint project between the University of Edinburgh, Scottish Enterprise and the European Regional Development Fund (ERDF) to promote and support innovation in Edinburgh and the Lothians. The EPIS programme provides prospective entrepreneurs with a £10,000 loan – this loan is granted for 12 months to allow entrepreneurs to work-up their business idea. EPIS entrepreneurs are provided space within the sponsoring academic department, and are allocated an EPIS mentor – a business person with experience of starting up a company. The EPIS programme is available to anyone (not just graduates of Edinburgh). 

3.14 There is a strong degree of inter-dependence between ProspeKT and EPIS and the majority of start-ups supported by ProspeKT are on the EPIS programme. The School of Informatics is an important source of ‘deal-flow’ into the EPIS programme – and the School’s role as a provider of deal flow has increased since the establishment of ProspeKT. 
3.15 Informatics Ventures (IV) is a programme designed to increase the economic impact of Scotland’s academic strengths in informatics and ICT, by promoting entrepreneurship and research commercialisation through networking, conferences and seminars. IV grew directly from ProspeKT, following the successful application by ProspeKT for £3.7m ERDF funds, which are matched against the ProspeKT funding provided by SE and the University. IV thus represents an extension of some of ProspeKT’s core networking activity across Scotland. The IV programme is managed from the ProspeKT offices in Appleton Tower, and all ‘ProspeKT’ events are now branded as part of the IV programme.

Summary
3.16 ProspeKT was established as a partnership programme with the University responsible for delivering all elements of the programme, while SE plays a programme assurance role, ensuring that the programme is delivering its objectives. As a partnership programme, ProspeKT is driven by mission and vision rather than the output focussed nature of a project. The conclusions with regard to structure and delivery are: 

i. The partnership is seen to have worked well, underpinned by robust governance procedures and reporting practices.
ii. The ProspeKT Board, made up of representatives from university, Scottish Enterprise, and industry, has played an advisory role to date. As results are achieved, the Board will play an increasingly important role in reviewing progress towards the impact targets – including the numbers of start-ups and spin-outs, and the value and growth of these companies in employment and GVA terms 
iii. The original programme objectives for ProspeKT are visionary and aspirational, although not SMART. 
iv. Monitoring of progress towards outputs and spend is robust and comprehensive, although the programme would have benefited from an initial baseline assessment of academic and student attitudes towards commercialisation and entrepreneurship.  

.
4 Activities, spend and outputs
Activities
4.1 ProspeKT activities were set out in broad terms in the SE Board Paper, and set out in further detail in the ProspeKT programme plan. In this sub-section the extent to which the activities identified in the programme plan have been delivered is reviewed. The section covers:

· Theme 1 Knowledge Transfer

· Theme 2 People and Culture

· Theme 3 PR, brand and Public Outreach

· Financial Performance 
· Progress against Output Targets

4.2 It should be noted at the outset that there is some flexibility within the programme plan – which was not intended to set-out precise details of the activities to be delivered.
Theme 1: Knowledge transfer

Objectives

4.3 The focus within this theme is on developing better relations with industry, in line with the commercialisation goals. It consists of the following elements:
· Recruit Director of Commercialisation; administrative support and four Business Development Executives
· Provide Commercialisation Team support (e.g. budget for travel, CRM management )
· Create industry collaboration space

· Create commercialisation offices

· Host industry events

Progress

4.4 Colin Adams was hired as Director of Commercialisation in July 2006. Colin’s appointment is frequently cited by stakeholders as being one of the key factors influencing the success of ProspeKT, highlighting his strengths in communicating the big picture, driving the project forward, and imparting energy and vision, both internally and externally. A large number of stakeholders have commented that Colin Adams has played a big part in the success of the programme, and that his appointment was ‘serendipitous’. 
4.5 The four BDEs are in place, working closely with academics to commercialise the School’s research, acting as ‘talent spotters’. The BDE role also includes contributing to all aspects of ProspeKT activity, including providing advice and support to emerging companies housed in the Appleton Tower space, liaising with local SMEs to identify collaboration opportunities, helping to organise and facilitate events, and working with major global companies – by hosting and making trade visits – to encourage industry-university links. The BDEs have been appointed on the basis of their technical knowledge of informatics, and each has industry experience. Each BDE is allocated to two of the eight Research Institutes within the School. 

4.6 The original approval for ProspeKT envisaged that two floors of the Appleton Tower would be refurbished to house the commercialisation offices and provide space for start-up companies. In fact, three floors of the Appleton Tower were refurbished:

· Floor 8 accommodates the ProspeKT and Informatics Ventures teams, as well as a number of start-up/ spin-out companies (including Hubdub for example) and EPIS-funded start-ups.

· Floor 7 houses the Artificial Intelligence Applications Institute (AIAI) and other ‘vat-able’ research (the Informatics Forum can only accommodate ‘pure’ research and teaching for tax reasons)

· Floor 6 accommodates a number of spin-out and start-up companies (including five start-ups, three in-flight spin-outs, two ‘spin-ins’, and 11 EPIS student start-ups).
4.7 Space is also reserved for major inward investor companies to establish lab-space on this floor. The Appleton Tower space is now largely at capacity (with some space reserved). Further detail on how this space is managed is included in Section 5.
4.8 ProspeKT has organised and hosted a wide variety of industry events, including but not limited to:

· Lifting the Lid – an annual event to raise awareness of the School’s research, with the aim to develop more contractual relationships (KTPs etc) with Scottish businesses – over 200 attendees in total
· Engage, Invest, Exploit events designed to link up early stage businesses with investors, held each Spring – almost 250 attendees in total

4.9 These events are now being evaluated through follow-up web-surveys of participants, co-ordinated by the Informatics Ventures manager. The web-surveys are – as far as event feedback forms go – extremely in-depth and effective in assessing the positive and negative aspects of the events programme.

4.10 ProspeKT is in regular one-to-one contact with a number of SMEs on a regular basis. This involvement is often in terms of developing KTPs with these businesses, but is also, in one or two cases, leading to SMEs supporting the School in applications for academic research grants. Specific successes and outputs are discussed in section 6.
Theme 2: People and culture

Objectives

4.11 The focus of this theme is on promoting entrepreneurialism and commercial awareness throughout all levels of Informatics activity. The three activity areas are:
· Promoting entrepreneurship

· Student industrial placement

· Promoting cultural change

Progress

4.12 Entrepreneurship: ProspeKT has delivered a diverse range of activity to promote entrepreneurship. The principles of the Prospekt entrepreneurship approach are based around three stages in the entrepreneurship process: 

· Building the funnel of possibles (through entrepreneurship events and networking);

· Creating a ‘hatching ground’:to help emerging enterprises cross the ground to being market ready – by acting as dealflow into start-up programmes such as Proof of Concept, EPIS, RSE Fellowships, and EPSRC Follow-on Funds, etc.; and 

· Easing the birth process – by creating a supportive environment in which new businesses can grow.

4.13 Entrepreneurship activity includes a number of events to support early stage businesses and SMEs developing a range of sales and entrepreneurship skills, including: Entrepreneurship workshops delivered by Ken Morse from MIT (including events on ‘global sales strategies’, ‘entrepreneurial operational excellence’, and ‘financing for growth’) – over 200 attendees; Silicon Valley Speaker series; and ‘School for start-ups’ seminar series by Doug Richards – over 250 attendees.
4.14 As well as events, ProspeKT activity to promote entrepreneurship has also included:

· The facilitation of informal networking groups for informatics entrepreneurs such as TechMeetUp and an open coffee club for start-up CEOs; 
· Bursaries for ‘hot prospects’ to attend entrepreneurship training seminars and pitching practise in Cambridge and MIT (for example, 11 businesses attended the Cambridge ‘Ignite’ programme, and 12 attended the Cambridge ‘Enterprisers’ programme); 
· Various entrepreneurship competitions, including a Microsoft sponsored competition to develop an innovative use for a ‘touch-screen’; 
· Promoting mobile phone applications as a business opportunity and training ground for students and emerging start-ups through the development of a ‘mobile apps club’ and a related competition sponsored by RBS; 

· Development of web-based information sources such as entrepedia (a wiki for student business formation), a podcast channel to connect start-ups to funders (pod.ium), and the techmeetup web site. 
4.15 ProspeKT has recently established an Entrepreneurs in Residence programme. The Entrepreneurs in Residence are experienced entrepreneurs who meet formally once a month to review spin out prospects and decide on best forms of help they can give as well as feedback and mentoring. The EiR group has a budget they can dispense from the Informatics Ventures budget, and they review prospects over the whole SICSA
 group.

4.16 Student industrial placements: placements are made each year with both local and national companies. The School has formal links with Sun and IBM, and places students with these companies each year. The School has also argued successfully for a change in the rules to enable PhD students to take a break from their doctorates to take-up work placements. In total, around 20 undergraduates and up to 40 postgraduates are thought to take industrial places each year, although no formal monitoring of numbers is in place (in reality this is an activity which is delivered by the School rather than ProspeKT). However, this is an area that ProspeKT has not pushed as hard as some of the other activity areas.
4.17 Cultural Change: ProspeKT has also promoted significant activity to help promote cultural change within the School. Much of this activity was described above in terms of various speaker series, workshops and seminars, but further activity also includes:

· Development of a Tech Entrepreneurs Masters course and online version; 

· Provision of ‘ProspeKT Enterprise Fellowships’ to provide 3 months funding for graduating students to prepare a business idea;
· Entrepreneurship is used in recruitment of students to the School, with all prospective students receiving information from the ProspeKT team on the opportunities for enterprise in informatics.
4.18 The ProspeKT Director attends the School’s Policy and Planning Committee and is involved in several of the other management committees around the School’s activities so as to maximise opportunities to affect the Culture Change agenda. There is evidence that this cultural change activity is beginning to pay dividends, and this is discussed in subsequent sections of the report.
Theme 3: PR, brand, and public outreach

Objectives

4.19 The focus of this theme is on raising international awareness of the School of Informatics and Scottish scientific excellence, to market the School in an effective way, and to encourage public and industrial interaction of the Scottish informatics community. It includes the following activities:
· Conferences support

· Informatics road show

· Alumni relations

· InSpace and public perception of science

· PR, brand and development strategy

Progress

4.20 Conferences: The School has hosted a large number of international conferences, including eight in 2008 and three in 2007. Two very large (over 1,000 delegates) conferences are planned for 2010. The School is now Edinburgh’s largest specialist conference draw, accounting for 8,000 visitor nights per annum in the city. The Edinburgh tourism bureau has estimated the value of next year’s LOGIC conference at £4.7m. The contribution of ProspeKT is significant in this context – although the benefits from conferences were not factored into the original ProspeKT targets in terms of net GVA. This demonstrates the scope of ProspeKT benefits, and the need to take a broader view of the economic value of the School and the ProspeKT project.
4.21 Informatics road show: ProspeKT has not pursued the concept as put forward in the original project plan as it was thought likely to deliver a low return – and this decision was approved by the Board. Instead, ProspeKT has undertaken a number of more targeted events rather than a generic, ‘big banner’ road show. Examples of targeted visits include: 

· Japan to help set up the Riken collaboration (in collaboration with UKTI and SDI)

· China and the University of Tanjin to enhance collaboration generally and feed into the BIOmed Cad PoC project and product

· Silicon Valley and Seattle with SDI during tartan week

4.22 In addition, ProspeKT has hosted a significant number of SDI visits in the School. This is one of the key areas of Strategic Added Value of the programme and is discussed further in subsequent sections. 

4.23 Alumni relations: an Alumni co-ordinator has now been appointed by the School, with the aim to raise the profile of the School among alumni. Already significant progress has been made, with the numbers of contactable alumni growing by over 50%, online networking groups set-up, and alumni groups established in London and Silicon Valley. The aim of this activity is to raise the profile of the School, increasing the calibre of undergraduates and researchers coming to Informatics, and ultimately to support the ability of the School’s researchers, students and businesses to link better to opportunities through networking. Progress on this activity is reviewed at Board meetings.
4.24 Public outreach: ProspeKT’s work has been diverse, and includes: hosting Royal Institution open lectures, working with local schools to raise the profile of entrepreneurship and ProspeKT through events such as the ‘Lego Robotics Cup’ and other dragon’s den style events; and providing support to InSpace – the public engagement gallery in the Informatics Forum to explore the cultural significance of Informatics.

4.25 Branding: work has been underway to develop a brand for the School which can be promoted to audiences nationally and internationally. This has taken longer to develop given the challenges in ensuring that the brand meshes with university branding and is acceptable to the Schools 200+ academics, but is due to be launched imminently. 

Financial performance
4.26 Table 4.1 sets out expected and actual spend to date under each of the three ProspeKT themes. Overall, actual spend to date is slightly ahead of target (the result of a request by SE to bring forward spend for a particular claim). 
4.27 In terms of the individual themes, spend under the commercialisation strand is significantly ahead of profile, while spend under the culture change and outreach themes is below profile. A large part of the additional expenditure has been accounted for by increased university spend – which is currently £3.36m, already more than the £3.25m profiled spend for the entire programme lifetime. In part this reflects higher costs associated with refurbishing three floors of the Appleton Tower (rather than two). It also reflects a degree of arbitrariness in how cost items are retrospectively allocated to three very broad themes. As a result, the University expects that spend for the cultural change and outreach themes will be in line with profile by the end of the programme.
	Table 4.1 Expected and actual spend: April 2006 – May 2009 (£m)

	
	Commercialisation 
	Culture Change 
	Outreach
	Total

	Original SE budget (2006 – 2011)
	£2.62
	£0.52
	£1.85
	£5.00

	Original UoE budget (2006-2011)
	£1.71
	£0.34
	£1.20
	£3.25

	Original budget (April 06 - May 09)
	£2.92
	£0.52
	£2.03
	£5.47

	SE contributions claimed (April 06 - May 09)
	£1.95
	£0.24
	£0.13
	£2.31

	UoE contributions claimed (April 06 - May 09)
	£2.78
	£0.09
	£0.50
	£3.36

	Overall claim (April 06 - May 09)
	£4.73
	£0.32
	£0.62
	£5.68

	Variance (claim - budget)
	+£1.81
	-£0.20
	-£1.41
	+£0.21


4.28 In addition to the funds drawn down, ProspeKT has also levered £3.7m of ERDF funds to support the Informatics Ventures programme; and is also pursuing EU investment through the bid to become a Knowledge Information Community. Both of these aspects are discussed in more detail later in section 5. 

