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Chapter one

Introduction

Introduction

1.2 This report presents the findings of an evaluation of the Innovation Relay Centre Network Scotland (IRC) that was undertaken during September and October 2002.  The assignment was undertaken on behalf of Scottish Enterprise.

1.3 The brief specified four key outputs that were being sought through undertaking the research:

 An assessment of cost effectiveness and efficiency incorporating a discussion of the (quantitative and qualitative) benefits derived to firms through receiving the service

 A consideration of leading practice in the field of technology transfer

 To position the IRC service within the context of SE’s wider business transformation activities

 To design a monitoring and evaluation framework that can be used by the IRC and its LEC partners to present performance information.

1.4 In addition, the client was seeking an assessment of the fit of the IRC’s activities in relation to those of other innovation support measures in Scotland.

Methodology

1.5 Our methodology comprised five separate phases (Figure 1.1).  The two core activities of the IRC are described in detail in Chapter two, but may be summarised as providing information and advice to firms wishing to embark on collaborative (trans-national) EU research projects and to providing firms access to a technology transfer ‘database’ that links each of the 68 IRC organisations across Europe.  This database can be used to respond to opportunities for license, joint venture or other collaborative arrangements. 
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Population and Sample

1.6 The population comprised 105 projects and its distribution is presented in Table 1.1.

	Table 1.1 Population
	
	
	

	
	Pre 2000
	Post 2000
	Total

	RTD
	31
	29
	60

	TTT
	13
	32
	45

	Total
	44
	61
	105


1.7 These projects were undertaken by 80 firms indicating that 25 of the firms undertook more than one project.

1.8 In designing our approach, we constructed our sample based on information contained in the brief although we recognised that historical data was still being gathered when the brief was prepared.  The approach we initially proposed is set out in Table 1.2.

	Table 1.2 – Proposed Survey
	

	
	

	RTD
	

	Face to face interviews
	10 

	Telephone Interviews
	15

	Email/Web Survey
	Yes

	TTT
	

	Face to face interviews
	15 (organisations with signed deals)

	Telephone Interviews
	6 (organisations in detailed discussions)

	Email/Web Survey
	Yes


1.9 In practice, this proposed approach was altered to account for differences in the real population.  Specifically, the web survey was not undertaken as the population did not warrant such an approach (Table 1.3). 

	Table 1.3 Actual Sample
	
	
	

	
	FtF
	Tele
	Total

	RTD
	8
	6
	14

	TTT
	13
	6
	19

	Total
	21
	12
	33


1.10 The principal causes for the difference between the proposed and actual samples were:

 A number of firms had ceased trading

 A number of firms had participated on more than one type of project activity – this reduced the effective sample of firms available to contact.

Report structure

1.11 The report comprises five chapters.  Chapter two presents details of the context for innovation and technology support.  This is followed by a chapter describing the operation of the IRC and its relationship with its partners.  Chapter four presents the findings of our interviews with firms and is followed by a chapter setting out our conclusions and recommendations.

Chapter two

Context

The Innovation Relay Centre Network

1.12 In 1995, the European Commission established the IRC network. From April 2000, it has consisted of 68 Innovation Relay Centres throughout Europe including the EU, Bulgaria, Czech Republic, Cyprus, Estonia, Hungary, Iceland, Israel, Latvia, Lithuania, Norway, Poland, Rumania, Slovak Republic, Slovenia and Switzerland. These centres have been created to facilitate the transfer of innovative technologies to and from European companies and research departments. The IRC network promotes technology partnerships and transfer mainly between small and medium-sized companies (SMEs) in Europe. Effectively, the IRCs are innovation support service providers that are hosted mainly by public organisations such as university technology centres, chambers of commerce, regional development agencies and national innovation agencies. Most IRCs are set up as consortia (comprising a range of local ‘partners’). In total the network has almost 250 partner organisations. Each organisation involved in the network has an established reputation within their own region and country for providing specialist business or innovation support.

1.13 As members of a European network, IRCs connect local organisations to innovative capacity in other countries. They enable local companies to source the best available technologies to suit their needs from appropriate suppliers. The network also provides a channel through which firms can take their own technologies and know-how to new markets anywhere in Europe. 

Services

Research & Technology Development

1.14 The IRC Scotland activity spans two main areas, and the Commission’s emphasis (in funding terms) has shifted during the period covered by the review.  The first area, referred to as ‘upstream’, involves promoting the research initiatives of the Commission’s Framework Programmes.  The IRC disseminates information on the Programmes, their structure, priorities and themes in order to assist local organisations to participate in collaborative research.  Currently, the Commission is progressing from the Fifth Framework research programme to the Sixth Framework.

Sixth Framework Programme

The EU RTD Framework Programmes cover all Community supported activities in the field of research, technological development and innovation.  It is the EU’s main instrument for the funding of research in Europe.  The Programmes are open to all public and private entities, large or small. 

The Sixth Framework Programme (FP6) covers the period 2002 to 2006 and should be approved by October 2002. FP6 has a  funding value of €17.5 billion (approximately £11 billion).  This represents an increase of 17% from the Fifth Framework Programme and making up 3.9% of the EU’s total budget (6% of the EU’s public research budget).  

1.15 The FP6 programme is focussed on strengthening the European Research Area (ERA) in recognition that Europe’s R & D suffers from three main weaknesses: 

 Lower levels of investment than key competitors

 Weaker capacity to transform scientific results into products and services for commercial or social interest

 Dispersion of effort and fragmentation of activities.

1.16 In terms of funding allocation, the proposed budget comprises:

 Focussing and Integrating Community research - 13,345 million euros 

 Structuring the European Research Area - 2,605 million euros

 Strengthening the foundations of the European Research Area - 320 million euros

1.17 These are macro level figures.  At a level of a firm (in Scotland) a critical change of the move from Framework Five to Framework Six is the thrust toward having larger scale projects with a greater number of participants.  

Transnational Technology Transfer

1.18 We have presented the TTT Model in diagrammatic form below.  
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1.19 In addition to the pan European IRC database, IRC Scotland also accesses other information sources on behalf of its clients:
 CORDIS

 IdealIST

 Partners for Life

 Europabio

 BESTAS

 Kompass

 Dun & Bradstreet

 trade directories and catalogues from events

 the Internet. 

1.20 In addition, there are brokerage events, run by the thematic groups and smaller subsets of IRCs

1.21 Where a firm has a specific need to be addressed, it is recorded in the form of a technology request. This provides background details on the company and outlines their technology need in the context of their business operation.  The requests are usually prepared with input by the IRC and approved by the firm subsequently. Once agreed with the firm, they are posted on the IRC database for other IRCs and firms to review.

1.22 Separately, a firm may have a technology that it considers could be attractive in other countries.  In these circumstances, the firm would prepare an offer which is similar in style and content to a request but which focuses on providing details of the technology, process or IP that the firms wishes to ‘trade’.  Offers can be reactive (responding to a specific request) or proactive (where the firm is making a speculative proposition). 

1.23 The scale of the Network is considered to be one of its key strengths and it now covers a greater geographic area than any other technology transfer network in the world.  Firms have the opportunity to make contact with a wide range of firms operating in different countries.  Separately, the IRC also provides firms with access to a range of different local markets.

1.24 The IRC network was set up primarily to focus on SMEs.  However, in Scotland, the IRC team has seen a number of successful TTT projects where a request was issued by a large company, such as Nokia, Nestle or Roche, and the technology was provided by an SME.

Other Services

1.25 This evaluation concentrated upon the technology transfer services provided by IRC Scotland.  However, other services are provided by the IRC network in Europe:

 Automated matching services

 Technology brokerage events held throughout Europe

 Technology searching 

 Technology transfer advice and support for firms and organisations.

1.26 IRC Scotland’s involvement in these activities is growing constantly and it has promoted technology brokerage events in particular to its clients.

Good Practice

1.27 We undertook a review of technology transfer process reviews in order to identify areas of good practice.  Our research covered review of papers and reports from:

 OECD

 CORDIS – the EU innovation website

 Other publications, most notably a review of the TEURPIN transnational technology transfer project.

1.28 Two publications provide particularly relevant insights for the IRC, namely a review of ten years of SPRINT published by the Commission and prepared by Pricewaterhousecoopers and the review of TEURPIN.  While the SPRINT review dates from the mid 90s, its observations are still relevant to the process of supporting transnational technology transfer initiatives.

1.29 The TEURPIN model is relevant to the operation of the IRC.  It proposes that firms are classified as either technology providers or adopters and their position in the process is assessed differently in each case.  Providers and adopters are the primary players in the technology transfer process and it is they who will make the decisions to proceed at key stages in the process.  The TEURPIN experience suggests that it is essential that these primary players are not ‘distracted’ or interrupted by the inputs of other parties rather that their interaction is facilitated by a third party.  A facilitator (which in Scotland is played by IRC) ensures that the discussions evolve fruitfully.  The facilitator must be:

 Independent

 Knowledgeable

 Flexible

 A good communicator

 A good planner.

