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Dear Hazel

Thank you for the opportunity to comment on what is overall an impressive framework upon which to create action plans for Scotland to harness the value now and in the future residing in its science and innovation. On behalf of the Intellectual Assets Centre I would only wish to comment on those themes where our own activities might have a direct bearing, which are themes 3 (Intensifying knowledge exchange between academia and business) and 4 (Expanding business innovation). 

In respect to the former (Theme 3 Intensifying knowledge exchange between academia and business) this has been a direction in public policy –making in Scotland for some years with some notable success in the various schemes and programmes.  Commentators in this area appear to agree that one of the most substantial contributions which HEIs and FE Colleges in Scotland can make is to develop graduates who can make a rapid and immediate contribution to business in Scotland.  There may be a danger of a growing gap between employers’ hopes and expectations and the ‘market-readiness of graduates’. People often comment to me on the success of the Knowledge Transfer Partnership (KTP) (previously the Teaching Company Scheme) which is essentially a knowledge transfer involving individuals, organisations and individual academics.  This makes me wonder whether the transfer of knowledge when mediated through people and relationships such as in the KTP programme, overcomes some of the difficulties experienced in technology transfer. Many of the other programmes tend to focus more on the diffusing of ideas and technology and perhaps less on the human capital?  This is not to say that the commercialisation agenda of universities is not to be further developed but additionally to recognise that increasing the touch points between small business and academia through providing valuable individuals as well as than valuable ideas and technology could result in a much more effective policy.   For the Scottish Executive Science and Innovation framework to be successful the dialogue between academia and business needs to be seen as more two-way. Thus the emphasis from industry and commerce would need to be more demand - pull than technology - push.  Research proposals might more often cite the needs of businesses in Scotland as the reason for starting a research project as opposed to the iterative unfolding of research projects based upon previous research whose origins may only tangentially be related to ‘here-and-now’ specific business problems and issues.

Given the nature of Scottish businesses (with, for instance, a substantial business service sector) there is a dearth of management innovation. Scotland is certainly not alone i this regard as it is a worldwide problem. Scotland might benefit substantially from greater investment in management innovation (where the outcomes would be greater value creation from the management of the business in contrast with the use of new technology for the development of new products). In this respect the management sciences and social sciences might have a greater role compared with the natural sciences.  More encouragement could be given to the development of:

· Social innovation (as arises from our social enterprises and internationally with the likes of wikipedia and the Grameen Bank) 
· Public sector non-technology focussed innovation (e.g.new ways of managing local authorities and how to harness the social capital of city-regions for instance); 
· Financial services innovation 
 In all these categories there could be a valuable and informed contribution from academia in Scotland.

In respect to Theme 4 whilst the underlying message that Scotland lags behind its competitors in terms of business expenditure in R&D there is increasing evidence1 that the figures may be distorted and that traditional measures of R&D using the likes of the Frascati manual to define R&D do not pick up the nature of innovation in the UK and particularly, it could be argued, in Scotland.  The ‘High Tech’ sector accounts for about 8% of the economy whereas the likes of business and professional services and of course the public sector have much higher impacts on our economy.  This means, by using the current measurement methodology, countries like Finland and other Nordic countries are more favoured. However there is still an underlying gap in Scotland’s business expenditure in R&D which the framework document has highlighted.  This consultation may be an appropriate time to review the robustness of the so-called ‘pipeline’ theory of innovation upon which it is claimed much of public innovation policy-making both in the UK and in Scotland appears to be built. The theory that ideas are created in universities and then through the innovation pipeline are diffused to industry to turn into technology and then to commercialise does not appear to reflect much of the complexity of how the market operates.  In line with comments above concerning the role of academia a means of recognising such complexity may be to fundamentally change the nature of the dialoguing between academia and business so that there is less asymmetry and a greater reliance on perhaps shorter but more frequent interventions both ways rather than formal commercialisation contracts and lengthy negotiations over the ownership of end products. Access might then be seen to be a lot simpler and easier.  Greater interaction between the FE sector and business (particularly small business) might see particular impetus to business innovation.  The involvement of our HEIs in helping to introduce innovation in the tech, low tech and public sectors might really make a substantial impact on innovation.

The fact that innovation is often hidden from stakeholders (funders, banks, investors) could be a partial break on investment in innovation and the recent report from the EC called RICARDIS (the Reporting of Intellectual Capital in Research and Development Intensive SMEs) highlights this issue and how it might be ameliorated.  This is an area where the Intellectual Assets Centre almost uniquely can help businesses. The innovation process can be improved when businesses have a thorough understanding of the intangible assets they have at their disposal and how to adequately protect, safeguard and then exploit such assets as a key input to innovation.   Looking at the management of intellectual assets may not only promote innovation at the micro level of the firm but also at the macro level of the nation, regions and cities.  The development of science and innovation (and particularly around some of the other themes in the framework such as promoting science careers and increasing public engagement with science) may be affected by intervening variables such as the cultural facilities available to people, the availability of modern and convenient housing which is affordable et al). Action which arises out of the framework which tries to directly impact upon some of the document’s laudable aims might be less effective than anticipated because some more structural and ancillary areas are not being developed at the same time.  An integrated framework would see science and innovation in the context of the Ideopolis or the knowledge city (see the work of the Work Foundation in this regard).  If we look to what is happening around the world the policy interventions are perhaps seen as quite fundamental and focus on the very big picture.  Initiatives such as the World’s Intelligent city, Cyberjaya,in Malaysia are very large scale quantum leaps in terms of how seriously our economic competitors are taking these matters.

Finally I would perhaps counsel consideration as to how we can encourage Scottish companies to be excellent imitators.  As set out in the 2005 publication based upon the Fraser of Allander lecture series (New Wealth from Old Nations) by Alexander, Ashcroft et al, most of the innovation which will be useful to Scottish companies will not originate in Scotland. Businesses will need to be good at seeing what is out there and what might be valuable when combined with their own knowledge and assets. This means being good at not infringing others’ intellectual property, being good at combining, good at negotiating license deals and then protecting that which they own.  Technology transfer, often from beyond our own shores, is one of the key skills in encouraging innovation and again reinforces a rethink of the dominant pipeline theory of innovation. 

These comments see then the development of a science and innovation framework with very much an outward-facing global perspective where Scotland as small nation finds its niche in relation to the others who are all trying to do the same thing.

I hope these observations will contribute to the debate over the articulation of the framework for science and innovation and look forward to the results of the consultation process.

1see for instance the recent report from NESTA  Research Report October 2006 The Innovation Gap – Why public policy needs to reflect the reality of innovation in the UK
Iain Russell

Chief Executive

Intellectual Assets Centre
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