Progress against output targets
4.29 Table 4.2 below shows progress towards ProspeKT’s output targets; a definition of outputs is provided in Annex B. 
Table 4.2: Progress on output targets

[image: image4.emf]Target 

Achieved 

Oct 2009)

Percentage of  

target 

achieved

Progress 

relative to 

expectation

span

Research Income and collaborations with International Companies

1-1 Engagements with international companies/organisations 150 241 161% 536% 10

Collaborative Agreements signed 30 39 130% 433% 10

Additional research Funding (£M) 24 27 113% 375% 10

Industrial research (£M) 3.5 1.75 50% 167% 10

R&D groups setting up facilities around School 10 3 30% 100% 10

Increase in licensing Revenue (£M) 4 0.0416 1% 3% 10

Collaborations with existing Scotish Companies

1-1 enagements with CEO's, CTO's for Scottish SME's 150 197 131% 438% 10

Collaborative agreements signed 60 46 77% 256% 10

Additional Income from licensing Activity £K) 150 0 0% 0% 10

SME's collaborating on site at Informatics 60 14 23% 78% 10

Collaborations with Scottish research Base

Collaborative projects supporting SFC Pooling strategy 5 1 20% 67% 10

Research Collaboration projects lead from the Forum 5 21 420% 1400% 10

Entrepreurship, new company creation and  Business building

New networks implemented (by 2008) 10 8 80% 80% 3

Proof of Concept projects assisted (includes SE and non-SE PoC 

projects) 30 23 77% 256% 10

Dealflow (projects created) into SE PoC programme n/a 6 n/a n/a n/a

Dealflow into non-SE PoC funds n/a 4 n/a n/a n/a

Spin Outs supported by 2011 20 3 15% 25% 5

Start Ups supported by 2011 40 13 33% 54% 5

Funding raised associated with above (£M) 3 0.986 33% 110% 10

Number of people receiving entrepreneurship education n/a 263 n/a n/a n/a

Number of new pre-incorporated companies n/a 41 n/a n/a n/a

New products Developed 55 3 5% 18% 10

Talent Attraction and retention

Additional research staff (40 non EU) 105 42 40% 133% 10

Additional post graduate researchers (55 being non EU) 150 72 48% 160% 10

Major International Conferences 5 13 260% 867% 10

Student placement with international companies and Scottish SME's 300 26 9% 29% 10

Alumni relations

Significant increase in Alumni network numbers no target 588

Significant impact on Alumni network on research and talent income 

for Scotland no target


4.30 The majority of the targets are for attainment within 10 years, although some are for attainment within five. Although ProspeKT was approved in 2005, delays in issuing the contract meant that the programme did not begin until 2006, with the Director of Commercialisation in place by the middle of that year. Allowing 6 months for the appointment of the rest of the ProspeKT staff and establishment of activity, gives an effective start date of early 2007. Table 4.2 profiles the output targets over a ten year period, starting in 2007. 
4.31 In effect, ProspeKT is 2.5 years into a 10-year delivery period, with the column ‘progress relative to expectation’ showing how ProspeKT is performing against this linear trend. A number of output targets, especially those relating to business starts, would not be expected to be achieved in a linear proportion each year, but to build a momentum after the early years of development work. 
4.32 ProspeKT has achieved, or is ahead of target to achieve, the majority of its output targets. This is particularly the case for all output targets relating to academic indicators and company engagement. The progress made has been exceptional with five of the 10 year targets exceeded already, and the vast majority of targets on course to be met when account is taken of the elapsed time. The successes include:
· 39 collaborative agreements reached – although it may have been more worthwhile to have recorded the value of collaboration agreements, rather than the number;
· £27m of additional research funding;
· £1.75m of industrial research funding;
· Substantial engagement with CEOs, STOs of Scottish companies, and 46 collaborative agreements signed with Scottish companies;
· 42 additional research staff, 72 additional post graduate researchers and 13 Major International Conferences;
· Assisting 23 PoC projects at entrepreneurship events and through 1-2-1 BDE support – these 23 PoC projects include not only projects funded through SE’s PoC programme, but also proof of concept projects funded by sources including EPSRC Follow-On Funds and Royal Society Fellowships – demonstrating how proactive ProspeKT has been in identifying alternative funding sources. 

· Engaging over 250 individuals engaged in entrepreneurship education.

4.33 This very high level of activity and many of the collaborative agreements are likely to yield results in later years of the programme. 

4.34 The outputs which ProspeKT is behind on are:

· License revenue secured both from overseas and Scottish businesses. The ProspeKT Board deliberately agreed not to pursue licensing proactively, on the grounds that this would not create benefit for Scotland,. The relatively slower performance on licensing is also reflective of difficulties in engaging with SMEs beyond attendance at events.

· Leading collaborative projects supporting the SFC pooling strategy. The SICSA network has now been established (thanks largely to the successful £3.7m ERDF application that would not have been achievable without ProspeKT), and collaborative projects across the SICSA network are now being developed – this target is expected to be achieved.
· Spin-outs supported. This reflects the point at which a spin-out can be counted as such – this occurs when the University has licensed something into the company, and the company has begun generating revenue (or significant private sector investment). The low number to date is unsurprising given the number of spin-outs created in Scotland was estimated by the Scottish University spin-out study at 11-20 spin-outs per year since 1997. ProspeKT is supporting a number of ‘pipeline’ or ‘in-flight spinouts’. The project team anticipate that the programme will be on-track within the next year – this is discussed in further detail in Section 5.
· Student placements, simply reflecting the fact that this activity area has not been pursued with as much intensity as other activity such as events. This reflects a view that a focus on student placements would not represent the best way for ProspeKT to maximise additionality. 
Summary

4.35 ProspeKT has delivered a diverse range of activity, including: 
· Refurbishment of the Appleton Tower space to create commercialisation offices and lab space for spin-outs, start-ups, commercial research and (in due course), inward investors; 
· A broad events programme targeted at different audiences (SMEs, entrepreneurs, investors); 
· Formal and informal support and advice to emerging spin-outs and young start-ups; 
· A broad range of activity aimed at promoting enterprise among students and the wider population; 
· In-depth engagement with a number of local SMEs and major ICT globals; and wider promotion and marketing of the School to international audiences, through the School’s alumni network and by hosting industry visits. 
4.36 Key outcomes from the activity include 7,148 hours of executive entrepreneurship education delivered to over 250 unique participants, from 180 individual companies / organisations / enterprises; 99 entrepreneurs, investors engaged as elevator pitch judges, and 40 companies exposed to investors at Engage | Invest | Exploit ’09.
4.37 Spend to date is very slightly ahead of profile at the request of SE. There is some discrepancy between anticipated and actual spend to date by theme, although there is some arbitrariness in how SE spend is allocated to themes.

4.38 Contractually, ProspeKT is making very good progress by delivering the activity that it set out to. The challenges in meeting spin out and start up targets are partly a result of the delayed start to the programme in terms of facilities and personnel recruitment and the time needed to build momentum; but more particularly reflect the significant challenges and timescales in creating spin-outs, as has been highlighted in recent research for SE, including the Commercialisation Review. The programme has also met its contractual obligations with respect to match-funding, staffing, and monitoring.

4.39 In summary:

i. ProspeKT has achieved, or is on target to achieve, its output targets relating to the delivery of activities. In many areas the level of activity has been very high, with a number of ten year targets already exceeded. 
ii. The number of engagements with both foreign/large and Scottish companies has been high and these could yield substantial benefits in later years of the programme.
iii. The take up of the AT space, the numbers attending conference and numbers involved in entrepreneurship events all indicate a vey high and broad level of engagement, with benefits for cultural change, talent retention and inward investment.

4.40 The scale of activity in the early years in part reflects the retention of the School and its credibility with international and Scottish businesses and researchers. ProspeKT has built on this to initiate a large scale programme of activity aimed at delivering on the eight objectives set out in the Business Plan. 
5 Achievements, outputs, and strategic added value

5.1 In this section ProspeKT’s key achievements, progress against its output targets, and the strategic added value (SAV) of the programme are considered. The section is structured as follows: 
	1. Key Achievements
	Events Programme

	
	Industry Engagement

	
	Culture Change

	
	Commercialisation Space

	
	Outputs: Spin Outs, Start Ups, Academic Indicators

	2. Additionality
	Spin Outs

	
	Start Ups

	
	Academic Indicators

	3. Strategic Added Value
	SDI/UKTI visits

	
	Informatics Ventures and SICSA Impact

	
	European Institute of Technology

	
	Conference attractions

	4. Equalities agenda


Key achievements

Events programme

5.2 The ProspeKT events programme has been diverse, involving activity targeted at a wide range of audiences, including start-up businesses and entrepreneurs, SMEs, and investors. The events programme has been heralded as a success by the vast majority of consultees, with stakeholders highlighting the calibre of speakers and the quality of events management. 
5.3 For start-up companies, these events have been particularly highly valued. The entrepreneurship seminars have inspired many of these young companies to think about aspects of their business development in different ways. Comments from these businesses have included: ‘the events take you to a new level’; ‘push you forward’; raise expectations’. 

5.4 The Engage Invest Exploit (EIE) events, held each spring bring together start-up enterprises with angel investors and venture capitalists. These are also held in high regard, and there are some specific examples of emerging businesses having secured investment partners on the back of contacts made through these events (including Spinsight for example). Videowiki met key business partners through Techmeetup, and Hedout was introduced to their investment partner during the Silicon Valley speaker series.
5.5 Negative comments about the events programme have been few. One stakeholder made the point that it may be a mistake for the EIE event to follow an open pitching approach as this is not how angel investors tend to make investment decisions in Scotland (instead, angels in Scotland place a heavier emphasis on filtering opportunities based on proposal submissions received which is followed up by private pitching). Although this may be true to an extent, this evaluation has found evidence of start-ups making important contacts through these events.
Industry engagement

5.6 In essence, ProspeKT’s engagement with industry can be thought of on two levels:

· Close contact with a number of global ICT players about the potential for establishing closer working linkages – with the ultimate goal being to secure direct investment.
· Engaging with Scottish based SMEs, with the aim to establish contractual arrangements (whether through KTPs or license agreements).

5.7 Global ICT Companies: One of ProspeKT’s key achievements has been its engagement with global ICT companies. ProspeKT’s targeting of globals has been in three key areas:

· Defence/ aerospace companies (such as European Aerospace and Defence Systems - EADS, BAe and Selex for example) – given that these are likely to be looking to place R&D labs in future years;

· Financial services (RBS for example) – given Edinburgh’s indigenous strengths in the sector;

· Major Indian companies which are likely to be outsourcing ICT functions to Europe – such as Tata, Insys, and Wipro.

5.8 ProspeKT is also developing relationships with a number of other major companies, including Google, Apple and Microsoft. The goal is to encourage companies to establish lab space within the Appleton Tower, and this has now been achieved – EADS have agreed to take space within the Appleton Tower, placing up to 10 staff there. This is a major coup, especially given that EADS has strong links with Stanford, MIT and Berkeley, and owes much to the ‘agility’ demonstrated by the ProspeKT team in ‘opening the right doors’ and ‘communicating the route to commercialisation from the outset’ (EADS quote). 
5.9 This success also reflects the successful partnership approach that ProspeKT has developed with SDI who state that ‘ProspeKT, providing commercial interaction between academia, industry and government, is an excellent model for showcasing/demonstrating Scotland's commitment to advanced and applied research and giving us credibility - not only with EADS but on a wider basis with the companies we are targeting for inward investment.’ The 10 jobs placed in the School are all additional to Scotland, and EADS hopes that their presence will provide the starting point for a much more significant growth in EADS’ Scottish operations in future years, indicating that the long-run impact could be substantial.

5.10 ProspeKT is in on-going dialogue with a number of other major companies including: 

· One major defence firm
 which is interested in taking space in Appleton Tower, and will potentially place up to six staff there (although these jobs are likely to be displaced from elsewhere in Scotland). 
· A major US-based global
 whose US vice president recently visited the School following some 9 months dialogue with Colin Adams. The company was impressed with their visit, stating that the School ‘showed how its research had applicability to the business’; the presentation from the School was ‘more than just a standard presentation’, and ‘the School was able to differentiate itself and had a wow factor’. The company is unlikely to take space in Appleton Tower (R&D activity is outsourced) but are interested in developing joint research projects.

5.11 SME Engagement: progress on engaging with SMEs has been extensive in terms of engagement at events and general networking, although to date this has led to a limited number of contractual agreements. Some agreements have been secured; for example, the School has a commercial arrangement with Touch Bionics in respect of an MSc project (this link having been facilitated by one of the ProspeKT BDEs) which should evolve into a KTP agreement once the MSc closes; Touch Bionics is also supporting the School in an application for APSRC grant; there have also been KTPs with other companies including xcalibre, and joint projects with two other companies in Edinburgh and Glasgow. 
5.12 Despite this, there is some disappointment at the level of formal agreements made with SMEs, although this is a challenging area and SMEs have higher barriers to engaging with universities compared to large companies – indeed, the difficulty of engaging with SMEs is not specific to ProspeKT, but is faced by most programmes of this type. The SMEs interviewed for this study stressed that time was a major issue in becoming more engaged with the university; conversely one was keen to stress that ‘speed-dating’ events and ‘general tours’ of departments are not conducive to establishing good relationships – what is required is specific ‘pitching’ by commercialisation teams, focussed specifically on the needs of the business that is being pitched to. 

Culture change

5.13 One of the original aims of ProspeKT was to influence the commercialisation culture of the School – making commercialisation of research an avenue that academics are more likely to pursue, and raising the aspiration of graduates and postgraduates to become entrepreneurs. No baseline of staff attitudes was taken at the outset of the programme, against which change could be evidenced, although there is anecdotal evidence that cultural change is happening.

5.14 Table 5.1 below characterises the School’s academics into one of three groups, and summarises their attitudes to commercialisation, and the role that ProspeKT can play in influencing change. 
Table 5.1: Academic groups

	Academic group
	ProspeKT role in influencing change

	Uninterested hardcore: academics who have no interest whatsoever in commercialisation
	The views of this group cannot be changed, although this group is felt to be relatively small in number

	Potential converts: interested in commercialisation if the right opportunity comes along.
	There is a feeling that ProspeKT has helped to identify these opportunities and make them happen, whereas before they would only be pursued in a minority of cases – evidence for this comes from the number of ‘in-flight’ spinouts that the ProspeKT team have on the books at any one time.

	The wary majority: no real strong views on commercialisation.
	This is the biggest group within the School. Anecdotally, the view is that we are ‘starting to see a shift’ among these groups, with many more of these academics looking at ‘easy ways in’ to commercialisation through KTPs for example. The shift is felt to be being driven by the sheer volume of commercialisation activity that is now happening, and the number of events led by senior industry figures.