1.30 An interesting aspect of the TEURPIN model is that it is driven by a business need:

 To increase sales 

 To access a new market segment

 To enter a new geographic market.

1.31 Essentially, these are strategic aims for firms and technology transfer is a tool which can be used by firms to achieve their strategic aims.

1.32 The model comprises six stages as set out in figure 2.2.
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1.33 The practitioners recognise that a firm can drop out at any stage but three are critical:

 Assessment – firms drop out if the technology match is not strong

 Courtship – firms drop out if the personal or cultural chemistry between the two parties is not sound

 Strategy – firms drop out if the commercial fit is not good.

1.34 If overlaid on the TEURPIN model, the IRC input would appear to be heaviest at the front end of the process.  We return later to discuss how the IRC might be better integrated into the SE Networks strategic business support.

SPRINT

1.35 The SPRINT experience is informative in that it looked at the concept of Transnational Technology Transfer from the perspective of both the Public and Private sectors.  It observed that even the most commercially active practitioners achieve no more than one or two signed deals for every hundred leads.  This observation emphasises the importance of being selective in order to identify those prospects that offer the most potential.

1.36 The SPRINT review identified four key client attributes for success:

 Clear commitment by the firm to the project

 Willingness and preferably a desire to work with non-local organisations

 An affinity with the TTT Network’s typical client profile

 Financial solvency.

1.37 These observations and those of the TEURPIN provide pointers to consider when appraising the IRC’s selection and support of clients.  We return in Chapter five to consider these in more detail. 

1.38 The following chapter considers the IRC’s operation in detail and its links with partners.

Chapter three

IRC & its links to partners

The operation in Scotland

1.39 The IRC Scotland network has operated since 1995.  It has been funded jointly by Scottish Enterprise, its partners in Scotland and the European Commission. The funding profile is presented in Table 3.1.  These data have been derived through review of two Project Advisory Group (PAG) papers covering the period 2000/2002 and 2002/2005.  

	Table 3.1 – Funding for IRC
	
	

	
	2000/2002

[£]
	2002/2005

[£]

	SE
	377,379
	859,900

	HIE
	84,430
	£109,608*

	EU
	297,625
	410,000

	Total
	759,434
	1,269,900


* the figure for HIE relates to the period 2002 - 2004

1.40 Data on funding in the earlier years, based on a summary in the first of the PAG papers, indicates that the SE Network invested £342,000 between 1995 and 1999.

1.41 The total SE investment to March 2003 is therefore £1,385,034.

1.42 While SE’s funding of the IRC spans six years, the management of the project spans two separate phases.  Roughly speaking, these phases also reflect a shift in European funding – before circa 2000, the EU proportion of funding supported both RTD (‘upstream’) and TTT (‘downstream’) activities.  After 2000, the EU contribution was limited to the downstream activity alone.  

Structure

1.43 In the period to 2000, the contract was held by the EuroInfo Centre.  There is relatively little information available describing the funding, operation or targets for this period. 

1.44 In 2000, following a re-tendering process, Targeting Technology Limited, a technology support organisation, was successful in bidding for the contract which identified a number of key partners with which it would work.  These partners, along with their geographic areas of responsibility, are presented in table 3.1.

	Table 3.1 Geographic Distribution
	
	
	

	Area
	Partner
	Manager
	Team Members

	Highlands & Islands
	Highlands & Islands Enterprise
	Alasdair Munroe
	Norma MacDonald

	Tayside & Grampian
	Scottish Enterprise Tayside
	Kevin Bazley
	Jane Lawson

	Central Scotland, Edinburgh & the Lothians, Fife
	Stirling University Innovation Park
	Sandie McGee
	Kirsty Hall

	Lanarkshire, Glasgow, Dunbartonshire, Renfrewshire, Ayrshire, Dumfries & Galloway, Borders
	Targeting Technology Limited
	Dr David Hughes (to mid 2002)

Dr Arthur Slight (temporary)


	Bill Faerestrand 

Lucy Taylor 

Peter Walker

Jane Watters

Diane Greenlees (CoOrdinator)


1.45 The Network Co-ordinator is based at Targeting Technology Limited. 

Management

1.46 In management terms, the team members are employed by the partner organisations, and each person has a nominated manager who is responsible for both personnel issues and for overall ‘project’ management of the IRC Scotland activities within their respective areas.  These managers are remunerated through contracts with IRC for their management time.

1.47 In practice, management processes are handled slightly differently by each organisation, with some having more explicit processes for reporting, leadership and personnel issues than others.  On balance, staff were happy that they had sufficient support when required to address staff related issues.  

1.48 The position within Targeting Technology Limited warrants specific mention.  The Project Co-ordinator is based at Targeting Technology Limited. There have been a number of management changes following the departure of the Director in the early summer 2002.  Feedback from the team indicated that although they had a nominated line/personnel manager within TTL but that, effective line/personnel ‘management’ tended to be provided by the Project Co-Ordinator.  This position has evolved over time and there has not been a formal agreement.  It would also  appear to be the result of the active role played by the Co-Ordinator and the team in developing the IRC activity over the first 18 months of this contract:

 Discussions with the European Commission on the nature of the contract

 Recruitment of the team

 Preparing the bid for the 2002 – 2004 period

 Implementing comprehensive management and reporting systems

 Establishing the website (that has been recognised as best practice by the EU)

 Preparing a marketing strategy that includes details

 For linking with thematic groups

 For linking to SE’s Cluster Teams & relevant bodies

 Links to other IRCs (notably in Ireland)

1.49 When individual staff members based at TTL have a line/personnel management related issue, they tend to discuss this with the Co-Ordinator.  These issues are resolved efficiently but we would note that this responsibility is not officially that of the Co-Ordinator’s.  

Targets

1.50 Table 3.3 summarises the IRC Scotland targets and achievements since 1995.

	Table 3.3 Targets & Achievements

	
	1995 - 1999         Targets
	1995 - 1999 Achieved
	Apr 00 - Mar 02 Targets
	Apr 00 - Mar 02 Achieved
	2002-2005 Targets

	Upstream Activity
	
	
	
	
	
	

	Client Assists  *
	-
	-
	-
	267
	
	360

	Partner Searches *
	-
	-
	-
	370
	
	-

	Events *
	-
	-
	-
	10
	
	30

	Clients at Events *
	-
	-
	-
	252
	
	600

	Proposals Submitted *
	80
	122
	65
	31
	
	96

	Proposals Approved *
	22
	40
	22
	18
	
	53

	Downstream Activity
	
	
	
	
	
	

	Company Visits & Audits *
	400
	2000
	1000
	
	
	-

	Client contacts *
	
	
	2160
	5481
	
	5940

	Client assists *
	
	
	
	935
	
	972

	Technology Matches *
	60
	200
	360
	480
	
	600

	Negotiations entered into *
	-
	-
	-
	187
	
	120

	TTT agreements *
	16
	16
	18
	7
	
	24

	Other Successful Agreement *
	
	
	
	7
	
	-



* See Appendix 1 for a description of terms referred to in Table 3.3

1.51 At 18, the TTT targets for IRC Scotland are relatively high and the Co-Ordinator has discussed the possibility of their reduction with the IRC Unit in Brussels.  Presently, it is unlikely that any reduction will be allowed.  

1.52 For comparison:

 IRC Scotland with a population of 5 million and around 294,000 firms
 achieved 7 TTTs.

 IRC North Rhine Westphalia with a population of 18 million and around 660,000 firms achieved 24 TTTs

 IRC Tuscany & Umbria with a population of 3.5 million and around 95,000 firms achieved 7 TTTs.

1.53 These comparisons were derived through published figures from the respective IRCs.  In drawing comparisons, it should be noted that different member states have different approaches to innovation support and the IRCs will have different levels of in-house resources.

Consultations with Partners

Partner Organisations 

1.54 Three organisations were contacted:

 Connect

 Technology Ventures Scotland

 Bio-Industries Association.

1.55 There is a good fit of IRC services with those offered by each of the organisations.  None of those consulted felt that the IRC support duplicated that offered either by them or by other organisations.  This was particularly true for Technology Ventures Scotland and CONNECT, both of whom indicated that IRC could fill gaps in the support to firms and research bodies.  

1.56 The TTT support was viewed as being specialist and something that made IRC unique.  It was viewed as being a tool to which these organisations could refer their members or clients (as appropriate) when diversification related business development was appropriate.

