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Executive Summary

Introduction

1.2 This report presents the findings of an evaluation of the Innovation Relay Centre Network Scotland (IRC) that was undertaken during the summer of 2004.  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: identify the actual and relative performance of IRC; review the measures and targets set out in the SE paper, SE PAG(02) 38; review the measures and targets set out in the EC Contract for the IRC 4.47; compare with other IRCs in EU; compare with other initiatives that help firms commercialise technologies through collaboration agreements.

Methodology

1.4 Our methodology comprised: a mix of consultations with IRC and its partners in delivery; a survey (telephone and face to face) of users.  On completion of the draft report, possible future options were considered as part of a discussion between Scottish Enterprise Growing Business Team and Scottish International Operations. 

The Innovation Relay Centre Network

1.5 In 1995, the European Commission established the IRC network. Presently it consists of 72 Innovation Relay Centres throughout Europe. 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 mostly between small and medium-sized companies (SMEs). IRCs 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. 

The operation in Scotland

1.6 The IRC Scotland network has operated since 1995.  It is funded by Scottish Enterprise, Highlands and Islands Enterprise and the European Commission. The IRC receives £500,827 per annum with £136,569 of this total allocated to ‘upstream activities’.  These principally cover promotion of Framework Programmes 6 and 7 (FP6 and FP7) and assisting firms to prepare FP6 submissions.  This activity is fully funded by Scottish Enterprise.

1.7 The remainder of the contract relates to Transnational Technology Transfer (TTT also known as ‘downstream activity’) and is part funded by the EU.  The total funding for downstream activity amounts to £364,528 (Scottish Enterprise £175,623 (~60%) and EU £120,900 (~40%)). In addition, Highlands and Islands Enterprise provides a total of £12,000 towards the cost of Coordination.  In terms of support to firms, the IRC downstream service is relatively narrowly defined.  The advisors: will screen potential applicants according to their technical need/strength and their commitment to engage in a collaborative transnational project; assist the firm to shape the " Technology Offer" or "Technology Request"; will put pressure on other IRCs to respond once there has been some indication of interest; will discuss with the firms their tactics when engaging in negotiations and in some instances will attend these discussions along with the firms representatives. In addition to this one-to-one service, IRC Scotland has been actively engaged in around eight events, some of which are linked to the activities and priorities of the Thematic Groups.  

Issues 

Context

1.8 There has been considerable change over the past two years with staff departures being a specific issue. Since the last evaluation, the Project Coordinator and two advisors have left.  With these departures, the partnership structure also changed with the withdrawal of Stirling University Innovation Park Limited.

1.9 Highlands and Islands Enterprise has remained a partner throughout and sees IRC Scotland as an important asset.  However, they have radically changed their approach and now outsource innovation support - previously personnel with these skills resided ‘in house’.  

1.10 Senior Executive1 of Competitive Business was nominated as the main point of contact between the IRC and Scottish Enterprise.  This has resulted in improved communication between the IRC and SE through regular team meetings (both with executives and the Project Coordinator).  Senior Executive1's involvement led to increased emphasis on engagement of both Local Enterprise Companies and SDI.

1.11 The IRC appointed (2003) Marketing Principals International Ltd to undertake a review of its operation and make recommendations on how it might improve future service delivery.  Based on feedback from the consultees, it is clear that it helped clarify both the focus and interaction between IRC, its partners and its clients.

Activity

1.12 The previous evaluation highlighted the need to improve the conversion of initial leads to signed TTT deals.  The IRC has reviewed its processes and has significantly changed its contact management procedures.  

1.13 The profile of IRC activity is complex.  Our analysis of IRC performance data for the period of the evaluation indicates that:

 Upstream (FP6)

 seven organisations have been successful (covering 19 projects)

 three organisations of being "retained for funding" (covering four projects)

 for six organisations, IRC has played a key role, but no outcome has been achieved to date (covering 18 projects)

 Downstream (Transnational Technology Transfer)

 Lowland Scotland - 39 organisations were assisted and engaged in 103 negotiations

 There were 59 organisations where IRC has been involved in some depth but where there had been no tangible outcomes to date

 Highland Scotland

 14 firms "managed" through the IRC database but no outcomes to date

1.14 In terms of downstream achievements, in the period from 2000 to 2004, 17 organisations (15 in Lowland Scotland and two in Highland Scotland) signed a total of 19 TTT deals.  Since the start of the 2004 financial year, nine organisations have signed a total of 13 deals.

1.15 As part of the evaluation, IRC reviewed historical data on business assists.  These data indicate that IRC provides around 450 ‘business assists’ per year.

Transnational Technology Transfer

The content of a Technology Offer/Technology Request

1.16 Firms considered the form filling to be dull and suggested that there is scope to include additional information (pictures/supporting data) that would help people at the other end understand better what was on offer or what was required.  Presently, all offers/requests must pass through the central IRC unit in Brussels and be approved by it.  There may be scope for IRC Scotland to discuss with this unit whether changes of this kind to the content are allowable.