5.15 In terms of Informatics students, a wide range of activity to promote entrepreneurship has taken place. This includes the instigation of networking groups such as TechMeetUp, an entrepreneurship e-club, entrepreneurship modules as part of MSc courses, and so on. Anecdotally, there is evidence that this activity is stimulating cultural change among students. The flow of Informatics graduates into the EPIS programme has increased significantly over the last 12 months, and Informatics is now the most significant ‘deal flow’ into the EPIS programme. Some 10 companies have been formed by graduates in the past three years, the majority of which have secured EPIS loans and are based in the Appleton Tower (where some refer to floor six as the ‘EPIS-space’). There is a view that Informatics students are now more aspiring of entrepreneurship, with the EPIS-space seen as the ‘place to be’. 
5.16 ProspeKT has also delivered entrepreneurship activity to local schools in the form of competitions (‘lego robotics world cup’) and dragons den style events. This has received good feedback although capturing the long-term impact of such activity will be difficult. 

5.17 Many of ProspeKT’s entrepreneurship-type activity is being increasingly rolled-out across Scotland via the SICSA network. Monthly TechMeetUp events have been established in Glasgow and Dundee, and ProspeKT’s entrepreneurship and investor events are publicised (and delivered) across the SICSA network through Informatics Ventures.

Commercialisation space

5.18 ProspeKT funding was used to refurbish the top three floors of the Appleton Tower (the original contract envisaged that only two would be refurbished). Floor 8 houses the ProspeKT and Informatics Ventures teams plus several start-up companies; floor 7 provides a location for vat-able research, and floor 6 provides flexible lab space for use by start-up businesses and collaborating companies. The space is deliberately not being managed as a business incubator; instead the focus is on creating a community where enterprise is valued and promoted, and where start-up companies inspire and support one another.
5.19 By August 2009, the Appleton Tower accommodated some 25 businesses and pipeline businesses, including 11 EPIS start-ups, two ‘spin-ins’, three informatics spin-outs, and five informatics start-ups. The Appleton Tower space is now essentially at capacity, with some space reserved for the EADS lab. There is therefore a capacity issue, and this does create impetus for churn to happen in the space, although there is no obligation on any business to leave the AT after a certain period. The extent of churn will need to be monitored closely in the future. EPIS start-ups do not pay for their use of AT (this is a feature of how the EPIS grant works), although EPIS start-ups do have to pay a rental fee at the end of their EPIS year (as do the other start-ups). 
5.20 The way that the space is being managed is seen as very positive by stakeholders and businesses located there. Evidence from businesses suggests that an entrepreneurial culture is developing, with start-up businesses regularly supporting and mentoring each other in finding solutions to business issues, overcoming the sense that starting a business is a lonely experience. 
5.21 The proximity to other start-up businesses operating in similar technological spheres, and the proximity to the School itself, is very highly valued by start-ups (as is the relatively lower rents paid). The Appleton Tower space not only accommodates start-ups which have emerged from the School, but includes several start-up businesses that have located in the Appleton Tower specifically to benefit from the environment and proximity to academic research. To date, there is a reasonable degree of churn – there are a number of examples of businesses who are planning to leave the space imminently (one because their EPIS grant is about to end, another is relocating to ETTC because of limited space in AT), and most of the start-ups interviewed have aspirations to leave within 1-2 years as their growth projections are realised.
5.22 Some stakeholders expressed the view that the space does not come across as being particularly business focussed, but instead seems more academic (‘like a postgraduate common room’); and there is a concern that this may dissuade start-ups from making the transition into external premises. The location of EADS into the space may alter this perception, and create more of a commercial feel to the environment. Another minor criticism is that the vat-able research located on floor 7 would take place without ProspeKT, although there is a feeling that the presence of ‘business facing academics’ adds to the ‘richness’ of environment within AT, and the attractiveness to big business. 
Outputs and gross impacts
5.23 The original Board Approval paper presented a number of impact targets for ProspeKT – these targets related to the employment and GVA impacts from: spin-outs created, start-ups supported, and growth in academic staff – researchers, teaching staff and post-graduate researchers. The table below shows ProspeKT performance against its original employment targets at the gross level. The Board Approval paper also set GVA targets, but as the vast majority of ProspeKT start-ups and spin-outs are pre-revenue at this stage, this evaluation has not attempted to calculate the GVA associated with these.  

Table 5.2: Performance against impact targets
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5.24 This evaluation has taken a broader approach to the assessment of ProspeKT impact – considering not only ProspeKT’s role in job creation, but also the benefits flowing from networking with SMEs and larger companies, its contribution to tourism activity through its conference role, and its strategic links with partners such as SDI. Nonetheless, it is also important to understand how much progress ProspeKT is making towards its original targets, and this is what we set out in this section.

Spin-outs: 
5.25 ProspeKT has only been in operation for three years, and existing evidence highlights that the spin out process can take much longer, perhaps up to 12 years to reach potential. The Scottish Universities Spin-Out Study (2008) indicates that, of around 200 spin-outs from Scottish Universities, 30% have failed and 55% have less than 10 employees. It states ‘spin outs take a lot of work, and there generally isn’t much to show for it at the end.’ Furthermore: ‘achieving initial sales is often a very difficult and lengthy process, especially when the customer is a large company.’ In this context, ProspeKT’s original targets appear particularly ambitious, although in terms of potential, the business sector offers more scope to secure employment gains.

5.26 ProspeKT was tasked with supporting 20 spinouts by 2011 (output target), which would lead to the creation of 62 gross new jobs (impact target). A spin-out is counted as such when an incorporated company has licensed IP from the university, and has begun to generate sales, or has secured significant private sector investment. A spin-out can be counted as a ProspeKT output if it has received at least 20 hours support (either through direct support from BDEs or through accessing the ProspeKT events programme).
5.27 To date, ProspeKT has supported three companies which have actually spun out , creating 11 jobs. Reflecting the gestation period involved in establishing spin-outs, two of these spin-outs began the company creation process before ProspeKT was set up, and benefited from support under the Edinburgh-Stanford link as well as ProspeKT. Although there are 11 employees associated with these three spin-outs, it is important to note that a significant number – over half – of these ‘employees’ are not full-time, salaried posts, but instead continue to draw salaries from other organisations.
5.28 In addition ProspeKT is also working with a number of in-flight spin-outs. The table below outlines this group and provides a brief summary of their status. The companies have been indexed and given an identification number; the company names corresponding to these numbers has been made available, confidentially, to SE. 
Table 5.3: Spin-out prospects (see Annex E for company definitions)

	Spin-out prospect
	Status/ commentary

	1 
	Spun (incorporated 2008), 1 job claimed

	2 
	Spun, 3 jobs claimed, but company was incorporated in 2006 (receiving PoC at this time) and remains pre-revenue, pursuing first major deal

	3 
	Incorporated in 2006, 3 staff employed full-time (2 paid). Has received PoC under two rounds, and is now on the verge of securing a major venture capital deal (due diligence complete, expect to sign in Nov). Anticipates breaking even in 3 years through rapid growth.  Consensus among ProspeKT team that this is a very strong opportunity, and should fly.

	4 
	Incorporated in 2008, currently pre-revenue. Application to PoC made . Looking to spin asap, one contract offer made, some ERDF funding accessed to help secure first sales. Aiming for growth to £2.5m with 10 employees in 3 years time.

	5 
	Spun, (incorporated 2009); secured EPSRC follow-on funds. In detailed licensing discussions, and expects to begin trading in Oct 09.

	6 
	Has secured EPSRC follow-on funds and RSE Enterprise Fellowship, at the pre-incorporation stage. EiR Board advising on direction.

	7 
	Pre-incorporation. PoC application outstanding; also looking at BBSRC follow-on funds as a funding source. EiR Board advising on direction.

	8 
	PoC awarded, looking at a 2011 spin date.

	9 
	Received PoC Round 8. Was aiming to spin but recession was instrumental in shifting risk profile for the academic. Licensing options are now being pursued. 

	10 
	Received PoC in Round 6. Various meetings held in US to identify a CEO, but funding expired before deals were secured, and academics moved on. Timing of recession did not help, but some have expressed a view that this one could have been pushed more. 

	11 
	Received PoC in Round 6 but won’t spin; 4 licenses have been secured however.


5.29 The spin-out pipeline can be summarised thus:

i. Three companies have spun, although all three are yet to generate any significant sales – in two cases this is not surprising given the gestation periods involved, although one of the three spun in 2006 and appears to be struggling to attract sales.

ii. Two are expected to spin relatively soon (numbers 3 and 4 in the table above). 

iii. Slightly longer term there are at least three spin-outs in the pipeline (numbers 6, 7 and 8 in the table above). Two in particular are thought by the ProspeKT team to offer particularly strong growth prospects, and have attracted interest from major investors. A danger is that private investment encourages them to locate overseas.

5.30 The future prospects for three of the in-flight spin-outs is less certain, with some divergence of views within the ProspeKT team as to their potential. Some of these in-flight spin-outs have secured licenses, although the value of these licence deals is believed to be negligible (hence why licensing has not been pursued proactively as a policy by the ProspeKT team). 
5.31 The table 5.4 below summarises the performance of ProspeKT spin-outs to-date in terms of various performance measures.

Table 5.4: Spin-out performance metrics

	Performance measure
	Status/ commentary

	Sales revenue and sales growth
	None of the spin-outs or emerging spin-outs consulted are generating significant revenue at the current time.

	Attraction of capital investment
	Although most spin-outs have benefited from either SE PoC or EPSRC Follow-on Funds, none of the spin-outs have yet secured major private sector capital investment, although one or two seem close to doing so..

	Employment growth within supported companies
	As noted above, employment within companies which have spun to-date is 11, although not all of these are FT permanent posts. A number of emerging spin-outs are expected to spin relatively soon; if these spin, the immediate effect will be to increase employment within spin-outs to around 16.

	Introduction of new patents
	All spin-outs consulted have secured patents

	New licensing activities
	Over 10 licenses have been secured across ProspeKT spin-outs, although the income associated with these is negligible

	Enterprises moving to ‘high-growth’ status
	One Informatics spin-out has moved to the SE High-Growth start-up unit, although this is not one that has been claimed by ProspeKT.


5.32 If, as anticipated by the ProspeKT team, two more companies spin out within the next 12 months and meet growth forecasts, it is quite possible that ProspeKT will be approaching target in terms of employment in spin-outs. There is considerable uncertainty in forecasting spin-out prospects, especially when companies remain at the pre-revenue stage. It is therefore too early to state with any certainty that ProspeKT will meet its target to create 63 jobs in spin-out companies by the end of 2011 and the cumulative gross GVA of £18m is unlikely even if this employment target is reached. 
Start-ups: gross impacts
5.33 ProspeKT’s output targets include the provision of support (i.e. at least 20 hours support) to 40 start-up companies over the 10-years of ProspeKT lifetime; this was expected to lead to the creation of 63 gross new jobs by 2011 (of which 50 should be additional to ProspeKT). To date, ProspeKT has supported 13 start-ups, creating 39 gross jobs. As with the spin-outs, many of these jobs are not yet full-time paid posts, and this would be anticipated for young start-ups.
Table 5.5: Start-up employment (see Annex E for company definitions)
	 Company
	Jobs claimed

	12. 
	5

	13. 
	5

	14. 
	1

	15. 
	4

	16. 
	1

	17. 
	2

	18. 
	3

	19. 
	2

	20. 
	4

	21. 
	4

	22. 
	2

	23. 
	2

	24. 
	4


5.34 The majority of the start-ups are not yet generating substantial revenue, although this is to be expected given the length of the programme and the gestation period involved in creating a start-up. The status of the start-up companies supported is variable:

· One or two look vulnerable – an EPIS graduate from some time ago is still seeking investment, and is yet to generate sales, another is thought to have stopped developing as a business 
· Others look very promising – one is close to securing venture capital and angel investment (totalling almost £1m); another is turning over £10-14k per month.
· Some have secured more modest sums of angel investment and are at a slightly earlier stage in terms of securing contracts – one firm for example has some angel investment and has secured modest sales, but is still at the product development stage.

5.35 The table below summarises the performance of the start-ups surveyed according to various performance measures.
	Performance measure
	Status/ commentary

	Sales revenue and sales growth
	A small number of start-ups achieving initial sales – one company forecasting around £100,000 turnover this year, 1-2 others forecasting £15-25,000 this year, but others are currently pre-revenue.

	Attraction of capital investment
	One company on the verge of securing a large (£800k) investment; 1-2 other have secured relatively significant (£50-80k) angel investment; others tend to be relying on small (<£10,000) EPIS loans and occasionally Nesta awards.

	Employment growth within supported companies
	Employment within supported start-ups varies between 1 and 6 jobs, supporting almost 30 jobs in total.

	Patents/ copyrights
	The start-ups we spoke to tended not to have patents; although several have copy-righted design code.


5.36 Longer term, there is a promising pipeline of prospects. A further eight individuals have secured EPIS loans and are based in the School, with a further three ProspeKT Entrepreneurship Fellows and Royal Society of Edinburgh fellows pursing start-up projects. Given the very early stage of these projects, it is not possible to anticipate with any accuracy how many of these will graduate into healthy start-up propositions. One commentator expressed the view that the majority of start-ups presenting at the most recent EIE event were not yet ‘investment ready’.
Academic indicators

5.37 ProspeKT is significantly exceeding on its targets to increase the numbers of researchers, teaching staff and post-graduates and has already exceeded its 10-year targets.  This reflects a trend of steady growth in academic staff at the School since the late 1990s. This growth is the result of a ‘snowball effect’, where the presence of good research and teaching staff attracts good postgraduates and high levels of research income, which in turn attracts additional high calibre staff. Since 2001, the School has grown from a grant turnover of £2.3m with 70 PhD students, 70 post-doctoral researchers and 50 academic staff, to a £12m turnover with 270 PhD students, 150 post-doctoral researchers and 80 academic staff.

5.38 There is a view within SE that VfM should not be solely linked to the growth of academic staff, but should instead be increasingly focussed towards commercialisation activities. The implication is that relatively less emphasis will now be placed on the economic impacts associated with academic growth, although the scale of the research capacity at the School is exceptional. 
Additionality

5.39 Additionality is the extent to which a particular programme has influenced the achievement of particular impacts. In other words, how many of the start-ups or spin-outs supported would not have happened (or would have happened more slowly), without the support provided? Assessing ProspeKT additionality is challenging because ProspeKT is one part in a pipeline of support made available to emerging start-ups and spin-outs. Emerging start-ups and spin-outs depend on a variety of different funding and advice, and each of these forms of support adds value to the projects in different ways and at different times..