1.57 There is scope for IRC to present its services to other intermediaries in both the public and private sectors.  Technology based firms tend to need venture funding and there was a view that the IRC could expand its service to a wider group of organisations active in this field.  They also tend to be more active in international markets and to be more research oriented and familiar with undertaking both business and research collaboratively.  Therefore, the essence of the IRC’s activity was considered to fit very well with the needs of these types of firms.

1.58 External partners recognise that the technology transfer process is resource intensive and that the nature of small companies’ growth plans frequently results in them shifting their requirements. This can result in them dropping out of negotiations after an investment in time by IRC.

1.59 Those who had contact with the IRC in the period 1995 to 2000 felt that the organisation’s profile had altered significantly in recent years (post 2000) and that it now appeared to be more active across a range of activities.  It also appears to be more hands-on in style and provides more relevant assistance to firms.

1.60 The IRC was seen to have a strong role for promoting ‘European’ issues.  In this regard, it was recognised that there were many potential providers of information on European issues but that the other bodies were not necessarily as knowledgeable as IRC on the detail of Research and Technology Transfer issues. The recent decision by Scottish Enterprise and the Scottish Executive to nominate the IRC as the lead body for promoting Framework 6 research programmes was viewed as being a good development.  The IRC has dedicated and knowledgeable staff and this was viewed as being of significant benefit to potential applicants.

The Scottish Executive, Scottish Enterprise National and Scotland Europa

1.61 The Scottish Executive, Scottish Enterprise and Scotland Europa all see the IRC making a valuable contribution.  They also consider the IRC’s approach of the past 18 months has focused on:

 recruiting the team 

 developing the IRC website

 putting in place appropriate management systems

 promoting the role of IRC to partner organisations

 building links within Europe and with other IRCs.

1.62 In addition, the IRC’s emerging role in leading the promotion of Framework 6 on behalf of the partners was also viewed as being a positive development.

1.63  Among those consulted, there was a mixed view on the correct position of IRC Scotland with respect to the SE Network’s own technology and innovation support activities.  Some felt that the TTT activity was more akin to trade development than to technology or innovation transfer.  Others felt that the process was clearly innovation driven and that it resulted in trade development occurring. On balance, the activity was considered to have a strong innovation focus but that it often resulted in increased trade.

1.64 It was considered that IRC could be better connected to SE’s technology and innovation policy making.  This is particularly true following the publication and adoption of A Smart Successful Scotland which emphasises the importance of knowledge and intellectual capital as a means of developing competitive advantage.  Essentially, the role of knowledge transfer has shifted in the past two years and the potential contribution of the IRC is more significant than was the case previously.

1.65 The issue of positioning is critical, being raised especially by the SE National contacts.  It was considered essential for the IRC to be linked closely to the policy making teams at SEN in order to ensure that its activities are better integrated.  There was debate as to where it should be located (Scottish Development International (SDI) or Competitive Business) and how any transfer might be effected – but the need to be better linked was agreed by all.  We return to the issue of location later (Chapter 5).  The location is important not just for IRC – through its activities, it has the potential to make a notable contribution to the Network’s KMIS technology, research and innovation targets. 

1.66 Scottish Development International considers that IRC could make a potential and valuable contribution to its activities.  It receives many requests from firms in the USA and Asia pacific regions that are seeking some form of collaborative relationship with firms in Scotland.  These are typically driven by a desire to form an alliance that will allow them to enter the EU market.  For SDI, the IRC has a potential strength of having knowledge of technology based firms  

1.67 On balance, those consulted seemed to understand the IRC’s TTT activity better than its RTD promotion.  It was also felt that there was a broad range of personnel across Scotland’s universities who were skilled in preparing Framework applications.  However, our review indicates that the IRC emphasises clearly the importance of supporting firms in their efforts to become involved in Framework research projects.  With regard to Universities, the IRC is very supportive of all institutions’ activity in this field and will help any institution that seeks assistance in making a submission.  It has also been active in promoting the changes proposed in Framework 6 to universities and research bodies.  However, if an institution wishes to prepare and submit its own application it can do so with IRC’s tacit support.

1.68 Having a coherent process for promoting Framework was deemed vital by consultees in SE, the Scottish Executive and Scotland Europa.   The IRC has invested effort to ensure that there is good communication between all parties on how activities should be implemented.

Local Enterprise Companies

1.69 The consultations with LECs involved either those individuals who were promoting trade development or those who were technology/cluster specialists.  

1.70 Awareness among Business Development Account and Client Management Executives appears to be mixed.  In those cases where a good relationship has been built with a LEC contact who understands the role that technology can play in developing a firm’s business, the involvement appears to be very good.  In these cases, there is good communication between the LEC personnel and the IRC team who are called in when appropriate.  The IRC’s potential contribution is understood and the scope/definition of the IRC’s involvement framed appropriately.  It is in these cases that a TTT deal appears to be most likely to result.

1.71 However, there are others in the LECs, including some of those with whom the IRC has worked, who do not appreciate the full range of services it offers.  This is probably a result of the specialist and focused nature of the IRC’s input and to the fact that it operates as a separate arm of the Network’s innovation support activity. We are aware, both from our consultations with the IRC Team and those with LEC personnel, that the IRC has actively promoted its service to LECs and technology support organisations through presentations and meetings.  

1.72 These findings support other work undertaken by O’Herlihy & Co. Ltd. at a networking event of specialist technology development staff across the Network.  Feedback from this group indicated that the advisors’ understanding of Framework programmes was limited, ranking as follows (where 1 is very poor knowledge and 5 is very detailed knowledge):

 FP 4,5 ranked 2.6

 FP 6 ranked 2.6

 TTT ranked 3.1.

1.73 Around one third of the respondents had promoted Framework Programme participation to firms.  

1.74 This feedback, from personnel across the Network who are responsible for technology issues, indicates that there is scope for IRC Scotland to continue to promote their service to LEC based business development staff.

1.75 In general LECs viewed the IRC network as being a separate, but associated specialist technology support organisation.  They felt that they could draw on its support when necessary but that this would be done in selective cases.

Positioning

Services to Technology

1.76 There has been a recent change in the position of Targeting Technology Limited.  Previously, it was located on the West of Scotland Science Park and had its own Chief Executive Officer and Board of Directors.  In October 2002, SE Glasgow restructured its technology delivery, and as a consequence TTL will effectively be positioned as one of two specialist support organisations (Services to Software being the other) operating from SE Glasgow’s offices.  In so doing, it is proposed that a new organisation may being created.   Staff from the Targeting Technology (including those employed by the IRC) are to relocate physically to SE Glasgow. 

The IRC’s role and Innovation Policy

1.77 The position of IRC relative to other innovation support measures in SE requires specific mention.  There are a number of national initiatives that form part of the SE Network’s portfolio of support (for example the Small Company Innovation Scheme (SCIS), LINK etc) and in both positioning and operation, the IRC is a close fit.  This is particularly true of its activity promoting Framework Programmes as the IRC has the lead responsibility for promotion on behalf of the SE Network, the Scottish Executive and Scotland Europa.

1.78 The IRC’s TTT activity tends to be linked closely to the LECs’ trade development support and the IRC team has built good links with a number of the Export Advisors.  This focus on trade development may be a result of LECs viewing the TTT as being an export tool rather than a means of growing the business through acquiring, trading or developing know-how with a foreign partner.  We feel that there is potential for the LECs to exploit more fully the potential for TTT to be used as part of a firm’s strategic growth activity.

SE KMIS System

1.79 The KMIS is a framework being developed by SE to capture its progress against key performance targets.  The aims, measures and targets are grouped according themes:

 Growing Business

 Skills & Learning

 Global Connections.

1.80 Historically, there has been a concern that the IRC activity and success has not been captured effectively by SE and consequently it has not been possible to identify accurately it contribution.  Part of our brief was to identify a system or approach that could facilitate better measurement.

1.81 Of the three aims above, two have associated measures that are particularly relevant for the IRC are set out in Table 3.1

	Table 3.1 KMIS Targets
	
	

	Theme
	Aim
	Measure

	Growing Business
	Increase Commercialisation of R&D
	· Increase number of new products launched and processes implemented

	
	Increase the use and commercialisation of knowledge and technology
	· The number of successful business application to SMART, SPUR, Proof of Concept, and EU Framework Programmes

· The number of businesses that have been approved or awarded SCIS

· The number of spin out enterprises (academic & firms)

· The number of licences transacted acquired by businesses in Scotland or granted to business outwith Scotland

· The number of new collaborative ventures, assisted by SE, that seek to achieve technology transfer or commercialisation of knowledge/ IP and that involve at least one university and company


	Table 3.1 KMIS Targets (cont.)
	