1.17 Several of the face to face interviewees indicated that IRC Scotland was more active and professional than some of their European counterparts.  That said, three interviewees suggested that the process of negotiation (seen as being the most time-consuming, frustrating and drawn out element of the overall process) could have been shortened significantly if they had been able to visit the other partner early on.  Specifically, they questioned whether firms in Ireland were receiving extra support to do this.  They proposed that IRC Scotland could derive benefit from enhancing support in this area.

1.18 There are a number of key points relating to the survey:

 Most of those who have successfully achieved a deal have made ‘offers’

 Firms are generally small (<20 employees)

 Where an IRC Advisor had left, continuity of support often diminished or disappeared

 Firms that have been through the overall process find the ‘information sharing’ and ‘negotiations’ stages the most difficult and time-consuming

 IRC advisors are viewed as being ‘very effective ‘with an average effectiveness score of 6 (out of 7) and the quality of service is considered very good (same score)

 Firms are more likely to engage in a European project as a result of IRC involvement

 60% of firms cited an improvement in their competitiveness as a result of IRC involvement

 all interviewees who had received a measurable level of support would recommend it to another firm - the benefits cited include

 The firm gets access to information, resources and regular updates

 IRC help with completing applications and presenting proposals

 The firm gets access to larger investors

 The process allows firms to broadcast technology and test its attractiveness to possible investors and partners

 The firm gains access to a Europe wide network

 Firms are introduced to possible partners and can see mutual benefits.

1.19 There were a number of aspects that firms felt made the IRC service unique:

 the ability to make targeted contacts in Europe

 access to a narrowly defined but very powerful service - the service might best be described as being "inch wide mile deep"

 access to a strategic service - it encourages firms to review their technology or know how and consider how it might be exploited on a wider geographic basis through linking with firms that are largely similar to them in terms of size and activity

 it helps firms become more competitive

 firms receive mentoring support/encouragement from the IRC executives - this is valued by them

 IRC Scotland is seen as being an honest broker.

Recommendations for Downstream Activity 

We recommend IRC continues to build on its links with SDI and LECs 

We recommend IRC continues to build on its links with relevant trade bodies

SE and IRC should be clear on their respective client targeting criteria

When an IRC staff member decides to leave, we recommend that the IRC manager allocates a new (temporary) internal contact and ensures that the departing employee informs all of their client firms of the new contact’s name

We recommend IRC reviews the scope to improve the ‘dynamism’ of the submissions it posts on the IRC database, taking cognisance of the protocols that apply

IRC should assess ways to ‘fast-track’ the information-sharing and negotiations processes.  Firms suggest that early contact between the negotiating parties shortens the negotiations time-frame

Framework Programme 6

1.20 When compared to the previous evaluation, there has been considerable change to the support offered to firms engaged in Framework Programmes most notably through the launch (in April 2003) of the Scottish Proposal Assistance Fund (SPAF). Of the 200 FP6 Craft projects that met the approval threshold, 80 were funded across Europe with 20 of these being in the UK.  Two of the successful UK projects received SPAF assistance. In addition, IRC Scotland helped firms make applications under the Marie Curie Programme.  

1.21 There have been 62 applications to the SPAF, of which 44 were accepted and funded.  The remainder comprises as follows: five firms offered a SPAF grant but who did not take it up; two applications are pending; 11 applications were rejected. Given the high attrition rate of proposals in general, having six retained for funding would appear to be successful.

1.22 Satisfaction with the quality, effectiveness and scope of the advice is very high. The positive comments from those interviewed make it clear that the FP6 advice is adding value to the organisations supported.  The availability of the other IRC services and the shared client base also lead us to conclude that the advice should be provided alongside the main IRC service, wherever that sits.  

1.23 Currently, the advice depends on one IRC Advisor’s (IRC Advisor4) knowledge and experience.  This is a risk to the continued service.  

1.24 Many good applications fail.  Organisations need encouragement to keep applying and conversely, inexperienced organisations need to know the likelihood of success before investing a lot of time and effort.  

FP6 Recommendations: 

We recommend that the FP6 service is continued. 

We recommend a sample of projects is surveyed annually by phone (not by paper questionnaire) either by IRC or a third party, with the emphasis being on how support could be improved. 

We recommend that other IRC staff begin to acquire a level of FP6 knowledge similar to that of IRC Advisor4 who has delivered this service for the past.
We recommend that IRC uses different media to explain to firms the benefit of its support

We recommend that consideration is given as to how an organisation about to make an application could be identified and offered support.

Links

1.25 Linkage to partner organisations (trade associations) and to Scottish Enterprise operational divisions has increased significantly since the last evaluation was undertaken.  This is evident through: IRC advisors having a hot desk (one day per week) in each nominated LEC; hot desking with specialist teams in SDI; joint support of trade events with Trade Associations and representative bodies (BioIndustries Association, MX Alliance, Medical Devices in Scotland). The IRC representatives also attend meetings of the Trade Partnerships. 