Additionality: spin-outs

5.40 The emerging spinouts interviewed were very positive about the role that the ProspeKT events programme has played in helping them to develop their businesses. One company cited the Ignite Summer School (Cambridge) and the Global Sales Training course as being extremely useful in developing the business’ sales strategy, with sales no longer being perceived of as a ‘black art’ by the business. Another highlighted the importance of MIT training events in developing and enabling him to practise his pitching technique which helped him secure real investment on return to the UK.

5.41 The ProspeKT BDEs have supported the in-flight spin-outs through: helping to secure contacts with potential investors and customers (and supporting some spin-outs at pitches to investors), supporting early-stage market research (‘making it market driven in the early stages’), developing early stage business cases, supporting funding applications (SMART and PoC highlighted), finding local businesses to host software, and securing IP and agreements with the university. 

5.42 The spin-outs also recognised that the ProspeKT BDEs are ‘aligned with the idea that I have an academic role’, and are therefore prepared and able to do a certain amount of ‘leg-work’ to support the business. This ability of BDEs to take on some of the early stage tasks was critical in influencing the decision of one academic to pursue his spin-out.

5.43 While being largely supportive and positive of the BDEs during the early stages of business development – proving the concept and securing early stage funding - the spin-outs we spoke to were also keen to stress that they did not feel the direction in which their companies had evolved has been fundamentally influenced by the BDE support. The spinouts also stressed that support they received from other sources – particularly the Technology Entrepreneur in the case of spinouts who received PoC funding – had tended to be equally if not more instrumental in shaping the business in terms of marketing and sales strategies.

5.44 These findings suggest that the ProspeKT BDEs play an important contributory role in bringing early stage ideas forward, and increasing the speed at which prospects get to the spin stage. However, it is also clear that spin-outs are dependent on a wide variety of inter-related support, of which ProspeKT is one part.

Additionality: start-ups
5.45 The table below summarises the status of five of the start-up companies surveyed as part of this evaluation, and their overall perspectives on ProspeKT additionality. This again demonstrates that, while ProspeKT has played an important role in supporting many of these businesses, it cannot easily be disentangled from its wider pipeline of support. 

5.46 The Appleton Tower space is critically important for one business given a requirement to be in close contact (this business was not started by a graduate of the School). For others, the AT space is probably not fundamental (as many start-ups are EPIS, a requirement of which the sponsoring academic department finds space for them), but is useful in creating an inspirational environment.

5.47 ProspeKT entrepreneurship seminars and events have been seen as extremely useful in raising awareness of issues around sales and marketing, and may have helped some businesses in securing funding by honing the business pitch. Networking events have, in more than one case, led to tangible economic outcomes – in one case by linking the business CEO to individuals who subsequently became business partners, and in one case by introducing the business CEO to the investor.

5.48 BDE support to start-ups is more informal than it is for spin-outs, but has been useful to the majority of start-ups at some point. BDE support has included: signposting an individual with a business idea to the EPIS programme; securing a place in the ‘what’s hot?’ listings for Edinburgh; signposting start-ups to potential collaborators and investors; acting as a general sounding board on a range of business issues. However, the BDE support to start-ups tends to be relatively ad-hoc, and because of this it is difficult for start-ups to disentangle this support from other sources. 

5.49 A final point to note in terms of additionality is that, while the additionality of ProspeKT for individual start-ups can be assessed through consultation with those businesses, a key purpose of the ProspeKT programme is to change attitudes towards entrepreneurship over time, engaging academics and students in the entrepreneurship process in a broad sense, and building the School’s confidence in this regard. While assessing the additionality of ProspeKT in this sense is difficult, Informatics is now the largest feeder of graduates into the EPIS programme.

	Company
	Incorporated?
	Funding
	Employment
	ProspeKT additionality
	Growth projections
	Key challenges

	Company A (not yet claimed)
	Nov 07
	£55k angel investment in 07; £810 secured in 08 from VC, SCIF and angels

Some revenue
	6 FT staff (5 in AT)
	CEO met co-founder at ProspeKT event; and  introduced to investor at Silicon Valley speaker series

Informal BDE support was useful in early stages for signposting to potential collaborators

AT space important but not essential

Overall ProspeKT additionality moderate
	Investors looking at a 10x return over next 3-4 years
	Acquiring customers; marketing

	Company B
	Mid-2008
	Sales revenue: £10-14k per month
	2 directors, plus outsourcing
	EIE was ‘invaluable’ in making contacts;

BDE support seen as too technical, company needed support on ‘running a business’, which BDEs not seen able to provide

Overall ProspeKT additionality low-moderate
	Looking to grow to revenue of £1m per year by 2011, employing 10 
	Finding employees with the right sales skills

	Company C (not yet claimed)
	Nov 07
	EPIS loan; Nesta 6 award (£6k)

Forecasting turnover of £25k this year
	1 FT, plus 5 sub-contractors
	AT space key, creates peer environment;

Events – EIE, enterprise expo, and Ken Morse seminars, very important in building knowledge;

BDE signposted MD to EPIS, and have signposted to angels; but clarity of BDE offer not clear, and EPIS mentor is closer to the business

Overall ProspeKT additionality moderate
	Hoping to land 1-2 contracts, securing turnover of £200k by 2010
	Securing funding to follow-on from EPIS

	Company D
	2006
	EPIS finished; now bootstrapping

No revenue
	1 
	Was introduced to EPIS through E-S link

Entrepreneurship events seen as useful

Through ProspeKT have made some contacts, but no funding yet as a result

Overall ProspeKT additionality low/moderate to date
	Modest, but all dependent on securing a contract
	Securing funding

	Company E
	2008
	EPIS and PEF loans;

NESTA grant (£8k)

£60k angel investment;

Some sales, but still at development stage
	2.5
	Business couldn’t exist without AT because need proximity to academics

Events fantastic for building entrepreneurship skills – but not fundamental to business

BDEs have signposted to potential funding sources and making links with academics; but funding secured was through personal contact

Overall ProspeKT additionality moderate-high
	Difficult to know, depends on securing contracts
	Marketing the product

	Company F (not claimed)
	Oct 08
	£300k VC matched by SE seed fund and co-investment fund
	4
	EIE events particularly useful in bringing people in from outside, but no tangible outcomes yet

BDEs have signposted to industry contacts.

Overall additionality is very low to date..
	£3m by 2011, employing 20-30.
	Making strategic global connections


Additionality: academic indicators

5.50 The Informatics Forum has undoubtedly played a role in attracting talent to the School. It is also encouraging greater collaboration between researchers, witnessed by increases in the average size of research council funding applications, and the number of research applications involving researchers from different Informatics institutes.

5.51 The ProspeKT programme has played some role in driving the increase in researchers and research staff at the School, by encouraging the School to be more open in its interaction generally. The consensus view however is that the Schools growth from an academic viewpoint has been driven by the academic snowball effect and the new Forum, although the scale of ProspeKT activity has been helpful, without being essential. The additionality of ProspeKT is therefore low in relation to these impact indicators.  

Strategic Added Value

SDI/ UKTI visits

5.52 Section 4 described ProspeKT’s activity in relation to engaging with major global companies, and undertaking a number of overseas visits to raise the profile of the School. In addition, ProspeKT has also played a major role in hosting visits to the Informatics Forum from overseas businesses that are in Scotland as part of an SDI-facilitated tour. This year alone, ProspeKT has hosted almost 30 of these SDI visits. 

5.53 SDI signpost businesses to ProspeKT where the business has a particular research niche in Informatics. The ProspeKT team then arrange for the visitors to meet the right academics, and host the tour of the Informatics Forum. The feedback from SDI is very positive – the visits are seen to be well hosted and facilitated by the ProspeKT team. Longer term, SDI believe that the Appleton Tower space will also become an important part of the visits to the School – demonstrating the way in which academic and industrial relations are being fostered.

5.54 SDI has also collaborated with ProspeKT in the production of a marketing brochure for companies interested in locating in Scotland – ‘Informatics opportunities in Scotland’. Edinburgh’s School of Informatics plays a ‘lynchpin’ role in this brochure, and more generally in Scotland’s offering to potential inward investors in the informatics area.

5.55 The sheer scale of visits being signposted to the School (27 in 2009) demands a high level of resource input from the ProspeKT team. The fact that there is often little advance notice that visits are happening, and a sense that some of the visitors are not particularly serious about their intentions to locate or their informatics credentials, creates some frustration for the ProspeKT team. There may be scope to develop a more strategic link with SDI, recognising that many of these visits would not be possible, or would be delivered at a lower quality, if ProspeKT was not in place. For SDI, the School has clearly established itself as one of Scotland’s key assets in the Informatics arena, and needs to be highlighted as such wherever possible. This certainly suggests that the School has met its objective to ‘attract and retain talent in Scotland’ and to ‘enhance Scotland’s international reputation’.

5.56 ProspeKT’s overall additionality in relation to the SDI visits is high – although the visits are stimulated by the Forum, the ProspeKT team plays a key role in facilitating the visits, identifying the most appropriate academics for visitors to meet, and leading the visits. 

Informatics Ventures and SICSA 
5.57 In 2008, the University of Edinburgh, through the ESEP Direct Challenge Route made a successful application for £3.7m ERDF funding to roll-out the ProspeKT events programme across Scotland and the SICSA network. (SICSA is the Scottish Informatics and Computer Science Alliance – a collaboration of six leading computer science schools across Scotland.)

5.58 The £3.7m ERDF award was matched against ProspeKT’s existing SE funds. The overall aim for Informatics Ventures is to ‘help create the ecosystem that supports the creation of Scotland’s first informatics company of significant scale’. There are four pillars to Informatics Ventures:

· Practitioner led entrepreneurship education (including the  Silicon Valley Speaker Series, MIT Entrepreneurship Centre workshops, and SICSA entrepreneurship summer school / boot-camps
· Innovative use of the web, through creation of sites including: www.entrepedia.org; www.informatics-ventures.com/initiatives/podium; www.techmeetup.co.uk

· Connecting the community, through events and programmes including Engage | Invest | Exploit, Lifting the Lid, the Mobile Application Group, and the Microsoft / RBS Surface Table Competition 

· Special support for potential winners, through access to the Entrepreneurs in Residence, the Cambridge Ignite programme, and the MIT EDP programme.

5.59 Informatics Ventures thus represents an extension of many of the programmes established by ProspeKT across a Scotland-wide audience, and there is a deliberate blurring of distinction between ProspeKT and Informatics Ventures. 
5.60 Informatics Ventures would not have happened without ProspeKT – which provides the necessary match funding, and acted as the test bed for many of the IV activities. In other words, ProspeKT’s additionality is very high. IV, which began delivery in July 2008 has already instigated events across Scotland, in places including Glasgow, Dundee, Aberdeen, and the Highlands, and coordinates the knowledge transfer activity for the whole SICSA network. With targets to support 300 enterprises and create 150 gross jobs by 2016, it demonstrates the pivotal role that Edinburgh’s School of Informatics can play at the heart of Scotland’s informatics industry.

European Institute of Technology
5.61 The mission of the EIT is to grow and capitalise on the innovation capacity and capability of actors from higher education, research, business and entrepreneurship from the EU and beyond through the creation of highly integrated Knowledge and Innovation Communities (KICs). In April 2009, EIT launched its first call for proposals to establish KICs.

5.62 Edinburgh is bidding with partners from Barcelona, Lombardy, Lausanne, Aachen, and Tallinn as part of the TransFICS consortium (Transfix: Transforming the Future Information and Communications Society). The aim of the TransFICS bid is to provide a highly integrated, creative pan-European knowledge and innovation community consisting of the most excellent education, technology, research, business, investor and entrepreneurship partners that will - over the first ten years - generate a significant contribution to Europe's GDP. 

5.63 TransFICS in essence involves the six ‘collocation centres’ each operating their own version of ProspeKT’s knowledge triangle model involving academia, business, and government. Edinburgh’s collocation centre is led by the School of Informatics, supported by SE, Edinburgh and Lothian Councils, Selex, and LINC Scotland. 

5.64 All other UK led bids for KICs have drawn to a close, leaving the Informatics-led bid with complete support from Scottish and UK government. The TransFICS bid would not have been possible without the partnership structures and management arrangements in place through ProspeKT, representing another key mechanism through which ProspeKT is delivering strategic added value. In other words, ProspeKT’s additionality is very high in this respect.
Conference attraction

5.65 The Informatics Forum is now a major conference draw for Edinburgh and Scotland. The School has hosted a large number of international conferences, including eight in 2008 and three in 2007. Two very large (>1,000 delegates) conferences are planned for 2010. The School is now Edinburgh’s largest specialist conference draw, accounting for 8,000 visitor nights per annum in the city. The Edinburgh tourism bureau has estimated the impact of next year’s LOGIC conference at £4.7m. The contribution of ProspeKT is significant in this context, although these conference impacts were not factored into the original ProspeKT targets. This demonstrates the scope of ProspeKT benefits, and the need to take a broader view of the economic value of the School and the ProspeKT project.

Programme management

5.66 ProspeKT has been managed as a Programme. SE is introducing the Programme Management discipline internally, and PROSPEKT is acting as a best-practice case study in the roll-out of the training.
Strategic Added-Value: summary

5.67 Table 5.6 below summarises ProspeKT’s strategic added value according to each of the SAV categories.

Table 5.6 Strategic Added Value

	Capturing Strategic Added Value (BERR categories)

	SAV Categories
	ProspeKT 

	Leadership and catalytic effects
	· Leading and facilitating major industry events (LtL, EIE, etc.)
· Attracting major inward investment into Scotland (EADS) and promoting the School to wider international business

	Strategic Influence and Lobbying
	· Co-ordinating the only UK-led bid to EIT’s Knowledge Information Communities
· Undertaking international visits in support of UKTI

	Leverage
	· Secured £3.7m Informatics Ventures funding

	Synergy and Improving  Intelligence 
	· Acting as the knowledge transfer hub for SICSA network

	Engagement, Co-ordination and Alignment
	· Hosting SDI visits


Contribution to equity and equalities agenda
5.68 The extent to which the programme contributes to the equity and equalities agendas was considered as part of this evaluation. As far as we are aware, no equalities and diversity assessment, or sustainability assessment, was undertaken for ProspeKT at the time of approval, and no equalities and diversity monitoring has taken place. 
5.69 ProspeKT is inherently a programme to drive enterprise and innovation, and is not designed explicitly to contribute to the equity agenda, and not targeted at any disadvantaged groups.  The programme has been designed to raise opportunities for all to follow entrepreneurship as a career option, by raising awareness of programmes such as EPIS, and establishing the ProspeKT Entrepreneurial Fellows award. 
5.70 ProspeKT is open to all – including those who are not graduates or otherwise associated with the School of Informatics (there are examples of individuals who have no link with the School who have been able to access ProspeKT support to secure funding and space within Appleton Tower). Neither is ProspeKT simply an Edinburgh-centric programme, especially since the securing of Informatics Ventures which sees ProspeKT activity rolled out across Scotland. Events have already occurred in the Highlands, demonstrating that ProspeKT can contribute to the rural diversification agenda. A significant element of ProspeKT activity has focussed on schools, both in terms of raising awareness of informatics (contributing to the digital inclusion agenda) and in terms of promoting aspirations for entrepreneurship.