	

	Theme
	Aim
	Measure

	Global Connections
	Involvement in Global Markets Support the internationalisation of Scottish organisations
	· The number of organisations participating in international markets (exports & JV) both for the first time and through deeper participation


1.82 Three important points arise.  Recording of KMIS activity can only be undertaken by LECs.  It is not possible, with the current processes, for the IRC to record its activity separately or to flag those records submitted by LECs to SE.  Effectively, it appears that the IRC must keep a record itself that can be reconciled with data submitted by LECs. Second the IRC currently passes performance information to the respective LECs on a monthly basis.  However, the IRC is not clear on how these data are used and do not appear to receive feedback from LECs in this regard.

1.83 Third, the importance of innovation support measures within KMIS is increasing and the measures cited in the table above are under regular review.  Consequently, from an SE Network perspective (and especially from a LEC perspective).  The IRC can make a significant contribution to achievement of targets in this area.

1.84 The following chapter presents the findings of our survey.

Chapter four

Survey findings

Transnational Technology Transfer
Sample

1.85 Twenty of the companies interviewed were involved in TTT activity.  Seven (35 %) were regarded as ‘unsuccessful’ TTT cases. The thirteen “successful” TTT firms were interviewed face to face and the seven “unsuccessful” cases were interviewed by telephone. 

1.86 When reviewing the interview findings, there was little to distinguish between the successful and unsuccessful cases.  A number of the “successful” cases had actually resulted in an unsuccessful outcome.  It was decided therefore, for the purposes of analysis, to combine the two groups. 

Employment 

1.87 The average size of company involved in TTT activity is 31 FTE’s. The majority of companies (80%) are relatively small with employment of less than 50 FTE’s. However, IRC also appears to be reaching the medium sized companies with 20% of companies employing over 50 FTE’s.  The distribution of companies by employment size is shown in table 4.1.  

	Table 4.1: Employment 

	Employment (FTE’s)
	% of TTT companies interviewed

	0-5
	20%

	6-20
	47%

	21-50
	13%

	51-100
	7%

	101-250
	13%

	+250
	0

	Total
	100%


Current nature of activity 

1.88 Firms’ activity fell into four main areas of business:

 Manufacturing - accounting for 33% (6 firms) of activity, and includes the sensors, multi-media and toys sectors

 The medical industry accounted for 22%(4 firms) of activity, 

 Research accounted for 22% (4 firms) of activity, covering both institutions or universities and commercial companies undertaking research as a core area of business 

 Intellectual property and commercialisation accounted for a further 22% (4 firms) and included organisations and companies specialising in the commercialisation of research findings and intellectual property.

1.89 The above categories have been used as generalised descriptions in order to group together similar organisations by nature of business.  The categories do not refer or relate to SIC codes or other formal categorisation structures.

1.90 Just three firms fell outside these main groups.

External Support

1.91 Less than half (40% or 8 firms) of those consulted had an external contact for business and technology support. Six (30%) had received support from their Local Enterprise Company and two received support from other organisations.

Contact with IRC

1.92 The findings show that fifty per cent of the firms (10 firms) made their initial contact direct with IRC rather than through an intermediary.  Six other firms (30%) could not recall or were unsure how they initially made contact with IRC.

1.93 Of the ten firms who had made direct contact initially with IRC, four firms had contacted IRC themselves, five firms had been contacted by IRC directly (in person or by telephone) and one firm had made contact indirectly (through an IRC event or event attendance).

1.94 Of the remaining firms, the research found that two firms (10%) had been referred to the IRC by their Local Enterprise Company and a further firm (5% of the sample) had been referred by a specialist organisation (e.g. Targeting Technology and Forthright Innovation). 

IRC Positioning 

1.95 In terms of IRC’s positioning within the support network, the majority of firms (45% or 9 firms) considered IRC to be associated, but not part of, Scottish Enterprise.  Twenty-five percent (5 firms) saw IRC as an independent organisation and 20% (4 firms) thought IRC was part of the Scottish Enterprise network.  Ten per cent (two firms) were unsure or confused over its positioning.

1.96 One firm in particular saw IRC as an independent organisation but with core support from Scottish Enterprise. They felt that the role of IRC should remain independent, however that there were benefits of being part of the Scottish Enterprise network of which IRC could take greater advantage. 

Firms’ initial contact with IRC

1.97 According to the research, firms have approached the TTT activity from a positive trading position. Sales were increasing for over half (58%) of the firms when commencing the project and were stable at 34%. Sales were declining for eight percent of firms.   

1.98 The main IRC contacts identified by firms were: 

 Kirsty Hall (Central Scotland, Edinburgh & Lothians and Fife)

 Jane Lawson (Tayside and Grampian)

 Jane Watters (Glasgow)

 Peter Walker (formerly Ayrshire and South West, responsible for RTD promotion since April 2002)

 William Duffy (Glasgow).

1.99 A meeting was usually held between the firm and IRC at the commencement of the project. In all cases, IRC and the firms were the only organisations to attend the meeting. Generally, the meeting covered the following areas: 

 How IRC could be of assistance

 A general discussion about their business and what they were hoping to achieve, and 

 For one firm in particular the benefits of being involved in EU projects were discussed in depth. 

1.100 The outcome of this meeting included:    

 Preparation of a description of the company

 A summary of the firms key strengths

 Identification of companies’ key growth areas  

 Technology Request drawn up and posted on bulletin board

 Technology Offer has been drafted and posted on bulletin board

 Technology search undertaken 

1.101 Firms generally found it difficult to describe the Technology Transfer process applied by the IRC.  Firms mainly saw the process as involving an initial meeting with IRC, followed by the drafting of the offer or request which was then posted on the bulletin board. Where firms undertook other TTT related activity speculative searches for example of research organisations were undertaken and identification of market information. 

The project 

1.102 The type of TTT activity undertaken by firms is shown in Table 4.2. 

	Table 4.2: TTT Projects undertaken 

	
	No. of firms
	% of firms

	Made an offer - outward TTT  
	8
	40%

	Made a request  - inward TTT 
	4
	20%

	Other TTT activity i.e. technology search
	4
	20%

	Responded to an offer – inward TTT
	2
	10%

	Responded to a request - outward TTT 
	1
	5%

	No activity
	1
	5%

	Total 
	20
	100%


1.103 Forty-five per cent of firms made an outward TTT, either in the form of an offer (40%) or responding to a request (5% / one firm).  The offers tended to fall into one of three categories : 

 licensee agreements

 development agreements, and 

 joint sales activities. 

1.104 One firm responded to a request, an outward TTT, for partners to be involved in the development of a sustainable resource.  

1.105 Thirty per cent of firms (six firms), made an inward TTT, by responding to an offer (10% / two firms) or making a request (20% percent / four firms).  The two firms responding to an offer sought further information to that provided on the system.  In both cases, the offering firms have provided further information.  However the consultees stated that, although some of the information was useful, a lot of it remained vague. 

1.106 The requests made, an inward TTT, were more varied and consisted of :

 The identification of new products and opportunities 

 The identification of manufacturers

 The identification of distributors, and 

 Assistance with a manufacturing process. 

1.107 Twenty per cent of firms (4) were involved in “other” TTT activities such as: 

 technology searches 

 identification of suppliers, and 

 identification of companies for collaborative ventures.

1.108 There was only one case in which no activity was undertaken and this case applied to a “unsuccessful” TTT case whose business direction had changed. 

Requests

1.109 Three firms (15%) had sought ‘external’ help prior to contacting IRC.  Two of the companies worked with a network of support organisations including national development organisations and embassies, as well as local organisations. One firm received consultancy support to undertake a feasibility study.  

1.110 In two of the above cases, the external support received was very successful and was regarded as complementary to IRC.  However, in one case the external support had not been successful since the external organisations involved had been unable to identify suitable European manufacturers for the firm. 

1.111 Amongst the firms putting out a request or undertaking other TTT activity, three firms stated that finding a solution was very important to their business, one that it was important and two that it was of marginal importance. 

Offers

1.112 As shown in Table 4.2, eight firms submitted an offer.  On balance, the technology offered was a core activity of the business in five cases (63% of offers).  In two out of the three cases where it was not, the firms stated that although they had not considered the idea previously, it was complimentary to their business. In the other case, the offer involved a speculative search relating to a peripheral part of their business. 

1.113 None of the eight firms had offered their technology / solution to another organisation previously. 

IRC Support

1.114 Overall, firms use IRC to carry out a fairly narrow range of activities.  These fall into three main areas: 

 Help with drafting of the offer or request 

 Review of their overall business activity

 Identification of suitable organisations or companies

1.115 Firms were very positive about the support received from IRC when drafting their offer or request. Out of the twelve companies making an offer or request, seven (58%) worked closely with IRC to draft the proposal.  Generally, the company provided the key information or outline and IRC helped with the wording and the level of detail in the proposal.  The writing of the proposal tended to be a fluid process with the proposal passed back and forth between the company and IRC.  