1.26 The IRC Scotland has strengthened its relationships with other IRCs.  Specifically, it has good working relationships with IRC Ireland, IRC Norway and has also built a successful relationship with IRC Finland on the back of opportunities with Nokia.  In the latter case, this led to five firms being introduced to Nokia as a result of which the Nokia UK representative visited Scotland and engaged three firms through "evaluation licences".  

Consultations

1.27 For Scottish Enterprise network consultees, better integration was seen as being paramount and was anticipated would bring improved focus on the priorities of the SDI and Scottish Enterprise.  In addition, the IRC Scotland executives were considered to have valuable skills and be professional in the way they delivered their service.  Specifically, their understanding of the IRC database, the Offer and Request process, negotiations/discussions about IP and technology ownership and generally their awareness and understanding of EU innovation issues were all viewed as being strengths and valuable to the SE network.

1.28 The current focus of SDI on both trade development and knowledge transfer makes IRC Scotland an important potential resource for them, specifically their expertise in negotiating TTT agreements.  But there is a difference in client profile - it is unlikely that SDI would choose to work with the small firms that dominate the IRC client base.

1.29 There is an inconsistency between the targeting of IRC Scotland and that of SE’s Account and Client managed firms and the Clusters and priority market approach of SDI.  In IRC’s favour, small technology firms in niche markets receive support whereas otherwise they might not. In addition, the IRC Scotland approach mirrors that of the Commission’s guidance on selection. 

1.30 Both of the external organisations consulted felt that the broad scope of IRC Scotland's focus was good and it meant that firms operating in sectors that were not covered by SE Clusters or SDI priority targets, but who had good technology, could still receive support.  They also viewed the IRC support as being targeted and specific in terms of the offering to their firms - hands-on assistance with negotiations coupled with information on opportunities through their TechAlert service.

The uniqueness of the IRC

1.31 There are number of factors that we consider make the IRC Scotland activities unique:

 IRC Scotland can find a single (unique) business located in Europe with whom locally based firms can partner - this is done on a one-to-one basis and no-one else offers this type of service

 it provides access to new business networks

 IRC Scotland offers firms access to the IRC database which is unique

 it deals with a very broad range of client needs

 firms have indicated that they do not have time to dedicate to this type of activity - the IRC makes resource available for them to identify new contacts and helps them to select the appropriate ones to follow up (this contributes to the high additionality)

 the IRC Scotland executives can match a firm’s technology to a market opportunity

 when a local firm makes contact with a potential partner in Europe, the foreign firm is more likely to respond than if the Scotland based firm made a cold call – this is a direct benefit of using the IRC database.

 IRC staff are technologically conversant (and can have a strategic influence on firms’ technology development activity)

 due to its specialist nature, IRC does not overlap with other forms of public sector support (from the firm's perspectives).

Progress to date

1.32 All of the recommendations made in the previous report have been implemented, most fully. 

Impact

1.33 The impact attributable to the IRC downstream activity is significant.  Table E1 contains the relevant information.

	Table E1 Impact - Downstream
	
	

	
	To Date
	Anticipated Impact estimated in 2 years time

	Programme Cost* (4 yrs)
	£1.457Mn
	£1.457 Mn

	Cost to SE* (4 yrs)
	£701,052
	£701,052

	Gross Sales Generated
	£1.9mn
	£13.72 Mn

	Net Sales generated
	£6 Mn
	£27.48 Mn

	Net Employment
	6
	59

	Net Sales per £1000 spent by public sector (inc EU)
	£4,118
	£18,860

	Net Sales per £1000 spent by SE
	£8,550
	£39,192


* Assumes that 2004/05 Downstream funding is representative of previous years

1.34 It is important to note here that the net impact is that on the economy. The reasons it is of a larger numeric value than the gross impact are: the additionality is very high; displacement is negligible; multipliers are relatively high (given the nature of IRC clients’ activities).

1.35 Timing is key to IRC impact attribution.  There was considerable case activity in 2003.  As it typically takes 18-24 months to conclude a negotiation, it is unlikely that sales will start to accrue from these deals much before mid 2005.

Chapter one

Introduction

Introduction

1.36 This report presents the findings of an evaluation of the Innovation Relay Centre Network Scotland (IRC) that was undertaken during the summer of 2004.  The assignment was undertaken on behalf of Scottish Enterprise.

1.37 The brief specified five key outputs that were being sought through undertaking the research:

 Identify the actual and relative performance of IRC

 Review the measures and targets set out in the SE paper, SE PAG(02) 38

 Review the measures and targets set out in the EC Contract for the IRC 4.47

 Compare with other IRCs in EU

 Compare with other initiatives that help firms commercialise technologies through collaboration agreements.