5.71 ProspeKT is fundamentally about raising opportunities for all to start-up in business and should ensure that enterprise barriers facing groups, such as women, are addressed as part of its support.  A clearer assessment of its contribution to this agenda could be arrived at if the programme undertook more formal equalities and diversity monitoring. It could also be possible for ProspeKT to promote its commitment to equalities, diversity and sustainability throughout all the marketing and promotional information that it produces. 

Summary

5.72 ProspeKT has delivered an extremely diverse programme of activity very successfully and key achievements have included:

· Delivery of an extremely well received events programme, which has raised the entrepreneurship aspirations and skills of academics, students, start-up businesses and SMEs; and has created some quantifiable benefits in helping start-up businesses to secure investment from funders;

· Strong engagement with global ICT firms which has met with positive feedback from companies, and has resulted in EADS signing up to locate 10 jobs into the Appleton Tower lab space (these jobs are net additional to Scotland);

· Successful delivery of commercialisation space in the Appleton Tower which is now at capacity and well received by start-up businesses – creating an enterprise culture which start-ups aspire to be part of;
· Supporting SDI, hosting some 27 business visits in 2009 alone.    
· Contributing to cultural change within the School, with evidence suggesting that academics and students are more likely to consider enterprise and commercialisation as options for career development.

5.73 The combined effect of this activity has been to raise the profile of the School significantly among stakeholders and businesses. ProspeKT has also delivered significant strategic added value. Highlights include leading the UK’s only surviving bid to the European Institute of Technology’s Knowledge Information Communities and levering £3.7m ERDF funds to roll-out ProspeKT activities across Scotland and the SICSA network through Informatics Ventures.

5.74 The School continues to grow significantly, and ProspeKT is well ahead of target in terms of the rate of academic growth, assisted by a snowball effect, where academic excellence attracts further academic excellence. 
5.75 In terms of creating new businesses:

· in spite of a delayed start, ProspeKT has helped create 13 start-ups which employ 39 people in combined terms, although many of these are not full-time, paid posts. The start-ups are at various stages in securing funding and turnover – a small number are beginning to generate significant sales and some have secured major private finance; others have secured more moderate sums, and are at an earlier stage of product development. 

· ProspeKT has created three spin-outs to date, which is behind profile, and does not yet demonstrate a significant increase over the baseline position (with 1-2 spin-outs per annum over the period 1999-2005
). However, the spinout pipeline is relatively healthy, with two expected to spin within the next 1-2 years, and a further three expected to spin longer term. Several of these pipeline spin-outs are forecasting significant growth, 
· Disentangling the role that ProspeKT has played in supporting start-ups and spin-outs – through its IV events and seminars programme, tailored BDE support, and Appleton Tower space – from support provided by other sources, including business mentors and Technology Entrepreneurs,  is difficult. ProspeKT cannot be thought of as a discrete intervention in this respect, but is an important part of the pipeline of support provided by the public sector to support entrepreneurship and commercialisation. All of ProspeKT’s supported spin-out companies have benefited from ProspeKT support in accessing funding and developing early-stage ideas, and also other forms of SE funded support – notably the Proof of Concept programme. Disentangling the individual contribution of the two forms of support is difficult, but the challenge going forward is to ensure that there is a clearer recognition of the relative merits of different types of support, and shared objectives between the two.

6 Operational issues 

6.1 There have been relatively few operational issues that have impeded the delivery of ProspeKT, and those that there have been are more issues of clarity of role and responsibilities rather than problems as such.
Clarity of the BDE Role

6.2 There has been some lack of clarity over the role of ProspeKT’s Business Development Executives (BDEs), in terms of what the BDE key functions are – which has led some to criticise the BDEs ability to provide entrepreneurship support to start-up companies. There has also been a view expressed that BDEs’ proximity to academics can create a situation where the BDEs are not able to push emerging spin-out projects as objectively as externally based BDEs would be able to. 
6.3 The BDE role is diverse, and the BDEs contribute to all areas of ProspeKT activity – liaising with local SMEs on potential collaboration opportunities, engaging with major globals, assisting with the events programme (although this role is now largely managed by the Informatics Ventures BDE), providing formal and informal support to emerging start-ups based within the Appleton Tower. The BDE purpose and activities – as set out in the job descriptions, is set out in the table below. Ultimately, the BDEs role is to deliver the ProspeKT programme, and in particular manage the interface between academia and the route to commercialisation.

Table 6.1: BDE responsibilities

	BDE Main Responsibilities
	Approx. % of time

	Purpose: To increase the volume and broaden the base of the Schools’ research funding from commercial sources and effectively exploit the research base by developing lines of communication with existing and potential customers within relevant market sectors.  To act as an external champion for Informatics in Edinburgh and actively support the Director of Commercialisation in promoting the University’s commercialisation goals and maximise impact on the local economy.

	Managing and coordinating the Business Development Activities within focussed areas of the School. Tracking research activity to ensure the early identification of intellectual property assets, and instigating adequate protection around these. – disclosures, patents etc. Developing a symbiotic relationship with academic staff to understand their research, sensitivities and opportunities to develop their work into a commercial sphere.
	20%

	Identifying and developing new sources of funding for research.  Identifying potential licensees or sponsors for new University research results and inventions, negotiating and closing deals around these. Supporting academic staff in the preparation of research proposals and responses to invitations to tender where these require business development input.
	20%

	Developing appropriate commercialisation plans for new research results including identification and processing of potential new company spin outs around the technologies.
	20%

	Working actively with Scottish and UK Government agencies to nurture a long-term working partnership
	10%

	Encouraging the development of strategic alliances with major commercial research sponsors in the field of Informatics. Developing opportunities for cross selling of other services or products included in the University’s portfolio.
	10%

	Assisting in marketing the capabilities and research activities of the School through a number of channels. Contributing to newsletters and early-notification systems, advising University staff of current and potential new business opportunities
	10%

	Working with the various ERI functional teams to ensure there is a smooth procedure to process these transactions efficiently
	10%


6.4 The four BDEs have been appointed on the basis of having specialist knowledge of a particular area of informatics research (each BDE is allocated to two of the School’s eight institutes). The rationale for this is that the BDEs need technical knowledge and expertise in order to be able to effectively engage with academics – understanding the research, being able to identify potential opportunities for commercialisation, and helping to communicate these opportunities to external audiences. The BDEs each have industry experience, but their appointment is predicated on them being credible with the academics.
6.5 The evidence collated in this evaluation suggests that BDEs are effective in managing the interface between academics and business development. BDE support is effective in the early stages of a spin-out project – working up the broad idea/ business plan, providing input to the overall direction of the project, and identifying and signposting to appropriate funding streams (the BDEs appear to have good knowledge of the range of funding streams available to support spin-outs and the relative merits of each). However, two issues have been raised about how the BDE support is provided:
· once a project gets to a particular stage, the support required becomes much more focussed on company building – sales, marketing, securing investment and contracts. The BDEs each have industry experience, but are not entrepreneurs in the sense of having started and run companies. There is a sense (both among the emerging spin-outs and key stakeholders), that support from fellow entrepreneurs is what is most valuable at this stage in the business building process. Spinouts interviewed tended to say that the support they valued most highly at this stage was from people who have ‘built companies’ and who have ‘lots of inside knowledge of the industry’, including PoC Technology Entrepreneurs. 
· BDEs are based within the school – explicitly with the aim of developing effective working relationships with the academics – and can find it difficult to challenge academics on key issues of business strategy. A view has been expressed that having the BDEs within the School, while based on a clear rationale, may actually make it harder for BDEs to ‘force spinouts to make the tough decisions’ when the time is right. A degree of independence and objectivity is required at this stage, and this may be delivered more effectively by individuals who are not based within the School.

6.6 Some of these points were made in SE’s Commercialisation Review in May 2009, which regarding ProspeKT states: ‘we are sceptical that the model being used to embed business development technologists into various areas of the School of Informatics will yield the results SE expects. To the extent that the embedded technologists first identify interesting technologies and then look for customers, this runs counter to best practice and the outcomes from this part of the ProspeKT programme will be underwhelming. Instead, we recommend that SE instead temporarily place entrepreneurial champions with an existing in-depth understanding of important customer and market needs in selected departments of Scottish universities and research institutes.’ Our view however is that this comment misinterprets the point of BDEs, which is not to replicate the role of Technology Entrepreneurs, EPIS mentors, or Entrepreneurs in Residence, but to support the working up of opportunities. However, it does illustrate the challenges in aligning different types of spin-out support at different stages.
6.7 In summary, the BDEs have been appointed primarily to deliver the ProspeKT contract, particularly by working with academics to identify opportunities for commercialisation and to move these opportunities forward. Feedback on BDEs has generally been positive in terms of how they engage with academics, support the development of early stage business ideas, and contribute to all areas of ProspeKT activity. Academics recognise that BDEs play an important role in undertaking significant ‘leg-work’ in managing funding processes and protecting them from administrative burdens; with the lead academic for one spin-out recognising that he may not have pursued that business if it wasn’t for the ProspeKT BDE support. Ultimately, this is the key BDE role – helping to identify potential spin-out opportunities, and building the capacity of these projects in the early stages through a range of support.

6.8 Our view is that the BDE role is fit for purpose, it we recognise that it is ultimately about working with academics to bring forward early stage ideas, and then signposting early stage projects to appropriate sources of entrepreneurship support. The BDE role is also about delivering other elements of the ProspeKT programme, including working with locally based SMEs and Informatics ‘globals’ to establish effective links between industry and academia. 

6.9 Where there has been less clarity is in terms of what the BDEs role is in relation to start-ups, and the later stages of spin-out company formation. The evidence from the evaluation suggests that the BDEs are not best placed to provide advice directly at this stage, but rather to signpost start-ups and spin-outs to specific, independent entrepreneurship focussed support. Indeed, this brokerage model is what the BDEs were originally intended to provide; but is perhaps not what has been communicated as the ‘model’ either to stakeholders or to start-ups/ spin-outs themselves. 

6.10 The key lesson for the future is to ensure that all stakeholders (including start-ups associated with the School) are aware of what the BDE role is, and that all start-ups/ spin-outs are aware of how other forms of support can be accessed. Even among start-ups based in the Appleton Tower, there is some confusion about the relationship between BDEs, EPIS mentors, Entrepreneurs in Residence, and other external sources of support (one start-up for example suggested it would be useful to have some kind of diagram setting out what support BDEs could provide at what stages, and what support could potentially be brokered from other sources). 

Linkages with SE Proof of Concept programme
6.11 Prospekt is developing effective working relationships with the SE Proof of Concept programme. In the early stages one or two teething problems existed. This was perhaps more reflective of new mechanisms becoming embedded and new relationships being formed. The process of this evaluation has helped a common understanding between Prospekt and SE’s POC programme to emerge, with clear evidence that effective relationships have been formed. A one team approach is therefore emerging with the objective of business growth shared strongly between ProspeKT and SE’s POC programme.  

6.12 The main aim moving forward is to ensure that the delivery of activities of each of the programmes dovetails. ProspeKT is recognised as a source of deal flow into the PoC programme, (i.e. supporting the academics to submit high quality applications to PoC). It is our view that there has been an improvement in the level of clarity around the point at which, following a successful application, the PoC Technology Entrepreneur takes over from the BDE as the main driver of the spin-out project (at least in terms of business development). However, as outlined elsewhere in this review (recommendation 2) there would be benefit in this being set out more formally within a strategic framework. 
Conclusion 
6.13 There have been relatively few operational issues associated with the programme. There has been some lack of clarity among some stakeholders around the role of the Business Development Executives (BDEs), especially in relation to their role in supporting emerging start-ups and spin-outs. This does not call for a re-definition of the BDE role – the BDEs are well placed to work at the interface between academia and business, and contribute to all elements of the ProspeKT programme – but there is a need to make stakeholders (particularly start-ups) more aware of what support the BDEs can provide, and for the signposting from BDE support to other forms of support to be improved. One suggestion, for example, was to have some kind of diagram or matrix which sets out the range of support or advice that BDEs can provide to start-ups at various points, and the type of advice or support that BDEs can help broker for start-ups from other sources, including ERI, Entrepreneurs in Residence, and so on.
7 Future direction 

Market failure: an ongoing need for intervention?
7.1 The SE Board approval paper identified four market failures that ProspeKT was designed to tackle:

i. Lack of awareness for SMEs to leading edge expertise, technology and research (information/ quality)

ii. Low levels of interaction between academic and commercial researchers (information/ timing)

iii. Low levels of investment by Scottish SMEs in R&D (information/ risk/ quality/ timing)

iv. Low levels of entrepreneurship (Information/ risk)

7.2 The market failures identified are a mixture of information asymmetries and high transactions costs. The market failures operate on both the supply-side (limited commercial focus of the School, and lack of ‘signals’ to researchers about the benefits from commercialisation) – and demand-side (businesses’ under-valuation or inability to value engagement with the School). ProspeKT aims to tackle these market failures by demonstrating to academics the importance of industry engagement to research, by demonstrating to industry the value to be gained through academic engagement, and by creating opportunities for researchers and businesses to engage.

7.3 It is important to consider the extent to which market failures continue to exist which prevents a) companies starting-up/ spinning-out; and b) existing SMEs engaging with the university.

Start Ups and Spin Outs 
7.4 In terms of starting-up (or spinning-out) companies in informatics, the consensus from consultations as part of this evaluation suggests that the main barrier is a lack of management and marketing skills and talent within Scotland. A number of stakeholders have highlighted that there have not yet been significant numbers of large informatics companies set-up by Scottish entrepreneurs; the implication is that there are few mentors and role models to follow, and because of this, there remains a lack of aspiration for entrepreneurship within the sector. From an enterprise perspective, informatics in Scotland has been characterised as ‘first/ second generation’, whereas Cambridge has already seen several generations of informatics entrepreneurs, creating a virtuous cycle. Informatics has also been likened to the Scottish life-sciences market 10 years ago.