1.116 In three cases (25%), IRC took main responsibility for the drafting of the proposal.  One company in particular stated that without IRC’s assistance at the drafting stage they would not have gone ahead with their offer.  One firm (eight percent), received its main assistance from an academic institution, however they noted that IRC helped to provide the slant to the proposal. 

1.117 Only one firm  undertook the drafting on their own without external support. 

1.118 When asked how the assistance could be made more valuable, four out of the twelve (33%) making an offer or request felt the service was very good and it did not need to be improved.  Five (42%) did not know how it could be improved and only three firms (25%) had suggestions for improvements. These were:

 IRC could be more proactive with regard to the planning of future support, and 

 There should be better co-ordination of support between Scottish Enterprise , IRC and the Business Gateways when drafting the proposal. 

Response to Offers and Requests

1.119 The number of interested enquiries varied between two to over 50 (see table 4.3).  The majority (43%) of firms received between five to ten responses. 

	Table 4.3: Interest in the offers or requests

	Number of interests
	No. of companies
	% of response

	1
	0
	0

	2
	2
	17%

	3
	1
	8%

	4
	0
	0

	5-10
	5
	43%

	11-20
	1
	8%

	20-50
	1
	8%

	50+
	1
	8%

	No response
	1
	8%

	Total 
	12
	100%


1.120 Three quarters of firms found the responses relevant 

 Six firms (50%) stated that the responses were relevant (five) or very relevant (one)

 Three firms (25%) indicated that the enquiries were partly relevant.  These companies had received a mixed response to the offer or request and in one case, three out of nine enquiries were serious leads that they were progressing, the remainder were speculative approaches. 

1.121 For three firms (25%) the responses were not very relevant.  One firm noted that the responses were not specific enough to meet their requirements or were too speculative.  In another case, the firm received responses from organisations looking for research funding rather than being interested in collaborative projects. 

1.122 There was no correlation between the number of responses and their level of relevance. 

Project outcome

1.123 The project outcome for the 20 firms with TTT activity found:

 Two firms, receiving other TTT support, provided details of a quantifiable economic impact 

 Two firms anticipated a future impact, but were unable to quantify what its scale

 Two firms have signed either a technical co-operation agreement or a draft licensing agreement 

 One firm is too early on in the process to comment, and 

 For fourteen firms no outcome had been achieved. 

1.124 Five out of the 20 firms (25%) consulted have, therefore, had a successful outcome from the TTT process.  Although, fourteen firms (70%) have achieved no recognised outcome, there are reasons behind this.

 In four out of the fourteen cases (29%), the TTT activity had developed leads with other companies.  These leads had failed for a variety of reasons and were outwith IRC’s control.  

 In two cases (14%), IRC provided possible leads to the companies but they had not followed them up due to lack time and resources.  In both cases, the companies stated that they were responsible for the lack of success.  

 In five cases (36%) the responses were not seen as relevant to the offer or request put out by the company.  In three out of the five cases, there was a mismatch of response to the offer or request.  In a further two cases, the responding companies  were seeking research funding rather than collaborative work as originally offered.  

 Finally, in three cases (21%), the responses to the offer or request were too general and the companies did not follow them up. 

1.125 In summary, eleven of the 20 consultees (55%) the IRC process was regarded as successful but led to an actual ‘recognised’ outcome for five (25%) of the firms.

Additionality

1.126 Companies were asked what they would have done if they had not received IRC support (see table 4.4).  The IRC support was either wholly or partly additional for 60% (12) of firms.  Thirty five per cent stated that the support was 100% additional and that they would not have continued with out the support.  

1.127 Partial additionality was identified in 25% of the cases, whereby firms would have either continued on a smaller scale, at a later date or been less likely to continue without IRC support. 

1.128 Only 25% (5 firms) stated that the IRC support was non-additional and that they would have undertaken the same activity at the same time without IRC support.  Notably, none of these firms had received an outcome as a result of their TTT activity.  

	Table 4.4: Additionality of IRC

	
	No.  of companies
	% of companies

	Would not have continued at all
	7
	35%

	Continued but on a smaller scale
	2
	10%

	Continued but at a later date
	2
	10%

	Been less likely to access or provide technology or product
	1
	5%

	Undertaken the same activity at the same time 
	5
	25%

	Unknown
	3
	15%

	Total 
	20
	100%


Impact 

Quantitative benefits

Sales

1.129 Two firms were able to quantify the benefits associated with the IRC support.  One of these had derived an impact to date while the other anticipated the impact being derived within six months (our figures are based on indicative orders).

1.130 The gross impact derived amounts to:

 £1 million to date

 £2.7 million in three years.

1.131 The figure for future sales uses a discount rate of six percent and assumes that 50% of estimated sales will be derived.   

1.132 Using data provided by the firms for bought-in goods and services, the LEC multiplier is 1.04 while that at the Scotland level is 1.1.  An income multiplier of 1.1 has been assumed.

1.133 Both cases were fully additional and exhibited low levels of displacement.

1.134 Net sales to date for the sample amounted to £1.3 million at the Scotland level.  Net future sales are estimated as being £3.3 million at the Scotland level.

Profit

1.135 Profit increases amount to £150,000 to date and £337,500 in two years.  

Employment 

1.136 Employment gains have been modest based on feedback from the two firms where quantifiable impact was identified.  This feedback suggests that around six jobs have been created to date and four will be created in two years.

Other business benefits

1.137 Positively, seventy per cent of firms (14) stated that their involvement with IRC had encouraged them to have further contact with them in the future.  Twenty-five per cent (five firms) were uncertain and only five percent (one firm) does not want further involvement with IRC. 

1.138 The feedback from the 70% of firms mentioned above was that: 

 IRC staff were rated very highly and kept in regular contact with the firms

 The service provided has been very efficient and effective

 The Tech Alert provides very useful information on the activities of others in the market place

 The leads provided were very good

 The TTT is a very good service, but that success depends on the level of match to the offers or requests made. 

 IRC is able to reach companies in Europe which Scottish firms tend to be unable to do unassisted. 

1.139 Of those that were uncertain about future involvement the main reasons were:

 They were not clear which other services IRC had to offer 

 They had only had limited IRC involvement to date and therefore it was too early to state whether IRC has been of benefit

 Although hypothetically IRC is a good idea in practice it has not lead to any positive leads

1.140 Only one firm does not want future IRC involvement stating that they have changed direction and no longer require IRC’s support. 

1.141 Sixty per cent of firms (12) derived associated benefits from working with IRC.  The benefits include: 

 developing new contacts with firms and organisations (six firms) 

 developing new networking opportunities (two firms) 

 tracking market trends through the Tech Alert and responses to offers (two firms)

 developing new business leads (one firm),and

 accessing European information (one firm). 

1.142 Five per cent (one firm) stated that it was too early to say whether associated benefits have been achieved and 30% (six firms) stated that they derived no associated benefits.  From the latter, 10% (two firms) stated that the lack of associated benefits was due to their inactivity rather than the performance of the IRC. One firm did not respond. 

Suggestions from firms 

1.143 Although, the findings found that at least 70% of the firms consulted will continue to use IRC, 45% (nine firms) felt that the service could be improved.  Overall there were a number of areas where companies felt the service could be improved:

 There should be greater “vetting” of the responses provided to firms to ensure a suitable match

 The offers or requests issued should be more specific

 co-ordination should be improved between the Business Gateways / LECs and IRC

 the promotion of the service should be improved and greater information should be provided to companies on the IRC process

 The Tech Alert should be more specific to firms requirements. Greater analysis should be undertaken using key word searches

 There should be greater planning of IRC support and support should targeted towards fewer companies. 

RTD Projects
Employment 

1.144 The organisations involved in RTD projects varied in size although the majority of organisations (85%) were relatively small with employment of less than 50 FTE’s. The distribution of organisations by employment size is shown in table 4.5.  

	Table 4.5: Employment 

	Employment Bands
	Nos. of Organisations
	% of RTD organisations interviewed

	0-5
	7
	54%

	6-20
	3
	23%

	21-50
	1
	8%

	51-100
	2
	15%

	101-250
	0
	0%

	+250
	0
	0%

	Total 
	13
	100%


Current nature of activity 

1.145 The nature of activity of firms fell into four main groups

 Environmental organisations accounted for 31% (four firms) of activity, covering wind projects and environmental recycling.

 Manufacturing accounted for a further 31% (four firms) of activity, and includes technology base manufacturing organisations.

 One firm was involved in research and another in commercialisation of research (15% of activity)

1.146 Three firms fell outside these main groups.

External Support

1.147 Just over half (53.8% or 7 firms) of those consulted had an external contact for business and technology support. The external contact in all cases was the organisation’s Local Enterprise Company.