1.38 We set out below the methodology we followed when undertaking the research.

Methodology

1.39 Our methodology comprised five separate phases (Figure 1.1).  The 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 network comprising 72 IRC organisations spanning 32 countries in Europe.  At its core is a database which can be used to respond to opportunities for license, joint venture or other collaborative arrangements. In addition, IRC delivers technology partnership brokerage events and technology missions.
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Report structure

1.40 The report comprises five chapters.  Chapter two presents details of the context for innovation and technology support and the local operation.  This is followed by a chapter presenting the views of our consultations 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.  The report concludes with a short chapter presenting outline options for the future.

Chapter two

Context

The Innovation Relay Centre Network

1.41 In 1995, the European Commission established the IRC network. Presently it consists of 72 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.

1.42 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 focusing on Europe but ultimately with a global reach. 

Services

Research & Technology Development

1.43 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.  ‘Upstream’ activity 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 Sixth Framework research programme to the Seventh Framework.

Sixth/Seventh Framework Programme

1.44 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 was approved in 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).  

1.45 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.

In terms of funding allocation, the proposed budget comprises:

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

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

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

These are macro level figures.  At the level of a firm (in Scotland) a critical change of the move from Framework Five to Framework Six was the thrust toward having larger scale projects with a greater number of participants.  We present later details of the conversion of FP6 applications – SMEs now find it more difficult. 

Transnational Technology Transfer

1.46 We have presented the TTT Model in diagrammatic form below.  
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1.47 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. 

1.48 In addition, IRC Scotland organises brokerage events and Trade Fairs that complement the activities of the thematic groups.

1.49 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 prepared to an agreed format, usually with input by the IRC and are approved by the firm subsequently. Once agreed with the firm, they are posted on the IRC database for other IRCs and firms to review.

1.50 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 firm wishes to ‘trade’.  Offers can be reactive (responding to a specific request) or proactive (where the firm is making a speculative proposition). 

1.51 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.

1.52 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

1.53 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.

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

The operation in Scotland

1.55 The IRC Scotland network has operated since 1995.  It is funded by Scottish Enterprise, Highlands and Islands Enterprise and the European Commission. The funding profile is presented in Figure 2.2.  This data have been derived through our consultation with the Project Coordinator. 


[image: image3.wmf]Fig 2.2  IRC Funding (2004/05) and Downstream Application

Downstream

Upstream

SE - £175,263

EU - £120,900

£136,569

•

  Management

•

  Service delivery

SE Sub Total ~ £296,163

£500,827

Total

£

£

£

£

Estimation

of Downstream effort

%

80

60

40

20

10

30

50

70

C

l

i

e

n

t

S

e

r

v

i

c

e

s

Support 

Services to 

Network

Downstream

Management

   

HIE - £39,495

EU - £28,600

HIE Sub Total ~ £68,095

Networking

Best Practice

Advisory Group


IRC Consultations 

Context

1.56 There has been considerable change over the past two years.  Staff departures have been the most notable factor with IRC Co-ordinator1, IRC Advisor11, IRC Advisor6, IRC Advisor5 and IRC Advisor8 all having left within this period.  In addition, IRC Co-ordinator2 joined the organisation as the Project Coordinator in May 2003.  IRC Advisor2 provided interim cover for four months after IRC Co-ordinator1 moved to Strathclyde European Partnership.  We will see in the following section (survey findings) that maintaining client continuity is an issue and we return to this in our conclusions and recommendations.

1.57 Highlands and Islands Enterprise introduced a new structure to their innovation support activity.  Presently they outsource innovation support whereas previously this resided in house.  The IRC is considered to be one of several specialist organisations available to deliver an innovation support service within the Highlands.

1.58 Following the staff changes and the renegotiation of the contract with Targeting Innovation, Stirling University Innovation Park Ltd, a previous partner in the consortium decided to terminate its involvement.

1.59 Senior Executive1 was nominated as the main point of contact between the IRC and Scottish Enterprise.  This has resulted in improved communication between the IRC and SE through regular team meetings (both with executives and the Project Coordinator).  Senior Executive1's involvement led to increased emphasis on engagement with both Local Enterprise Companies and SDI.

1.60 The IRC appointed Marketing Principals International Ltd to undertake a review of its operation and make recommendations on how it might improve future service delivery.  This work was undertaken between April and September 2003.  Based on feedback from the consultees, it is clear that it helped clarify both the focus and interaction between IRC, its partners and its clients.

Organisation and staffing

1.61 The previous evaluation highlighted the need to improve the conversion of initial leads to signed TTT deals.  The IRC has reviewed is processes and has introduced a significant change for contact management.  Historically, IRC Advisor1 was the lead point of contact for the TechAlert and EurAlert services.  Consequently, she was inundated with a very broad range of enquiries.  This position has been changed to appointing Lorna McLean to manage initial inquiries to the Centre.

1.62 In Lowland Scotland, staff resources are allocated based on a mix of geographic and sectoral responsibilities.  The geographic allocation is presented in table 2.1 below.  The table shows both the historical and current staff allocation.