7.5 These observations are consistent with the Scottish spin-out study, which finds that ‘because technology is seen to contribute perhaps only 10% of a company’s success, a typical spin-out will not gain a significant advantage from its technological assets; quality of management team is more important’, and also that ‘there are a limited number of managers in Scotland with start-up/ spin-out experience’.

7.6 Some evidence suggests that access to funding is less of a barrier to emerging spin-outs than management and entrepreneurship skills. The Scottish spin-out study argued that ‘with the exception of the Cambridge area and South East England, Scotland has as good a funding environment as any in the UK’, and as one ProspeKT commenter stated: ‘London is only an easyjet flight away’. There are a number of important caveats to make:

· The venture capital market is extremely competitive, and new businesses need appropriate support to target their funding applications on ‘markets and people’, rather than the technology;

· Scotland’s angel investor community has not tended to have a significant number of informatics businesses in its portfolio; there is still some uncertainty among the angel community about investing in what is perceived as a ‘vast, synthesising’ industry;

· There is a move in the investment community towards making larger investments that are closer to the market, making smaller amounts of seed funding for early stage businesses harder to come by;

· The economic climate is causing a (hopefully temporary) slowdown in angel investment, as investors look to consolidate their existing portfolios in response to tighter lending conditions imposed by the banks.

Industry engagement

7.7 There are significant barriers to engaging with SMEs, relating to the capacity (resources) associated with engaging with universities, the timescales involved in securing benefit, and the uncertainties associated with potential benefits. This is recognised in the New Horizons Taskforce report which states: ‘Absorptive capacity is the ability of businesses to absorb external knowledge and for that knowledge to be translated into commercial processes, new goods and services. There is evidence to suggest that this is relatively low in indigenous Scottish firms, thereby creating a barrier for Scottish firms undertaking taking collaborative research with the science base. The main issues highlighted in the Taskforce discussion on this matter have been that businesses do not innovate enough and there seems to be a lack of connection between universities and businesses. The research points to the fact that business links with academia is an area where there appears to be market failure.’ The barriers to engaging with big business are less, as these businesses have the resource to engage with universities on products which are further from the market, although there are still market failures associated with the potential for knowledge spillovers.
Market failure: summary
7.8 The nature of the market failures faced in company start-up and industry engagement can be summarised in Table 7.1 below, based on the classification of market failures described in OFPAT’s Advice Note
 and a recent EC commissioned report
. 
Table 7.1: Market failures

	Externality
	Illustration

	System failures/ coordination problems
	1. Insufficient links between academia, industry and investors – ProspeKT helps address this through industry events such as EIE and networking programmes such as techmeetup

	Information asymmetries
	2. Uncertainty of company technology specialists of benefits from acquiring management teams/ support – ProspeKT addresses this through entrepreneurship training and links to entrepreneurship support through Entrepreneurs in Residence for example

3. Difficulties for investors in assessing the risk profile of early stage businesses – ProspeKT addresses this by linking entrepreneurs and funders, and providing business planning support to emerging start-ups

4. Limited aspirations for setting up a business given limited role models and uncertainties of success – ProspeKT addresses this through confidence and capacity building to potential entrepreneurs at a range of stages

5. Uncertainties for SMEs in engaging with universities, given time costs – ProspeKT addresses this by signposting businesses to appropriate academics, and highlighting the route to commercialisation

	Labour market failures
	6. Reluctance of SMEs to engage given the potential for poaching externalities and knowledge spillovers.


The evolving policy context 
Government Economic Strategy

7.9 Launched in 2007, The Government Economic Strategy (GES) is the key development Strategy for Scotland. It sets out a goal to focus the Government and public services on creating a more successful country, with opportunities for all of Scotland to flourish, through increasing sustainable economic growth.

7.10 The GES identifies four Strategic Priorities, one of which is to create a ‘supportive business environment’. The strategic approaches the Government will pursue to achieve this include:

· Responsive and focused enterprise support to increase the number of highly successful, competitive businesses;

· Targeted support to business in the pursuit of opportunities outside of Scotland and the development of internationally competitive firms;

· A broader approach to business innovation in Scotland that moves beyond viewing innovation as the domain of science and technology alone;

· A clear focus on strengthening the link between Scotland’s research base and business innovation and addressing low levels of business R&D;

· A particular policy focus on a number of key sectors with high growth potential and the capacity to boost productivity – these key sectors include Creative Industries, including digital content technologies.
7.11 The GES recognises that ‘Increasing the level of research & development (R&D) activity and knowledge transfer between the research community and industry are key drivers of innovative activity, particularly in science and technology related sectors, helping to boost productivity and sustainable growth’. It identifies specific activities as including:

· Recognise, reflect and promote the key role of Scotland’s universities and colleges as world-class assets in further developing our science base, other key sectors and the wider economy; and 

· Provide clear incentives through the Scottish Funding Council and other agencies to encourage colleges, universities and business to engage collaboratively in the exchange of knowledge and expertise to drive greater innovation in the economy.
7.12 Furthermore, at the end of 2008, the Scottish Cabinet confirmed that it supported the recommendation of the ‘Future Thinking Taskforce on Scottish Universities’ that universities should be a key economic sector in their own right, becoming Scotland’s ‘seventh sector’ in recognition of the contribution they make to delivering the Government’s Economic Strategy
.

7.13 The objectives and remit of ProspeKT clearly fit very strongly with this agenda.

SE Business Plan 2009 – 12

7.14 SE’s policy is also changing markedly. The SE Business Plan 2009-12 identifies three key activity areas for SE: Supporting enterprise; Promoting innovation and Stimulating investment

7.15 The Innovation strand aims to encourage and develop the exchange of knowledge between academia and business and support the flow of overseas investment into Scotland’s R&D base. SE will focus on three main issues:

· Increasing the commercialisation exploitation of Scotland’s existing strengths in science and research. 

· Stimulating innovation in the key sectors.
· Stimulating innovation in growth companies with a more integrated support service on offer to more Scottish businesses. 

7.16 In terms of commercialisation, the Business Plan stresses: a shift in the balance of investment from the development of IP to embedding it more firmly into the company base; and integrating the suite of programmes covered by PoC, ITIs, Enterprise Fellowships, R&D grants behind clear market opportunities.

7.17 The Enterprise strand focuses on supporting growth businesses that can achieve scale. This will be achieved by providing Account Management and specialist advisory services, supporting high potential start-ups, accelerate the internationalisation of Scottish businesses, and support the priority industries. SE’s priority for the ICT element of the Creative Key Industry is to ‘develop more internationally successful products originating from Scottish companies, encourage collaboration between Scottish companies in emerging high-growth markets’. 
SE’s new commercialisation policy  

7.18 SE’s new approach to commercialisation was approved by the SE Board in May 2009. The new approach represents a considerable shift for SE’s policy and practice. It refocuses resources from supporting the development of large quantities of intellectual assets (IA) to investing in fewer propositions, where the market or customer needs are clearly identified and where a line of sight exists of how economic growth can be achieved through creating more high-growth technology companies in Scotland. 

7.19 The new commercialisation approach places a much more significant emphasis on aligning activity between clear market opportunities, placing a clearer emphasis on company building, and a stronger emphasis on the scale and valuation of outputs. The new approach to commercialisation is about picking winners, supporting outcomes with the prospect of achieving greater scale. The new approach is based on the need to increase the outputs generated from SE’s investments in this area, with an emphasis on supporting propositions capable of generating £5m revenue within 5 years, and double this every 3 years. 
7.20 The emphasis going forward is on an integrated approach, which systematically takes projects from early stage concept through to market launch; and a strict set of decision criteria for individual projects, which set a high standard of entry and create focus on the end objective.

7.21 The new commercialisation approach also recognises the need to make a ‘smaller number’ of investments in capacity building and infrastructure – with Edinburgh BioQuarter and ProspeKT mentioned specifically in this respect. The new approach also recognises the need to engage with the Scottish Funding Council and HEIs, to the importance to SE of aligning funds to the SFC’s new Horizons Fund, the need to build on established best practice including the SICSA research pool, and the importance of international activities as an important prospecting source. 
Innovation policy direction
7.22 SE’s Innovation policy is also evolving. Innovation policy covers three areas:

· Business innovation – where SE is pursuing a step change in its levels of activities, to promote innovation far more widely across the business base – with more active prospecting among growth pipeline companies

· R&D support – where the SE focus is increasingly on companies, and generating value from interventions

· Business incubation – where the focus is on a stronger focus on company creation and growth, a stronger contribution to the development of new companies in key sectors, better integration with the new set-up for commercialisation, better feed through to DRM management, and a shift away from building new physical space. The new Innovation approach recognises that ‘business incubation is particularly important to those sectors where a stronger pipeline of high growth start-ups is important to the development of the industry’.

Industry Demand Statements

7.23 SE’s Enabling Technologies Industry Demand Statement 2010-13 is aligned with the principles of the new commercialisation approach with a focus on maximising the economic contribution of the sector. Informatics is identified as a ‘world leading technology strength’ for Scotland. The demand statement emphasises the importance of encouraging FDI into Scotland, promoting enterprise through collaborative growth, and supporting company innovation and R&D. The role of the School of Informatics and SICSA is emphasised throughout, and the industry demand statement also emphasises the role that universities, the SFC and research pooling will play in ensuring effective participation with industry.
New Horizons: the SFC role

7.24 The Future Thinking Taskforce on Universities (New Horizons) sets out proposals for a new relationship between the Scottish Government, universities and the SFC. New Horizons sets out a vision for Scotland’s university sector which: Helps to make the economy more innovative and strengthens the relationship with Scottish business; develops entrepreneurial capacity; and willingly engages with the micro, small and medium sized business base of Scotland. New Horizons stresses the need to strengthen links between universities and the business base, and that a challenge in this respect will be to address cultural issues and management skills which currently limit the absorptive capacity of the Scottish SME base. The SFC will take-on an increasingly important role in this respect, addressing these issues through an increasing focus on research pooling.

Academic research environment

7.25 The next round of the university Research Assessment Exercise (RAE) will give a much more significant focus to the societal (as well as academic) impact of research. Although it has not yet been clarified exactly how this societal impact will be assessed, the Research Councils are encouraging funding applications that are in partnership with industry. This should – and already is – encouraging academics within the School of Informatics to develop research bids with industrial partners, supporting the general direction in which ProspeKT has been laying the foundations for.

The European dimension

7.26 The EU has long recognised the need to make better use of publicly funded R&D, The report ‘Improving knowledge transfer between research institutions and industry across Europe’ highlights that although Europe has a strong scientific research base, European universities tend to generate ‘far fewer inventions and patents’. This, it is argued, is due to that fact that knowledge transfer from European institutions is hampered by factors including: cultural differences between the business and scientific communities, lack of incentives, legal barriers, and fragmented markets for knowledge and technology. 
7.27 In response, the European Commission has established the European Institute of Technology (EIT). EIT aims to inspire change and accelerate the process of knowledge transfer in existing institutions, and increase links with industry. The EIT focuses on all aspects of the ‘knowledge triangle’ – innovation, research and education. EIT is currently in the process of establishing a set of autonomous Knowledge and Innovation Communities (KICs) across Europe – with Edinburgh leading the UK’s key bid, as discussed in section 5. The KICs will carry out the work of EIT across Europe, fully integrating innovation, research and education activities on designated themes. 

7.28 The Commission has also identified a series of conditions for successful knowledge transfer. These include:

· Appointment of knowledge transfer staff within HEIs who can perform a wide range of roles;

· Promoting the pooling of resources among research institutes;

· Promoting an entrepreneurial mindset among researchers;

· Focus in particular on knowledge transfers to SMEs given that the capacity for SMEs to engage in knowledge transfer is usually less than it is for large companies. 

7.29 ProspeKT demonstrates all these elements of best practice. ProspeKT is also in many ways an exemplar KIC, delivering activity across the knowledge triangle. Indeed, as noted in Section 5, without ProspeKT, Edinburgh would not have been in a position to be involved in the EIT KIC bid. From this perspective, ProspeKT fits closely to the EU’s view on how knowledge transfer activity should be delivered.

Summary
7.30 At all policy levels therefore, there is a strong impetus to promote the interaction between universities and business, raise the profile of entrepreneurship, and increase the commercialisation of research from universities. This includes: 

· Government Economic Strategy, which  stresses the need to strengthen the link between the research base and business innovation, and also to address low levels of business R&D. Scottish Enterprise’s Business Plan sets out the role that it will play in meeting this agenda through supporting enterprise and promoting innovation. 
· The SFC is also focussed on the objective to strengthen the relationship between universities and the Scottish business base. 

· At a European level, there is also strong support for the promotion of innovation through the ‘knowledge triangle’ – innovation, research and education.

7.31 ProspeKT fits squarely with this policy agenda. Furthermore, digital markets and enabling technologies is identified as a key industry for the Government and SE. The relevant SE Industry Demand Statements highlight the importance of building Scotland’s international profile in this area, particularly through the promotion of key academic assets including the School of Informatics – ProspeKT also contributes significantly to this agenda. 
7.32 While ProspeKT fits very clearly with the national and European innovation and enterprise policy agendas, SE’s increasing focus on projects which have a clear line of sight to commercialisation, and are likely to deliver significant economic outcomes, has implications for ProspeKT’s work. While all stakeholders recognise the critical role that ProspeKT plays in creating opportunities for research commercialisation, and building businesses capacity to engage with academia, there is an increased emphasis on developing high growth opportunities and supporting existing businesses to innovate. 

Sustaining ProspeKT
7.33 The SE Board Approval paper envisaged that ProspeKT would be self-funding after five years, achieved through returns from licensing and industrial research. It is now evident that licensing will not provide substantial funding revenue over the short to medium term. Instead it is anticipated that an increasing proportion of the School’s income will be generated through research collaborations with industrial partners – this will generate some income, but not sufficient to sustain ProspeKT at its current level. The ambition of being self funding in five years was over-optimistic. 

7.34 There will be a requirement for ProspeKT to access some form of transitional funding for the period from the end of the current SE grant to a position of being self-funded. It is not yet clear to what extent this transitional funding is more likely to come from SE or the SFC, and conversations with these partners need to begin now to identify a way forward. 