IRC Positioning 

1.148 The sample firms were asked how they viewed the IRC’s positioning within the current business support network. 

1.149 Five of the thirteen firms (38%) considered the IRC to be “associated, but not part of, Scottish Enterprise”.  Three firms (23%) regarded IRC as an independent organisation and two firms (15%) considered IRC to be part of the Scottish Enterprise Network.  Of the remaining firms, two firms considered IRC simply “to be Targeting Technology” and one firm was unable to answer the question. 

1.150 Three organisations commented that the IRC provided value to their clients through the team’s primary focus on and greater understanding of technology.  This was considered beneficial over a purely business-orientated approach.  The LECs were considered to be more generalist in their knowledge and approach in comparison to the IRC Team’s specialist knowledge.

1.151 The perceived independence or separate identity of the IRC was viewed as beneficial and enabled the IRC to act swiftly on behalf of their clients. However, other aspects, such as a lower level of integration with the rest of the Scottish Enterprise network, were identified as potentially negative aspects that may require consideration.   

1.152 Therefore, the results show that the majority IRC clients view the organisation as either an independent organisation or an organisation that is associated, but not part of, Scottish Enterprise.  Firms, in general, noted this stance as a positive feature.

Contact with IRC

1.153 The findings show that initial contact with IRC was through a variety of routes.  Two of the firms had been referred to IRC (15%) by their LEC advisor and a further two firms had been contacted directly by the IRC team.  

1.154 One firm (8%) had contacted IRC initially and another had been referred by a University partner organisation.

1.155 Specialist organisations such as Targeting Technology and Forthright Innovation had referred two firms to IRC (15%). 

1.156 Four of the organisations (38%) could not recall or were uncertain where the first contact had originated.

Initial Meeting with IRC

1.157 A meeting was held between the firm and IRC at the commencement of the project. In all cases (eight firms) where it could be recalled, IRC and the firms were the only organisations to attend the meeting. Five firms were unable to recall who attended the meeting. 

1.158 Generally, the meeting followed a similar format to the meeting held with prospective TTT clients.  It was used to discuss the business or organisation and assess how IRC could assist.  

1.159 Following these meetings, IRC generally assisted with access to relevant contacts and funding sources.  In the majority of cases, the organisation was added to either the TechAlert or EurAlert (newsletter) information service providing details of potential projects by email.

1.160 As with TTT clients, the firms generally found it difficult to describe their initial involvement with the IRC and the process that was followed.  In some cases it was perceived to be an initial meeting with IRC, followed by addition to the TechAlert service.   

Project Details

1.161 Eight organisations were interviewed in detail about their projects.  The remaining five were unable to provide details of the project mainly due to the time that had elapsed since the project had been undertaken.  In these cases, the individual who had been involved in the project was either unable to recall the project in detail or had left the organisation.

Funding source

1.162 Of those eight organisations, the majority of the projects (seven firms and 87.5%) were funded through Framework Programme 5.  One project was funded through Framework Programme 4.

Research Experience

1.163 Five of the eight projects involved research and development (63%) with a further two applications (25%) for exploratory awards and one feasibility study.

1.164 Five of the eight individuals had previous experience of large research projects – three individuals (38%) had experience from university departments and two individuals through working as a researcher in a large company.  The remaining three individuals (38%) did not have any previous experience of large research projects.

1.165 Of the individuals who had research experience, three of the five (60%) considered it necessary to have previous research experience prior to any involvement in RTD projects as a key partner. One did not consider it necessary and the fifth individual did not comment.

1.166 Of the three individuals with no previous research experience, two of those three (66%) did not consider such experience necessary prior to involvement in the project.

Lead Partner 

1.167 Ten of the organisations commented on the partnership structure of their project.  Three of those organisations (30%) took the lead role on the projects.  The universities generally played a critical role in direction and development of the project. 

Project Value

1.168 The value of the project (both in terms of total project value and the Scottish allocation) was not information that was readily recalled by the individuals interviewed.  This also applied for projects that were currently in progress.  

1.169 Five of the thirteen organisations were able to provide project funding values.  The smallest project was for £22,500 but two thirds of the funds (circa £15,000) were retained by the Scottish organisation.  Other projects were of a greater total value but the percentage retained by the Scottish firms was lower. The details of project value and the percentage retained by Scottish firms are provided in Table 4.6 below:

	Table 4.6: Project Value and Scottish Percentage

	Total Value
	Allocation to Scottish Firms
	% Allocation to Scottish firms

	€ 3.45m 
	€ 845K
	24.5%

	€ 2.5m 
	€ 550K
	22.0%

	€ 1.2 m
	£ 20K
	1.7%

	£ 300K
	Unknown
	-

	£ 22.5K
	£ 15K
	66.0%



NB: mixture of Euros (€) and GBP (£)

Motivation for involvement

Seven of the thirteen firms (53%) cited access to funding as their main motivation for involvement in the projects. 

1.170 Two other organisations (16%) wanted to gain access to expertise or research that was necessary for their organisation to develop. A further two firms considered it as a route to markets in foreign countries. Two organisations did not comment.

Submission process

1.171 Five of the firms were able to comment on the submission process and time taken for approval to be granted.  Of those five, three firms (60%) obtained approval within six months, while one project took one year and another project took “several years” to obtain approval.  

1.172 The observation was made that, as the end of Framework 5 Programme  approached, the time required to achieve approval shortened.  

1.173 Four of the five firms (80%) had to resubmit their proposals to achieve approval.  Two projects were resubmitted once, another was resubmitted twice and the fourth was resubmitted “three or four times”.

Project outcome

Intellectual Property

1.174 In five cases (38%), intellectual property was produced and in two of those cases, the IP has been exploited.  However, it has been exploited by non-Scottish partners in the project.  Another firm has produced IP and their current project aims to exploit this.

1.175 Four cases (30%) cited that no intellectual property had been produced by the project and two projects were too early to state whether IP would be produced. Two other organisations did not comment.

Project Relevance

1.176 Five of the thirteen cases (38%) considered their project to be “very relevant” to their core business at the time of commencement.  However, one of those organisations noted that although it was very relevant, it was not critical to the success of their business.  Two organisations (15%) considered their project to be “relevant” whereas a further two considered the project to be “partly relevant”.  Four organisations did not comment.

Ongoing Relationships

1.177 Four of the organisations (31%) had developed ongoing relationships with SME partners as a result of the project.  Four organisations had not developed ongoing relationships and five firms did not answer or were uncertain whether this was the case.

1.178 One organisation considered the project to have changed their relationship with a university.  Six other organisations (46%) cited that it had not had any impact on university relationships.  In a couple of cases, however, the organisations already had existing relationships with University departments prior to the development of the project concerned.  There was no change in these existing relationships.

1.179 Also the level of research undertaken by the organisation, would appear to be largely unaffected by their involvement in the project.  Eight of the organisations (61%) said that their organisation undertook the same level of research currently as they had prior to the project.  Only one organisation, the same firm that cited improved relationships with their university partner, said that they undertook more research as a result of the project. 

Other Business Benefits

1.180 Three of the thirteen organisations (23%) said that they had seen associated business benefits from working with IRC.  Three organisations were uncertain whether the firm had achieved any other business benefits, primarily because their involvement with IRC or their project was at an early stage.  Seven organisations (54%) stated that there had not been any associated benefits.

1.181 Associated business benefits noted by firms included:

 New business leads

 Ability to access European information

 Increase in export-focus of the business

 Opportunity to establish relationships with universities

 Assistance with proposals

Additionality

1.182 Organisations were asked whether the project would have proceeded without the support of the IRC.

1.183 Of the thirteen organisations interviewed, two firms (15%) said that they would not have continued at all without the assistance of IRC.  Two other firms (15%) said that in the absence of assistance from IRC they would have continued with the project, but at a later date.  They estimated that the delay in their projects would have been up to six months and two years respectively.

1.184 Nearly half (46%) said that they would have undertaken the same research or development in the same time without the assistance of IRC.  Three firms did not comment (see table 4.7).  

	Table 4.7: Additionality of IRC

	
	No.  of organisations
	% of organisations

	Would not have continued at all
	2
	15.4%

	Continued but on a smaller scale
	0
	0.0%

	Continued but at a later date
	2
	15.4%

	Been less likely to access or provide technology or product
	0
	0.0%

	Undertaken the same activity at the same time 
	6
	46.2%

	Unknown
	3
	23.1%

	Total 
	13
	100%


1.185 Of those firms who would have undertaken the same research in the same time (no additionality) they displayed relatively little ongoing contact with the IRC. 

1.186 Therefore, the results indicate a low level of additionality for the RTD projects. However, the results should be considered alongside the other findings in this report.  Aspects such as early-stage projects, a lack of project details from some organisations and the involvement of other business support agencies would contribute to the lack of reported impact by the IRC’s work.

Unsuccessful Cases 

1.187 On interviewing the firms there was no distinguishable difference between those cases that were cited as successful and those that were recorded as “unsuccessful”.