	Table 2.1 Geographic Coverage
	
	
	
	

	Historical Allocation
	
	Current Allocation

	Responsibility
	Area
	
	Responsibility
	Area

	IRC Advisor3
	Tayside, Grampian
	
	IRC Advisor3
	Tayside, Fife

	IRC Advisor5
(left mid 2004)
	Ayrshire, Edinburgh and Lothian, Dumfries & Galloway, Borders


	
	IRC Advisor7
	Glasgow, Dunbartonshire, Borders, Dumfries & Galloway 

	IRC Advisor6
(left mid 2003)
	Forth Valley, Fife, Edinburgh & Lothian
	
	IRC Advisor9
	Grampian (with IRC Advisor7), Glasgow, Ayrshire, Dumfries & Galloway

	IRC Advisor7
	Fife, Dumfries & Galloway, Borders
	
	IRC Advisor1
	Forth Valley, Renfrewshire

	IRC Advisor1
	Glasgow, Renfrewshire, Dunbartonshire
	
	IRC Advisor2
	Lanarkshire, Borders, Edinburgh & Lothian

	IRC Advisor2
	Lanarkshire, Renfrewshire
	
	
	


1.63 In terms of sectoral coverage, the allocations are presented Table 2.2

	Table 2.2 Sectoral Coverage
	

	Sectors
	Responsibilities

	Energy, Engineering, Environment
	IRC Advisor9 (Targeting Innovation)

	IT, New Technology, Creative Industries/Media
	IRC Advisor1

	Life Sciences
	IRC Advisor2

	Food
	To Be Appointed

	General IRC support
	IRC Advisor3


1.64 In Highland Scotland, IRC Advisor10 was appointed in place of IRC Advisor8.  IRC Advisor10 has a strong administrative background.  She reports to IRC Manager1, the Innovation Manager at Highlands and Islands Enterprise.  From our review of the performance data, the conversion rate in the Highlands and Islands Enterprise area has been relatively low over the past two years.  The signed TTT cases relate to the previous period with none having been achieved during the past two years.

Activity

1.65 The profile of IRC activity is complex.  Our review of the database indicates that:

 Upstream

 seven organisations have been successful (covering 19 projects)

 three organisations of being "retained for funding" (covering four projects)

 for six organisations, IRC has played a key role, but no outcome has been achieved to date (covering 18 projects)

 Downstream

 Lowland Scotland - 39 organisations assisted and engaged in 103 negotiations

 59 organisations where IRC has been involved in some depth but no tangible outcomes to date

 Highland Scotland

 14 firms "managed" through the IRC database but no outcomes to date

1.66 In terms of downstream achievements, in the period from 2000 to 2004, 17 organisations (15 in Lowland Scotland and two in Highland Scotland) signed a total of 19 deals.  Since the start of the 2004 financial year, nine organisations have signed a total of 13 deals.

1.67 We will see in the following chapter that these deals can be broad ranging, spanning confidentiality agreements through to equity investments.

1.68 In terms of their input to firms, the IRC downstream service is relatively narrowly defined.  The advisors:

 will screen potential applicants according to their technical need/strength and their commitment to engage in a collaborative transnational project

 assist the firm to shape the "offer" or "request"

 will put pressure on other IRCs to respond once there has been some indication of interest

 will discuss with the firms their tactics when engaging in negotiations and in some instances will attend these discussions along with the firms representatives.

1.69 In addition to this one-to-one service, IRC Scotland has been actively engaged in a number of events, some of which are linked to the activities and priorities of the Thematic Groups.  These events include:

 Biotechnology Crossroads (Nantes) in September 2003 - one firm achieved two high-quality leads

 Medica (Dusseldorf) in November 2003 and at which the IRC ran a partnering event that complemented the main programme

 Mission to Paris in April 2004 which four IRC firms attended.  One firm achieved three high-quality leads while contacts for a second looks likely to yield a signed deal

 Blue Bio Net event organised by IRC Scotland (Oban, Argyllshire) in June 2004 - this brought together firms and research institutes active in aquaculture and received very positive feedback from the industry and Bio Industries Association

 Thistle Biotech - this is a BIA event and through links established between IRC and BIA, it is proposed to have Thematic Group Members attending the conference in 2005

 Mission to Nokia (Finland)

 Electronics Scotland is planning to have an IRC Brokerage meeting at its conference in 2005 following productive discussions with IRC this year.

 Mission to Turin.

1.70 We present in more detail in Chapter four, covering the nature of the input of the IRC advisor to firms.

Framework Programme 6

1.71 When compared to the previous evaluation, there has been considerable change to the support offered to firms engaged in Framework Programmes.  In November 2002, the concept of the Scottish Proposal Assistance Fund (SPAF) was put forward.  The fund was launched formally in April 2003.  It is designed to encourage firms who would not otherwise engage in a Framework Project and firms who are more experienced but who may be having difficulty funding the creation of a proposal.