7.35 In the medium to longer term, there are two key avenues that ProspeKT is pursuing to support funding:

· Part-funding ProspeKT activity through research council grant: the Research Council’s increasing emphasis on ensuring that research grants are aligned with industry – and the next RAE’s emphasis on wider research ‘impact’ – means that there is scope to part-fund elements of ProspeKT activity (notably the BDE support) as part of Research Council grants. This is an avenue that the School is already pursuing. 
· Research pooling: ProspeKT’s wider events programme, now being delivered across the SICSA network, may be able to secure further funding from SFC and partner universities as part of research pooling arrangements, although the feasibility of this requires further investigation.

7.36 With two years to go until the completion of the SE contract, the forward strategy needs to be developed in more detail. Whatever the outcome, there is likely to be a need for some transitional funding, supporting ProspeKT in the evolution from the end of the SE grant through to a position of being self-funded. 

Learning from elsewhere

7.37 Annex C outlines the approach to commercialisation in several other successful informatics departments worldwide: CSLI at Stanford; SRI International in California; CSAIL at MIT; and the Technikal University of Berlin. These institutes have achieved very close integrated working relationships with industry, with faculty researchers working as embedded members of industry teams, businesses developing affiliate relationships with universities – paying to have access to researchers and to have early stage research programmes – and other businesses sponsoring particular research groups.
7.38 Not all of the success factors from the international case-studies are straightforward to replicate in the UK because of cultural attitudes in how businesses and universities interact – some of these issues have been explored in a paper prepared by ProspeKT Board member Crawford Beveridge for the Council of Economic Advisors. Nonetheless, it is clear that each of the comparator universities is supported by commercially experienced teams which are respected both by faculty and industry, supported by university-wide licensing offices and legal teams. US comparators also work much more closely with local venture capitalists, developing close relationships with VCs and establishing mentor relationships between VCs and emerging spin-outs at an early stage.

7.39 ProspeKT is well aware of the comparator universities – particularly those in the US where the School has long-term relationships. The ProspeKT vision has always been focussed on establishing much more embedded relationships with large industry and closer links with angel investors and venture capitalists. The pursuit of this vision is bearing fruit, witnessed through the informal links developing between the School and investors through events such as EIE, and the embedding of EADS within the AT space. Nonetheless, achieving the vision will take time, especially given that many of the barriers relate to breaking down cultural preconceptions and attitudes. For a three-year old programme, ProspeKT has made significant strides in addressing these challenges.

Summary
7.40 In summary:

· Market failure: there continues to be a clear rationale for ProspeKT from a market failure perspective – limited opportunities to link up academia, industry and investors (system failures), a range of information asymmetries associated with the uncertainties around the potential benefits of starting-up and investing in businesses, and the costs for existing industry in engaging with universities and investing in innovation.

· Supporting strategic policy:  ProspeKT has a clear fit with policy at a national level in relation to the aim to enhance university-industry linkages and enhance the commercialisation of research. There is however a greater emphasis on economic impact and backing companies and ideas with growth potential. This may require a re-focus from ProspeKT’s work in identifying and working up early stage business ideas, and creating a culture and environment which stimulates entrepreneurship .

· Future funding: While ProspeKT plays an important part of the commercialisation process, it is not yet clear to what extent some of its activity fits more closely with the SFC’s remit as opposed to SE. Closer dialogue between partners is required to ensure that ProspeKT continues to support partner objectives. 

7.41 With two years remaining of ProspeKT’s allocation, it is important that the forward strategy is formalised soon. ProspeKT is exploring avenues for self-funding, largely through contributions from Research Council grants in the short-term, but also through closer industry links longer-term. However, ProspeKT will not be in a position to be wholly self-funding within two years, and discussions need to begin with organisations who have the potential to support ProspeKT’s transition to a self-funding proposition longer term.
8 Conclusions and Recommendations 

Conclusions 
8.1 Since its inception in 2006, ProspeKT has pursued an aspirational aim to fundamentally influence the interaction and engagement between academics, industry, entrepreneurs and investors, and in so doing to maximise the economic and commercial benefits of the School of Informatics for Scotland. ProspeKT was established as a partnership programme with the University responsible for delivering all elements of the programme, while SE plays a programme assurance role, ensuring that the programme is delivering its objectives. The conclusions with regard to structure and delivery are: 

· The partnership is seen to have worked well, underpinned by robust governance procedures and reporting practices.

· The ProspeKT Board made up of representatives from university, Scottish Enterprise, and industry, has played an advisory role to date. As results are achieved, the Board will play an increasingly important role in reviewing progress towards the impact targets – including the numbers of start-ups and spin-outs, and the value and growth of these companies in employment and GVA terms 

· Monitoring of progress towards outputs and spend is robust and comprehensive, although the programme would have benefited from an initial baseline assessment of academic and student attitudes towards commercialisation and entrepreneurship.  

8.2 ProspeKT is funded through a £5m grant from SE, matched by £3.25m from the University. To date, overall spend has been slightly ahead of profile (at SE’s request). There is significant variation between actual and anticipated spend within each of ProspeKT’s three funding strands – due to some arbitrariness between how individual activity spend is allocated to these strands.
Table 8.1: ProspeKT funding

	
	Commercialisation 
	Culture Change 
	Outreach
	Total

	Original SE budget (2006 – 2011)
	£2.62
	£0.52
	£1.85
	£5.00

	Original UoE budget (2006-2011)
	£1.71
	£0.34
	£1.20
	£3.25

	Original budget (April 06 - May 09)
	£2.92
	£0.52
	£2.03
	£5.47

	SE contributions claimed (April 06 - May 09)
	£1.95
	£0.24
	£0.13
	£2.31

	UoE contributions claimed (April 06 - May 09)
	£2.78
	£0.09
	£0.50
	£3.36

	Overall claim (April 06 - May 09)
	£4.73
	£0.32
	£0.62
	£5.68

	Variance (claim - budget)
	+£1.81
	-£0.20
	-£1.41
	+£0.21


8.3 ProspeKT activities were set out in broad terms in the SE Board Paper, and set out in further detail in the ProspeKT programme plan. Substantial progress has been made with regard to the three Themes: 

· Theme 1 Knowledge Transfer: three floors of the Appleton Tower were refurbished, accommodating the ProspeKT and Informatics Ventures teams, as well as a number of start-up/ spin-out companies and EPIS-funded start-ups; the Artificial Intelligence Applications Institute (AIAI) and other ‘vatable’ research; and a number of spin-out and start-up companies.

· Theme 2 People and Culture: promoting entrepreneurship and stimulating cultural change

· Theme 3 PR, brand and Public Outreach: Conferences support; informatics road show; alumni relations; InSpace and public perception of science; and PR, brand and development strategy

8.4 ProspeKT has delivered a diverse range of activity, the quality of which has been high and extremely well received by stakeholders who have regularly praised the energy and enthusiasm of the ProspeKT programme, frequently cited as ‘a breath of fresh air’. This is particularly true of the industry events and entrepreneurship programmes, which are seen to be well run and inspiring. ProspeKT’s key activities have included: 

· Successful delivery of commercialisation space, now at full capacity and providing support to spin outs, start-ups, commercial research and (in due course), inward investors; the space has been well received researchers and start-up businesses – creating an enterprise culture which start-ups aspire to be part of.
· Delivery of a well received events programme, which has raised the entrepreneurship aspirations and skills of academics, students, start-up businesses and SMEs; and has created some quantifiable benefits in helping start-up businesses to secure investment from funders. Key outcomes from the activity include 7,148 hours of executive entrepreneurship education delivered to over 250 unique participants, from 180 individual companies / organisations / enterprises; 99 entrepreneurs, investors engaged as elevator pitch judges, and 40 companies exposed to investors at Engage | Invest | Exploit ’09.
· Strong engagement with global ICT firms which has met with positive feedback from companies, and has resulted in EADS signing up to locate 10 jobs into the Appleton Tower lab space (these jobs are net additional to Scotland).
· Contributing to cultural change within the School, with anecdotal evidence suggesting that academics and students are more likely to consider enterprise and commercialisation as options for career development.

· Wider promotion and marketing of the School to international audiences, through the School’s alumni network and by hosting industry visits. 

· Acting as an important source of deal flow into other enterprise programmes. Six Informatics projects have successfully gone on to the SE Proof of Concept programme (and there are more in the pipeline); a further four projects have accessed other forms of Proof of Concept Funding (such as ESRC Follow-on Funds). And Prospekt is the most significant sources of dealflow into the EPIS programme, with 10 Informatics students starting enterprises with EPIS loans.

8.5 These activities have been delivered in line with the contract set out between the university and SE in 2006, and all contractual obligations in relation to staffing, match-funding and monitoring are being met. 
8.6 ProspeKT has also delivered significant strategic added value. Highlights include:

· Contributing to SDI’s objectives through the regular hosting of visits from potential inward investors;

· Levering £3.7m ERDF funds to roll-out ProspeKT activities across Scotland and the SICSA network through Informatics Ventures.

· Leading the UK’s only surviving bid to the European Institute of Technology’s Knowledge Information Communities;

8.7 Operationally, there have been relatively few issues in how ProspeKT has been delivered. The key issue has been some lack of understanding over the role of the ProspeKT BDEs, the nature of the BDE offer to different audiences, and the alignment of BDE support with support from other sources – notably the PoC Technology Entrepreneurs. 

Performance against targets
8.8 ProspeKT was set a series of challenging targets to deliver over the first five years of delivery. Targets relate to:

· Employment in spin-outs (and associated GVA)

· Employment in start-ups (and associated GVA)

· Increased employment of researchers, teaching staff and post-graduates in the School (and the GVA associated with this).

8.9 In terms of creating new businesses:

· In spite of a delayed start, ProspeKT has created 13 start-ups which employ 39 people in combined terms – although many of these jobs are not full-time, paid posts at this stage. The start-ups are at various stages in securing funding and turnover – a small number are beginning to generate sales and some have secured private finance; others are at an earlier stage of product development. 

· ProspeKT has helped create three spin-outs to date, which is behind the originally envisaged profile. Evidence collated by SE (Commercialisation Review 2009) suggests that a re-casting of the expected impacts and timeframe for impacts to accrue should be undertaken. The spinout pipeline is relatively healthy, with two expected to spin within the next 1-2 years, and a further three expected to spin longer term. Several of these pipeline spin-outs are forecasting significant growth. 

· Longer term there is a reasonably strong pipeline of emerging start-ups, many of which are funded through the EPIS programme. Most of these are very early stage, and it is difficult to anticipate the extent to which these will graduate into healthy businesses in the future. 
8.10 ProspeKT has surpassed its gross targets in relation to academic indicators (researchers, research income, and academic staff) and the School now has a £12m research turnover with 270 PhD students, 150 post-doctoral researchers and 80 academic staff. It is also ahead of target with regard to engagement with international and Scottish business. 

ProspeKT additionality

8.11 ProspeKT cannot be thought of as a discrete intervention, but is an important part of the pipeline of support provided by the public sector to support entrepreneurship and commercialisation. All of ProspeKT’s supported spin-out companies have benefited from ProspeKT support in accessing funding and developing early-stage ideas, but they have also benefited from other forms of SE funded support – notably the Proof of Concept programme. 
8.12 ProspeKT’s role is relatively important in building the pipeline of start-ups and supporting those start-ups during the early stages, building confidence and capacity, linking start-ups to collaborators, partners and potential funders, and raising entrepreneurship skills. Again, it is difficult to separate ProspeKT’s role from the wider pipeline of support available, particularly in terms of the EPIS programme and the EPIS business mentors. The two programmes (ProspeKT and EPIS) are mutually interdependent, with ProspeKT acting as a key source of ‘deal-flow’ into the EPIS programme, and the EPIS programme providing a large proportion of the start-up ‘feedstock’ for ProspeKT to work with. 
8.13 In addition to these relatively narrow indicators of impact, this evaluation has also highlighted a number of broader economic activities that ProspeKT has played a role in delivering, which include:

· Supporting the attraction of inward investment into Scotland (including playing an influential role in encouraging EADS to locate a research lab – employing 10 people – into the Appleton Tower).

· Facilitating a number of large-scale events at the School of Informatics – often aimed at overseas-based academics – which can generate a significant economic impact.
8.14 There continues to be a clear rationale for ProspeKT from a market failure perspective –  limited opportunities to link up academia, industry and investors (system failures), a range of information asymmetries associated with the uncertainties associated with the potential benefits of starting-up and investing in businesses, and the costs for existing industry in engaging with universities and investing in innovation.

Future

8.15 From a national policy perspective, there is a strong impetus to promote the interaction between universities and business, raise the profile of entrepreneurship, and increase the commercialisation of research from universities. Improving the links between universities and industry is a key priority for the Government Economic Strategy, the SE Business Plan, and the Scottish Funding Council. However, the respective remit of Scottish Enterprise and SFC is evolving – with SE focussing increasingly on supporting the prospects which are most likely to generate significant economic value, while the SFC focuses more on the early stages of commercialisation. This has important implications for the involvement of different partners as ProspeKT moves forward.

8.16 It was anticipated that ProspeKT would be in a position to become self-funding by 2011, but it is clear that ProspeKT will not be able to become completely self-funding in two-years. Some income is likely to be generated from mainstream academic grants (which will increasingly require some resource to support commercialisation of research outcomes), but it is clear that some transitional funding will be required to support ProspeKT make the transition from being grant funded to self funded.

Key Learning Points

8.17 A key learning point to emerge from this evaluation is that the process of supporting spin-out companies is time-consuming and resource intensive. It needs to be recognised that emerging spin-outs need access to widely different types of support requirements at different stages – and no one person or programme can provide all forms of support required. Maximising the opportunities for spin-outs requires us to recognise that individual projects and programmes each play an important role in adding value as part of a pipeline of support; and to ensure that signposting between different types of support takes place in a clear and transparent way.

Conclusion

8.18 In summary, the ProspeKT programme has delivered a diverse and well-received programme of activity. It has made significant progress towards its eight objectives and the overall aim to maximise the economic and commercial benefits of the School; and is now playing this role across the whole SICSA network. 
8.19 The vision is ambitious, and cultural change will take time to achieve. ProspeKT is broadly on-track on most of its output targets. The next two years will be critical in realising the impacts from the significant pipeline of opportunities which ProspeKT has created. 
8.20 ProspeKT will need to focus increasingly on ensuring that it delivers on its key economic impact targets in terms of company creation. This will require it to continue to deliver its activity to raise aspirations among academics and researchers across the SICSA network, but also to ensure that all emerging start-ups and spin-outs are signposted to the right types of support at the right times. 
Recommendations
While ProspeKT has made substantial progress in the two and a half years of operational delivery, there is a need for some re-focussing to maximise the economic impact and take account of the new economic and strategic landscape.  