Impact at the level of the population
1.188 Quantitative impacts were derived through TTT activity only. 

Sales

1.189 The data above relates to the sample and must be grossed up to the level of the population if it is to give a meaningful measure of performance.  Based on our survey, the grossing up process has been based on the assumption that sales impact will only be derived by TTT projects that generate a signed deal.  We interviewed five of the seven projects where deals had been signed.  Consequently, we use the 5:7 ratio for grossing up purposes.  This suggests that the level of sales impact for the population at the Scotland level is:

 £1.82 million to date

 £4.62 million in two years time.

1.190 This assessment is conservative given that:

 Impacts are being derived by firms that have been assisted since 2000

 TTT is a time intensive process – it may be too early to 

 Firms may derive benefits without having signed a deal so our process for grossing up may underestimate this benefit

 Our estimates for future sales assume 50% will be derived in practice.  We know from contact with one of the two firms that their trading conditions have changed significantly(for the better)  since our interview so the future sales estimate maybe an underestimate.

Profit

1.191 Net profit at the level of the population equates to £210,000 to date and £472,500 in two years.

Employment

1.192 Using the same process for ‘grossing up’ the sample data to the level of the population, we estimate that eight jobs have been created to date and that six will be created in two years time.

Overall

1.193 The assessment of impact requires further comment.  It was difficult to obtain information on benefits from firms that were assisted before 2000.  The impact data presented were derived for cases supported since 2000.

1.194 Since 2000, the investment by the Network was £377,000 on a total project investment of  £759,000 with the £342,000 having been invested in the period 1995 to 1999. The impact derived (£1.3 million to date and £4.6 million in two years time) allows performance ratios to be derived for the activity: 

 Based on expenditure in 2000/2002 and benefits in 2000/2002

 1:3.5 SE expenditure: net sales to date 

 1:8.75 SE expenditure: net sales in two years

 Based on expenditure from 1995 to 2002 and benefits in 2000/2002

 1:1.8 SE expenditure: net sales to date 

 1:4.6 SE expenditure: net sales in two years.

1.195 This return on investment is reasonable and given that two firms anticipate benefits in the future but were unable to quantify their scale and that one of the firms interviewed has successfully received support for significant expansion since the interview, our estimate of future impact is likely to be conservative.

1.196 The following chapter presents our conclusions and recommendations

Chapter five

Conclusions and recommendations

Objectives

1.197 The objectives for SE’s support of the IRC were set out in the Project Advisory group paper PAG(99) 152 and may be summarised as follows:

 Overall, support was given due to the IRC’s contribution to the SE Network’s agenda for supporting innovative and far-sighted organisations

 The IRC was considered to make three core contributions

 Improve firms competitiveness

 Assist in the commercialisation of R&D and in technology transfer more generally

 Facilitate the take-up of EU research results.

1.198 On review, the IRC has contributed to improving competitiveness and encouraging commercialisation and technology transfer.  Its influence of RTD take-up has been less successful as none of the firms we contacted had exploited the research results of the projects in which they had participated.

1.199 Firms are clear that they value the service and that they respect the team members’ skills when providing advice.

Research & Technology Development

1.200 The IRC’s role is primarily to generate awareness of the scope for Scotland based firms to be involved in transnational collaborative research.  Four key findings emerged through our survey:

 Firms derived funding benefits from their participation

 Scotland based firms did not exploit the intellectual property derived through participating in the consortium but their EU counterparts did

 Firms derived a number of associated benefits through involvement

 Encouraged to undertake more research

 Broadened their international focus 

 Encouraged firms to undertake more collaborative research, occasionally leading to their decision to the project co-ordinators on subsequent projects

 Encouraged firms to be more specific when defining the scope of the research in which they participate

 Involvement in RTD projects led firms to build links with universities (both UK and abroad) and enhanced firms’ international focus.

1.201 We would note the specific feedback from firms indicating that they found it difficult to keep the direction of the project on-course. 

 We recommend that the IRC continues its current approach of encouraging firms to ‘shape’ the project design thereby maximising the likely value they will derive and to push the Project Co-Ordinators to keep to the research brief.

1.202 Separately, some firms noted that they also found it difficult to obtain payment on occasion.  There is little the IRC can do in these cases but they can be clear, when encouraging firms to participate, that payment can be ‘slow’.

When promoting participation on FP6, we recommend that IRC Scotland manages firms’ expectations and covers issues of payment schedules specifically with the potential applicants.

Proposal Development

1.203 Those who were project co-ordinators cited specific cost constraints associated with preparing the proposals and meeting relevant personnel in Brussels.  The proposed introduction of the Proposal Assistant Fund should address this constraint.

1.204 As none of the firms had exploited the research findings or anticipated exploiting them in the future, it was not possible to attribute sales related economic impacts
. This finding contrasts with the apparent performance of the other European partners who tended to exploit the research. 

Role for IRC

1.205 There is a marked shift proposed in the focus of the Framework Programme and it is likely that the role of small participants in particular may be different in the future.  Therefore, we feel that there are a number of aspects on which IRC Scotland could focus firms activity, namely: 

 Emphasising the importance of deriving value through their involvement

 Indicating their role in shaping the scope and implementation of the project

 Explaining the role of the CoOrdinator and their responsibility both in steering the project and in managing payment to the participants

 The opportunity for firms to match their growth plans to the project’s research output where possible.

1.206 The appointment in April 2002 of a dedicated staff member to promote RTD across Scotland is already achieving a ‘return’ and should continue to do so in the future.

Transnational Technology Transfer

1.207 Feedback from firms indicates that the IRC is of value in different ways.  Many firms that receive the Techalert  service use it to scan for technology developments and to monitor the activity of competitors. Of this group, most appear to be content to confine their interest to receiving information on opportunities.  

We recommend that IRC Scotland continues to provide TechAlert and EurAlert services.

1.208 Firms seem to want differing levels of detail from the Techalert service: 

 some like its breadth and use it to ‘scan’ the market for technology developments and their competitors’ activities

 in contrast, others would like IRC to sift the information on their behalf through use of keywords.

1.209 This points to the scope for IRC Scotland to provide tailored information where possible. 

We recommend that the IRC Scotland assesses the feasibility of offering a tailored/ differentiated service and if so, acquires details of the firms’ information preferences when making visits.

1.210 In addition, when a firm takes action, they tend to seek further information (on a regular basis) on the other firms’ offers and requests.  This can lead to confidentiality agreements being signed where the information is detailed or commercially sensitive.  However, in most of these instances, the firms’ interest wanes as the detailed information indicates that:

 The ‘proposition’ is fundamentally different to that outlined in the original database posting

 The technology is inappropriate

 The proposition requires a level of financial investment that is inappropriate for the Scotland based firm

 The Scotland based firm’s trading position alters

 The Scotland based firm loses interest.

Converting contacts to deals

1.211 We recognise from our own experience and from our review of the good practice information that Technology Transfer initiatives are relatively resource intensive and that considerable effort can be required to convert a firm’s initial interest into a signed deal. Most IRC clients are small firms and therefore have limited personnel and financial resources available to dedicate to the technology transfer process.  (The profile of firms in Scotland reflects that of other EU member states).

1.212 Even when the initial contact with potential partners points to a good fit in terms of the technology, a successful ‘deal’ requires that there is a shared understanding and agreement on how the technology is exploited and taken forward.  If there is divergence at any point in the process, the negotiations often stop.  There must be a fit on several levels:

 Technology – does the opportunity fit technically

 Culture – is there a cultural fit between the two parties

 Strategic – when the opportunity is exploited, will the result be good for both firms.

The need for selectivity?
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1.213 Figure 5.1 demonstrates the scale of the ‘funnelling’ effect that applies to the IRC’s activity.  Presently, for each TTT deal signed, the IRC undertakes:

 783 client contacts 

 133 business assists

 69 technology matches.

1.214 The analysis of contacts suggests that there are circa 1000 clients assists for every 14 signed deals.  Our interviews with firms suggest that some proceed very rapidly to the ‘agreement’ stage while others absorb a considerable amount of IRC resource but fail to deliver.  

1.215 Based on the SPRINT experience, 69 matches per deal signed would appear to be a typical conversion rate. However, there is a significant ‘funnelling’ (roughly 10:1) from contacts to technology matching.  Based on these data, we consider that there is scope for IRC to offer a more explicitly differentiated service where those who exhibit significant commitment to acquiring know-how or technology receive more intensive support.  In essence, we suggest that greater selectivity is adopted and that conscious decisions are made to support those firms that are likely to follow the process through to its completion.  This will require ‘active’ management of client portfolios, shifting resources across the client group as the need arises.  Critical appraisal criteria for identifying those firms with greatest potential could include:

 Commitment to take action

 Desire to work with non-locally based organisations

 Affinity to work with similar firms in other countries

We recommend that IRC Scotland applies greater selectivity when working with its client firms, channelling resources towards those clients that offer the greatest potential for a signed deal.