1.72 Historically, the success rate for FP5 was in the order of 20%.  Most of these projects were submitted on the CRAFT programme.  This conversion rate fell sharply following the introduction of FP6.  Across Europe, the second call of CRAFT attracted 1000 projects of which 200 were deemed to have met the threshold.  Of the 200, 80 were funded across Europe with 20 of these being in the UK.  Two of the successful UK projects were supported through SPAF.  

1.73 In addition, IRC Scotland helped firms make applications under the Marie Curie Programme.  Historically, success has typically been around 5% but following the IRC assistance, this rose to around 20% of those helped.

1.74 There have been 62 applications to the SPAF, of which 44 were accepted and funded.  The remainder comprises the following:

 five firms offered a SPAF grant but who did not take it up

 two pending applications 

 11 rejected applications.

1.75 Of the projects that were submitted to the European Commission:

 34 failed to attract funding

 17 are pending - these have a chance of being supported but the probability is low

 six have been termed "retained for funding" - this categorisation indicates that the project will have around 80% likelihood of receiving funding but the terms of the grant and its scale remain to be finalised.

1.76 Given the high attrition rate of proposals in general, having six retained for funding would appear to be successful.

The TTT

1.77 It has emerged over the course of the evaluation that some observers view that the IRC TTT as being similar to an agency or distributor agreement between two parties, one in Scotland and one abroad.  We would emphasise here that while the process of entering into the negotiations and agreeing to terms with another party might be similar, the content and focus of the discussions are quite different.  For the IRC, the focus is on intellectual property (IP), technology or some other form of technical know-how.  The focus of the agreement is either to gain a financial return on the IP or some form of collaborative arrangement for increasing the value of the IP through joint development/exploitation.  

1.78 The focus of a trade agreement will usually assume that the product or technology does not require development - the agreement is enabling a firm in Scotland to gain access to a new geographic market for the product.  So while the process may be similar the focus and terms of the agreement are very different.

1.79 We feel that this is an important and fundamental point to consider when looking at the positioning of the IRC activity relative to that of other parts of the SE network and partner organisations.

Links

1.80 Linkage to partner organisations (trade associations) and to Scottish Enterprise operational divisions has increased significantly since the last evaluation was undertaken.  Linkage can be split into two areas.  First in Tayside, IRC Advisor3 is located within the Scottish Enterprise Tayside business support team and as such is well integrated with that group.  Second, both IRC Advisor1 and IRC Advisor2 now hot desk at their nominated local enterprise companies one day a week.  Separately, they attend regular meetings at SDI (typically every fortnight) and produce a bimonthly report on issues relating to the IRC that may be of relevance to SDI and its client firms. The IRC representatives also attend meetings of the Trade Partnerships. This link to SDI reflects the change in its focus (around 18 months ago) to support knowledge transfer as well as trade transfer.

IRC-IRC

1.81 The IRC Scotland has strengthened its relationships with other IRCs.  Specifically, it has good working relationships with IRC Ireland, IRC Norway and has also built a successful relationship with IRC Finland on the back of opportunities with Nokia.  In the latter case, this led to five firms being introduced to Nokia as a result of which the Nokia UK representative visited Scotland and engaged three firms through "evaluation licences".  Attendance at the event in Finland was supported by the SE Electronics Team but we understand that SDI had previously declined support.

Trade Associations

1.82 Contact with trade associations has improved.  IRC has close working relationships with Electronics Scotland and the Bio Industry Association (BIA).  Feedback (presented below) from both of these organisations has been very positive.  It is also clear that these organisations considered that IRC adds significant value for their members.  IRC Scotland also has a close relationship with the MX Alliance and Medical Devices in Scotland (MDIS).

Targets and funding

1.83 We present in Appendix 1 details of the current terminology for classifying IRC activities.  Its principal performance target is to achieve 32 signed agreements over the four-year life of the contract.  The funding details have been presented in figure 2.1 above.  

1.84 The IRC receives a total of £500,827 of which £136,569 is allocated to upstream activities.  These principally cover promotion of FP6 and assisting firms to prepare Framework Programme submissions.  This funding is covered in its entirety by Scottish Enterprise.

1.85 The remainder of the contract relates to downstream activity.  Downstream activity includes:

 TechAlert services

 Organizing missions, attendance and representation at partnership brokering events 

 networking with IRCs and representatives of the Thematic Groups

 assistance to firms in preparing Offers or Requests

 posting Offers and Requests on the IRC database and liaising with counterparts in foreign IRCs

 advising firms’ negotiations, licensing and other relevant activity.

1.86 The EU only provides support for downstream activity.  The total funding for downstream activity amounts to £364,528, with the breakdown as follows:

 Scottish Enterprise £175,623 (~60%)

 EU £120,900 (~40%).

1.87 In addition, Highlands and Islands Enterprise provides a total of £12,000 towards the cost of Coordination.

1.88 The key point to note from Figure 2.2 is that the bulk of the effort invested by IRC is in downstream activity.  Given that their contract with the Commission requires them to achieve their target for TTT, the balance between assisting firms and networking activity would seem appropriate.