Recommendation 1: Continue to support ProspeKT: SE should continue to fund the programme for the remainder of the programme period, and should support ProspeKT in sustaining its activities post-2011, whether through direct funding or through engaging the support of other partners.
Recommendation 2: Closer alignment with other sources of entrepreneurship support. There is scope to provide greater clarity in how ProspeKT – and particularly the BDE role – links and aligns with other sources of support, including EPIS mentors, PoC Technology Entrepreneurs, Entrepreneurs in Residence, and so on. A strategic framework should be developed, which shows clearly – to academics, start-ups and spin-outs – which support can be sought from which sources at which stages, and how the referral from one source of support to another should be made.
Recommendation 3: Clarify relationship with Scottish Development International. ProspeKT and the School of Informatics play an important role in supporting SDI to achieve its objectives.  ProspeKT and SDI need to develop a formal, relationship to agree how the visits are prioritised, and to to ensure the most promising opportunities are given quality time at Informatics ., SDI should work with the ProspeKT programme to agree and implement a “pre-qualification” process in this regard.

Recommendation 4: Improve engagement with SMEs. ProspeKT should aim to develop more contractual relationships with Scottish-based SMEs – in the form of joint research projects including KTPs – in order to align more directly with Scottish Enterprise’s agenda. The groundwork for this has been laid through the ProspeKT events programme. Developing contractual relationships with SMEs will require a bespoke, tailored approach to engagement of key companies, and this is an area that the BDEs are well placed to lead on. 
Recommendation 5: Re-casting the target framework. Since the ProspeKT programme was developed, much has been learnt about the level of time and resource required to develop commercial outcomes. This, and the economic recession, means that in retrospect some of ProspeKT’s targets in relation to commercial outcomes are perhaps overly optimistic. They should be rescaled accordingly.

Recommendation 6: Focus on the key economic outcomes. During the next two years, the increased focus for ProspeKT should be on maximising the economic impact from supported start-ups and spin-outs. This will require continued close working with academics and students to identify opportunities, and clear sign-posting of appropriate entrepreneurship support to emerging companies. To assess progress towards this objective, ProspeKT monitoring should include consideration of:

· Number of start-ups and spin-outs supported

· Value of start-ups and spin-outs in terms of sales/ turnover – every 2 years

· Level of private-sector investment secured by supported start-ups/ spin-outs

· Number of patents secured by supported start-ups/ spin-outs

· Number of contractual relationships with Scottish-based SMEs, and value of any collaborative research projects

· Attitude of Informatics academics towards research commercialisation – based on an annual survey

Recommendation 7: Formalise the forward strategy. All partners need to explore the sustainability of support following the current funding allocation. The forward strategy needs to be formalised, to assess the feasibility and likely scale of potential funding options (such as from Research Council grant for example), and the likely level of any transitional funding required. ProspeKT also needs to engage more closely with the Scottish Funding Council, to explore the possibility of future funding options in relation to research pooling arrangements.
Recommendation 8: Improve Programme Management and Partnership Working. The Prospekt Board Approval paper states the Informatics intervention will be ‘a model for Scotland’. Scottish Enterprise should consider utilising the ‘best practice’ elements of ProspeKt (the model, programme management (OGC MSP) and Partnership Working) to inform learning on partnership working with higher education.
Recommendation 9: Continue to embed good practice by learning from "Knowledge Triangle" programmes. SE has a wide range of ‘knowledge triangle’ projects that have similar characteristics to the PROSPEKT ‘model for Scotland’. These include for example, in life sciences - the Translational Medicine Research Initiative (with the Universities of Glasgow, Edinburgh, Dundee and Aberdeen), the Edinburgh BioQuarter (with Edinburgh); in energy - the Energy Technology Partnership (across 10 universities); in enabling technologies - the Advanced Forming Research Centre (Strathclyde), SICSA KT, the Nano Research Centre and Micro/Nano Design (both with Glasgow); in creative industries - Dare to be Digital (with Abertay) and the Edinburgh Pre-incubation Service (Edinburgh). SE should continue to draw learning from these programmes with a view to leveraging and aligning ‘best practice’ within partnership projects of this type. 
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Annex B: Output definitions

	Output indicator
	Definition

	Research Income and collaborations with International Companies 

	1-1 Engagements with international companies/organisations
	Including contacts through events, visits, and general discussions. Not necessarily different companies, but can include multiple engagements with the same company

	Collaborative Agreements signed
	Contractual arrangement involving at least £20,000 from the other party

	Additional research Funding (£M)
	Research funding over and above the mainstream SFC grant

	Industrial research (£M)
	Industrial research supporting academic research projects

	R&D groups setting up facilities around School
	These are in effect ‘implant’ spin-outs including Cloudsoft, 6S and Cereproc

	Increase in licensing Revenue (£M)
	Licence revenue secured by the university

	Collaborations with existing Scotish Companies 

	1-1 enagements with CEO's, CTO's for Scottish SME's
	Including contacts through events, visits, and general discussions. Not necessarily different companies, but can include multiple engagements with the same company

	Collaborative agreements signed
	Contractual arrangement involving at least £20,000 from the other party

	Additional Income from licensing Activity £K
	Licence revenue secured by the university

	SME's collaborating on site at Informatics
	SMEs (including emerging start-ups and spin-outs) with space – whether permenant or hot-desking – in the Appleton Tower.

	Collaborations with Scottish research Base 

	Collaborative projects supporting SFC Pooling strategy
	Projects in collaboration with other Scottish HEIs

	Research Collaboration projects lead from the Forum
	Cross disciplinary academic research projects

	Entrepreurship, new company creation and  Business building 

	New networks implemented (by 2008)
	Developing communications between companies (and academics) to improve the connectedness of the local technology development landscape – activities to build community linkages are reported under this measure

	Proof of Concept projects
	PoC projects (not just SE PoC projects) which have received at least 19 hours support through ProspeKT/ IV

	Spin Outs Supported by 2011
	A spin-out can be counted as such when it has licensed IP from the university and is trading or has secured significant private investment; it can be counted as a ProspeKT output once it has received at least 19 hours support

	Start Ups supported by 2011
	A start-up is counted as such when it begins trading (i.e. generating revenue), or when it has secured significant privates sector investment; it can be counted as a ProspeKT output once it has received at least 19 hours support 

	Funding raised associated with above (£M)
	Public and private investment raised associated with the supported start-ups and spin-outs

	Spin Outs and start ups supported by SEEL account management
	ProspeKT start-ups/ spin-outs with a designated SE Account Manager

	SEN High Growth Team start ups
	ProspeKT start-ups/ spin-outs going on to receive support from the SE high-growth start-up team

	New products Developed
	Saleable products developed and securing turnover from the start-ups and spin-outs supported

	Talent Attraction and retention
	 

	Additional research staff 
	Additional research and teaching staff employed by the School (above 2005 baseline)

	Additional post graduate researchers 
	Additional post-graduate researchers employed by the School (above 2005 baseline)

	Major International Conferences
	Conferences hosted at the Forum and involving international delegates

	Student placement with international companies and Scottish SME's
	Informatics students undertaking placements for at least one week with business

	Alumni relations
	 

	Significant increase in Alumni network numbers
	

	Significant impact on Alumni network on research and talent income for Scotland
	


Annex C: Comparators

Background
The School of Informatics at Edinburgh University is a globally recognised centre of excellence. Its strong international research profile brings exceptional opportunities for ProspeKT to maximise its Knowledge Exchange activity at a national and international level. This was recognised by Scottish Enterprise in its approval of the project. 

As ProspeKT moves from strategy to operational activity and achievable outputs, it is prudent for the team to look at how other leading international technology universities take forward their KE activity, and how national and EU policy should influence their direction.

Stanford University, US

US universities are embedded in a cultural and financial background which differs considerably from those in the UK. These differences in approach are particularly manifest in both attitudes to funding, and to collaborations with industry and government.

As a private university Stanford is funded independently. After student fees, the main sources of finance are through: 

1. Endowment – mainly from global companies and successful alumni

2. Contract research/consultancy

3. Licensing

4. Investments in spin-out companies, usually aligned to licenses

Knowledge exchange, the commercialisation of research, and entrepreneurial training, are embedded in the strategy of the university. This approach has played a key role in its research and financial success.

The Faculties themselves are managed internally, while following the strategic plan of the University. The Faculty looks to the Licensing Office for professional support, with its services sought when the opportunity to issue a licence or spin-out company arises. 

Centre for the Study of Language and Information (CSLI)
Stanford has a number of independently funded inter-institutional organisations, with CSLI (Centre for the study of language and information) being well known to the ProspeKT team.

CSLI recognises the embedded nature of ICT to the progress of research across a broad range of disciplines, and offers research partnerships which bridge traditional Faculty boundaries.

Open innovation is practised, with Faculty researchers working as embedded members of teams ranging from life sciences and engineering to humanities and social sciences.

Increasingly CSLI’s success is not only based on the interdisciplinary nature of its work but also its inter-institutional partnerships with both public and private research establishments. This has achieved commercial and research benefits for their work, with companies benefiting from the learning as research progresses, and researchers benefiting from the knowledge of the global markets with which their partners are identified and into which their research applications will be launched.

The Industrial Affiliates Programme is key to CSLI’s knowledge exchange and industrial success, both in terms of research funding, and the exchange of experienced research staff. 

The industry linkages are pursued by a small, commercially experienced team who are highly respected by Faculty and industry. They have the backing of the ILO when negotiations are reaching formalisation. This industry-facing team is critical to the research and commercial achievements of the Centre, and the model is replicated with considerable success across a number of Institutes within the University.  

SRI International, California
SRI is one of the largest and most successful contract research organisations in the world, and is itself a spin-out company from Stanford University.

SRI has a practical approach to its own potential spin-out companies.  It works with the top VC’s in Silicon Valley, engaging them at the earliest stages in the innovation process. 

By exposing their research propositions to a trusted group of VCs the teams get to know each other and identify from market knowledge and experience which direction the research should take to achieve best market advantage. Over the gestation period of the work VCs from the group who may be interested in future investment can become mentors for specific projects. When investment is required the VC teams are fully aware of the potential of the technology and can have the markets identified. This approach frequently leads to a bidding war from the VCs for the best investment opportunities.

Massachusetts Institute of Technology (MIT)

Like Stanford, MIT has a formidable reputation for both its research success, and knowledge exchange. Its Computer Science and Artificial Intelligence Laboratory (CSAIL) is another comparator for Informatics and ProspeKT.

Like Stanford its research is interdisciplinary, with a strategy which aims to create innovative solutions to global challenges and which will offer solutions with positive global impact. 

CSAIL places great emphasis on the importance of its industry affiliates programme, both to inform and exchange technology and market information, and also to populate some of the world’s leading technology companies with CSAIL researchers.

In both Stanford and MIT the industry affiliates pay to have access to the expertise of researchers, and to have early sight of the research programmes underway. Frequently this leads to lucrative industrial and Government R&D contracts being undertaken.

Technikal University of Berlin (TU)

The TU follows the policy of the EU, and a similar strategy to that of the US universities. Its core research competencies are organised into interdisciplinary collaborative research centres, with Deutsche Telekom’s sponsoring one of the largest groups.

This approach allows TU to participate fully across a range of EU programmes and initiatives, and supports much of the work of its collaborative research centres.

TU attaches great importance to its external research partners, many of whom are global companies. This strong relationship with industry provides external funding through:

· endowed chairs

· research projects

· exchange of researchers

The result has been extremely positive with TU Chairs attracting more than twice the German university average for external funding.

The University has an applications-orientated approach to its research which has attracted its industrial partners. In turn this strategy has nurtured knowledge exchange activity, with German-based technology companies taking up the opportunity to have researchers from TU work on industrial sites alongside their own industrial research teams.  
Implications

The approvals of Informatics and ProspeKT were given on the basis of the KE opportunities to create economic impact from some of the best ICT research in the world. These international models and opportunities presented can inform the work of the ProspeKT team as they move to the next phase of the project.  

SE’s current innovation strategy is focussed on an industry-led approach, encouraging businesses to play a strong role in future research and innovation activity. It is therefore even more critical that ProspeKT puts into action its industry-led relationships and outreach programmes. 

Understanding the strategies of the various SE industry groups, and the new management of the ITIs, will allow for an aligned approach from research from Informatics to KE and ultimately commercialisation through ProspeKT.
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� SE(05)118 Maximising the Economic and Commercial Benefits of the School of Informatics


� The total cost of the Forum was £42m, which was funded by the University (£8m), SFC Science Research Investment Funds (SRIF, £16m), donations (£2m), and the £14m from Scottish Enterprise. The £14m SE element was provided by the then Scottish Executive, ring-fenced for investment in the Forum.


� The Scottish Informatics and Computer Science Alliance (SICSA) is a collaboration of leading Scottish Universities. SICSA’s aim is to work together to consolidate and develop Scotland's position as an international research leader in informatics and computer science. 


� This company is named as company 25 in the confidential annex.


� This company is named as company 26 in the confidential annex.


� Source: ERI, University of Edinburgh


� OffPAT Advice Note 1/2009. The rationale for public sector intervention in Economic Development and Regeneration Programmes and Projects


� Policy rationale for Innovation Support. Report by Pro Inno Europe for European Commission, June 2008


� See � HYPERLINK "http://www.scotland.gov.uk/News/Releases/2008/11/17114051" \l "a1" \o "blocked::http://www.scotland.gov.uk/News/Releases/2008/11/17114051#a1" �http://www.scotland.gov.uk/News/Releases/2008/11/17114051#a1�
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Maximising the Economic and Commercial Benefits
 of the School of Informatics 2005 - 2015



Objectives


Responding to the threat from international competition


Enhancing Scotland’s international reputation


Attracting and retaining talent in Scotland


Excellence in industry engagement


Increasing levels of entrepreneurship


Maximising interdisciplinary research


The benefits of co-location


Funding


Knowledge transfer: £2.62m (SE)


People and Culture: £0.52m (SE)


PR, Brand and Public Outreach: £1.85m (SE)


Activities


Projected Impacts


A dedicated commercialisation team to pro-actively engage with industry


Refurbishment of two floors of Appleton Tower, providing 1,220m² of commercialisation facilities hosting the commercialisation team and a floor dedicated to industry collaboration.


Programmes and activities to encourage entrepreneurship and resultant company formation.


International promotion of the School of Informatics and leverage of its global alumni network


Employment
(Total)


Average Annual GVA


Spinouts


40


£2.14m


Start-ups


50


£1.78m


Researchers


104


£3.64m


Teaching Staff


35


£1.23m


Post-Graduate Researchers


150


£1.05m


Totals


379


£9.84m


+ £3.25m (University)