1.216 For the clients’ benefit, it will be important for the IRC and its partners to establish that Technology Transfer is the correct process for the firm to use in order to achieve its goals.

IRC Targets

1.217 This reality, that points to a complex interaction between technology, strategy and culture is probably the main influence of the targets for IRCs that, on first sight, appear relatively low.  However, the IRC Scotland targets appear to be relatively high:

 in the light of changes by the Commission that narrowed the definition of what is allowed to be considered

  in comparison to previous periods targets

 in comparison to targets for similar IRCs.

1.218 We understand that the European Commission has indicated that it is not willing to adjust these targets, so we suggest that the IRC works to achieve as good a result as possible and that it proposes more realistic targets for future funding rounds.

KMIS

1.219 As explained earlier, the IRC’s potential contribution to achieving SE’s KMIS targets is significant.  However, as explained above the number of signed deals is likely to be relatively low.  It will not be possible for the IRC to have its activity recorded separately as KMIS monitoring and measurement relates solely to the LECs’ activities.  Presently, IRC performance data is collected by LECs presumably for submission to SE.

1.220 We consider that there is scope for the IRC to promote more actively to the LEC Business Development staff the contribution it can make to their performance targets.

Personal (Team) Targets

1.221 There is scope for the top level IRC Scotland targets to influence targets of individual team members.  To date, we understand that individual targets (for activity, deals etc) have not been set but feel that it may be helpful if these were introduced in the future.  

1.222 If targets are set, we would suggest that they comprise a mix of activity and conversion metrics, reflecting our comments above relating to the importance of the Team being more selective when working with firms in future.  

1.223 The introduction of personal targets and the respective measures should be derived through discussion with team members.

We recommend that IRC Scotland considers introducing targets for team members.  We also recommend that if targets are introduced, they should reflect both activity and ‘conversion’. 

Positioning and linkage

1.224 It was clear from our consultations that the SE Network and its partners felt that the IRC could be better integrated into the Network’s innovation support activities and that its potential contribution was not being fully realised.  It was also clear from firms that they considered the IRC was closely linked, but separate from SE and that this independence could be both positive and negative.

1.225 Feedback from Scottish Development International (SDI) indicates that there is a potential role for the IRC to support SDI’s response to requests for assistance with Joint Ventures from the Asia Pacific and USA regions in particular.  Should the IRC respond to these requests, it will be important for it to establish the likely effort and resources required to service these requests as it will not be possible to record them as impacts from the European Commission’s perspective.

1.226 The LECs currently have a number of innovation support measures that can be used by firms.  The IRC’s input complements these but we feel that it presently more ‘remote’ being delivered by an external organisation.  To improve this situation, there is scope to reposition it alongside the other nationally delivered measures and we recommend in the following section how this might be done. 

1.227 The positioning of RTD support is clearer than that for TTT.  It has been agreed by all partners that the IRC has the lead role for promoting Framework Projects in Scotland.  Where RTD is understood by Network personnel, the IRC’s role is appreciated but we feel that it should continue its process of information presentations to enhance understanding further.

When discussing its services with the LECs’ business advisors, we recommend that IRC Scotland emphasises the importance of identifying and selecting firms where the transfer of Intellectual Property or Technology fits with the firms’ business development aspirations

Links to other IRC contacts

1.228 The IRC Scotland has enhanced its links with other IRC organisations in Europe, especially in Ireland.  It has also enhanced its participation on Thematic Groups.  These have been positive moves that are likely to engage IRC Scotland more effectively in pan-European networks and raise its profile

We recommend that IRC Scotland continues its efforts in building links to other IRCs and enhancing its representation on Thematic Groups

Position of Co-Ordinator

1.229 To facilitate better integration of the IRC’s activities we feel that the ‘positioning’ of the Co-ordinator is key.  Based on feedback from our consultations and selective interviews with firms, we suggest that the Co-ordinator should operate more closely with SE’s Growing Business Directorate.  By so doing:

 The profile of the IRC would be enhanced

 The IRC would be seen throughout the Network as a core element of SE’s technology and innovation support measures complementing SCIS, SPUR, SMART, LINK

 IRC co-ordination would be better integrated at a National level

 Links to SDI’s trade development activity could be enhanced.

1.230 We appreciate that such a change will require approval of the European Commission but anticipate that this would be agreed given SE’s position as the lead economic development body in Scotland.

We recommend that the IRC Scotland CoOrdinator should be based within the Competitive Business Team at Scottish Enterprise.

1.231 To date, the CoOrdinator has also acted as a de-facto people manager for staff based at Targeting Technology Limited.  This development suited both the team and the CoOrdinator.  However, in future, we suggest that the roles are split with that the team members concerned being allocated a dedicated manager based at Targeting Technology Limited.

We recommend that staff based at TTL be nominated a dedicated ‘person’ manager.

Strategic Influence of the IRC

1.232 In those cases where deals were signed and in particular sales derived, it was clear that the technology transfer process was a tool the firms used to achieve their wider growth plans.  In process terms, if we look at the TEURPIN process model, it is where the IRC input contributes to Phase Four (Strategy) stage, not just the earlier stages.  The IRC has the potential to have a more strategic influence, and can build on its current market position to develop this.

1.233 We feel that it is important that the potential of IRC’s contribution is available to be fully utilised by firms.  In terms of Network activity, this essentially means being applied more actively and appropriately by LEC business development staff.  Assisting strategic growth is a key aim of the SE Network’s Client and Account Management staff and the TTT process has greatest potential impact when applied strategically

Future focus

1.234 Looking to the medium term, there is scope for the IRC to consider the potential of developing its offering in at least two ways:

 Through expanding the range of technology sources and technology transfer networks it accesses

 Through considering its links to commercial consultancies not just LECs.

1.235 Presently, the main ‘source’ of technologies is the IRC trans-national database.  In the future, there is scope for the IRC to utilise other potential sources too.  In so doing, the range of opportunities open to firms would be increased as would the likelihood of a close match being made.  We recognise that this will require careful resource management as deals signed through routes other than the IRC database may not be recognised for recording purposes to the Commission.

We recommend that IRC continue to monitor the availability of new information sources and databases that can benefit its clients.

1.236 The influence of the IRC is enhanced each time a transnational deal is signed by a firm in Scotland.  Presently, the IRC team works with the LEC business development staff.  LECs adopt different approaches to business development and several use third party consultants to deliver support on their behalf. 

1.237 The technology transfer process could be very useful for strategy and business development consultants.  Effectively, this group could provide a different ‘conduit’ to the customer and are also likely to understand the potential value of the service to them and their clients.  

We recommend that IRC Scotland promotes its services to commercial strategy and business consultants who specialise in business development and expansion

We also recommend that IRC Scotland considers making a stronger representation to trade associations and representative bodies in Scotland, presenting the benefits of TTT and RTD that might be derived by their members. 

Wider Developmental activities

In-house systems

1.238 There was unanimous agreement among the SE Network and Scottish Executive consultees that the time invested introducing management processes, reporting  systems  and networking with other EU members was time well spent.  The IRC Scotland’s operation was now more transparent than was the case previously. 

Links to other IRCs

1.239 The IRC Scotland has initiated contact with other IRCs, most recently Ireland, with a view to building greater levels of co-operation.  A number of project leads have resulted to date.

We recommend that IRC Scotland continues its effort in building its links to other IRCs 

Research Themes

1.240 Selected staff members have been allocated responsibility to be involved in selected Framework research themes.  This requires that they attend regular meetings and generally keep abreast of developments in their area. 

We recommend that IRC Scotland continues to enhance its representation on Thematic Groups

Overall

1.241 Overall, we are in agreement with the consultees who felt that it was essential to take  the time to make this investment over the past 18 months in order to build a sound operational platform for the future. With this infrastructure in place, (as suggested above) we also consider that it will be appropriate for the IRC to place greater emphasis on its support to firms and specifically to place greater emphasis on converting cases with potential to signed deals.

1.242 The IRC Scotland network has developed significantly over the past two years.  It has achieved a good level of impact within this timescale and, based on current projections, there are indications that it will continue to do so in the future.

There is merit in the operation being better integrated within SE’s wider innovation activity and we recommend that the funders consider the positioning of the Co-Ordinator within SE rather than within one of the delivery organisations as is the case presently.

1.243 We would also suggest that the IRC focuses on ways to encourage those firms that exhibit most potential to exploit the opportunities that are identified and target resources at those who might generate most return.




























































































































� Reference: ScottishDevelopmentInternational.com – figures correct at November 2000


� We considered the research funding as an input, not an impact
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Figure 2.2 - TEURPIN Model
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