1.89 The previous contract had 11 work packages.  The current contract has three and this is deemed to be more manageable.  Certainly, from our review it is more focused on downstream activity.

Business Assists

1.90 As part of the evaluation, IRC reviewed historical data on business assists.  New management monitoring systems were introduced early 2003 and these indicate that IRC provides around 450 ‘business assists’ per year.

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

Chapter three

Consultations

Competitive Business Team

1.92 The principal elements of the consultation with Scottish Enterprise Competitive Business team related to the scope of the evaluation and the need to identify the attributable activities of the IRC’s output.  Scottish Enterprise would like two distinct areas to be covered through the evaluation report.  The first is an evaluation of IRC Scotland covering its performance as an IRC, its fit with other parts of the SE network and its contribution to business support in Scotland.  Scottish Enterprise is also interested in the comparative performance of IRC Scotland and how it compares to other similar organisations in Europe.

1.93 The second element relates to what might best be described as the "return on investment" derived to SE as a result of funding IRC Scotland.  Scottish Enterprise recognises that the IRC is a specialist entity and that a considerable amount of effort is required to be invested by its staff to gain a return (in terms of the signed TTT).  Scottish Enterprise is looking for the evaluation to identify how its financial support of the IRC might generate a better return and consequently wishes to have a broad range of future operational options for SE to consider. 

Scottish Executive

1.94 Looking back at the delivery of the IRC, there have been three distinct phases.  The phase leading up to 2000 saw the IRC being co-located with the European Information Centre in Glasgow.  During this phase, the outputs were felt to be unclear and the IRC appeared to see its role as being predominantly information providing. Activity on transnational technology transfer appears to have been limited while the team were relatively active in participating on networking and information events in Brussels and Luxembourg.

1.95 The focus of IRC changed in 2000 when its contract was separated from that of the European Information Centre and delivered instead by Targeting Technology Ltd.  The project coordinator also changed at this stage.  Formal processes were introduced that facilitated the collection of information necessary to meet the reporting requirements of the Commission.  In addition, communication with the IRC Coordinating Unit improved and the strategic direction of the IRC was clearer.  It was at this stage that the Scottish Executive began to engage more actively with the IRC given its strength for providing up-to-date advice on technology policy and issues within Europe.  

1.96 Presently, the Executive works closely with the IRC and views it as being the focal point for European related issues on innovation.  It is seen as being a good and valuable resource and one that performs well relative to its targets.

1.97 The Executive consider the IRC is particularly effective in the area of the Framework Programmes.  Staff members are very knowledgeable of policy developments and on the issues surrounding the take-up of FP6.  An example is that the IRC attended a joint presentation between Scottish Enterprise, The Scottish Executive and the Office of Science and Technology in London to discuss the potential shape of FP7.  The organisation has also been particularly effective in grasping the concept of the Proposal Assistance Fund and helping it to become a reality within a relatively short space of time.  Again the knowledge of staff on both European innovation policy and the needs of firms in Scotland was critical in getting the optimum design for SPAF.  The IRC took the lead with relatively little pressure from the Executive.

1.98 The link between Targeting Innovation and the IRC is strong.  This appears to work well.

1.99 In terms of the future, the Executive would welcome an increase in the IRC's profile.  There is a proposal from IRC Co-ordinator2 to host a future IRC network AGM in Scotland. The Executive supports this proposal especially if it can be coupled with a conference on technology.

1.100 Separately, the Executive sees the potential for the IRC to strengthen its links locally as a technology broker for other national and transnational initiatives (as delivered through SDI).  This would link SDI into more globally based initiatives.

Scottish Development International

1.101 The consultation with Scottish Development International commenced with a discussion on the background and context within which the IRC is active.  This covered the EU contribution to IRC, the role of Targeting Innovation as the lead contractor and the role played by IRC Co-ordinator2 as the Project Coordinator.  From discussion it was apparent that while the consultees were very familiar with the activities of the IRC representatives within their respective teams, they were less clear on the overall positioning of the organisation.

1.102 Scottish Development International has four teams covering:

 life science and biotechnology

 digital media and micro/optoelectronics and telecommunications

 consumer services

 energy (and oil and gas).

1.103 For some time, IRC Advisor2 and IRC Advisor1 respectively have close links with the Life Science and Biotechnology team and the Digital Media and Micro/Optoelectronics and Telecommunications teams.  Through their links with the team, they give detailed up-date reports every two months and are viewed as being professional and hard-working contributors.  Their involvement with SDI was viewed as being a major improvement on the previous position where the IRC's linkage to SDI was limited.  It was also clear from our consultations that the input of the two IRC staff was highly valued.

1.104 Focus on selection emerged as a key issue during the consultation.  SDI has a number of priority clusters and key companies with which it works.  It delivers the support directly and through Account Managers in the Local Enterprise Companies.  It is selective.  Firms that fit its profile who receive support, while those that do not fit are referred elsewhere.  SDI recognises that the IRC does not use the same criteria to select its clients and considers that this is a weakness.  SDI considers that the IRC should be more focused and that it should support SDI priority clusters and other priorities.  This proposition is put forward on the basis that SE would get a greater return on its investment in the IRC.  In addition, there would be greater coordination of activities if the IRC supported the SDI priorities.  In particular, it was not clear to the SDI consultees why the IRC supported the Blue Bio event held earlier in 2004.

1.105 From our perspective, the IRC selection criteria differ from those of SDI and from those of SE.  The prime consideration for IRC when it is appraising a potential client is where the firm has technology or IP that it can offer or has the need to acquire.  Once this assessment is made the next overarching criterion that the IRC uses is the suitability of the firm to engage in any transnational technology transfer arrangement of some kind.  Providing that the firm has a technology need/offer and is committed to partnering, IRC tends to work with it.  Implicitly, this means that the IRC will work with firms that fall outside the profile of both SE and SDI.  Critically, IRC’s selection criteria mirror those of the Commission but also aim to meet the ‘selection’ principles of SE.  We return to this issue later when considering our conclusions and recommendations.

1.106 The priorities for SDI have changed significantly within the last three years.  The focus now for SDI is on knowledge and trade transfer.  Historically, SDI focused more on the latter but it has invested significant resources on knowledge transfer during the past 18 months.  Given that the IRC staff have expertise in technology transfer, IP management and licensing arrangements it is clear to us that they would be a valuable resource to the wider SDI team.  It is possible that the IRC team could be located within SDI and that it could operate on SDI client projects.  Later in our conclusions and recommendations we consider this as an option.

1.107 While there is better integration between the IRC and SDI, the SDI consultees suggested that they should have greater access to the IRC database.  The overlap with the International Business Opportunities database was discussed but this was considered to be a very different and less well-developed business development tool.

1.108 Overall, SDI recognises and values the input of both of the IRC Scotland executives.  Their view is that these executives could make a better overall contribution to business support by being part of the SDI team.  Ideally, they would like to see more IRC Scotland staff working alongside SDI staff and having their respective client bases aligned (i.e. IRC Scotland would focus on the Cluster and Geographic priorities of SDI).

Highlands and Islands Enterprise

Context

1.109 Over the past three years, there has been a significant change in the organization of Highlands and Islands Enterprise support to technology.  Historically, HIE focused on addressing structural issues in the Highlands economy.  This was exemplified by initiatives assisting technology transfer or links to universities.  Highlands and Islands Enterprise retained in-house expertise on which firms could draw and who were engaged in defining policy across the region.

1.110 HIE has altered its focus and now concentrates on developing ‘innovation infrastructure’.  It has invested in creating a number of technology incubators and is making a significant investment into the University for the Highlands and Islands (UHI).  Simultaneously, it has moved away from relying upon in-house expertise and now buys-in the necessary technical expertise from the open market.

1.111 In addition to its focus on infrastructure, HIE has established three important initiatives.  The first, Pict, was established to stimulate and drive economic development in the SME sector by commercialising the results of Information and Communications Technology (ICT) research.  The catalyst for its creation came from a group of consultants engaged in FP4 and FP5 projects who were frustrated at the lack of commercialisation of the project outputs. HIE created Pict as a vehicle for these individuals to take forward projects that they felt had commercial potential.  There have been a number of successes to date and the project is deemed to have been one of the Highland’s more innovative responses.

1.112 Second and in parallel with Pict, HIE established FUSION.  At its simplest, FUSION is a networking organisation for technology-based firms and individuals based in the Highlands and Islands. FUSION's role is to make the essential introductions that will bring business and research people together - to explore their current and future needs, to discuss their ideas and to plan how these ideas can be taken forward in a supportive way.  FUSION aims to develop a strong Highlands and Islands community of people with original ideas, innovative solutions and commercial talent.

1.113 FUSION is a membership company limited by guarantee and run as a private/public partnership with the support of Highlands and Islands Enterprise. 

1.114 Finally, HIE has supported a number of Research Institutes that focus on specific technologies.  Again, the focus here is on capacity/infrastructure development.

1.115 In parallel with its focus on infrastructure development, HIE has been working with MIT MediaLab (Dublin) to identify specific technologies that might be applicable to the Highlands.  It and MIT recognise that the industrial profile in the Highlands is very different to that of the USA - in the USA most corporate research is undertaken by relatively large organisations.  There is no critical mass of large commercial organisations in the Highlands and Islands.

1.116 In terms of the IRC, its historical profile has been relatively low.  Presently it is co-located with FUSION on the basis that it provides networking opportunities through its Brokerage Events and its contacts database.  As such, it is making an important contribution to the overall networking process and interviewee commented that HIE would probably have created it if the IRC did not exist.

1.117 In future, IRC will continue to play an important role in offering locally based firms access to national and international networks.  Its EU focus is seen to be a strength and one on which firms in the Highlands and Islands can build.

 Trade Associations

Electronic Scotland

1.118 The director of Electronics Scotland noted that its conference in 2004 had a strong Scotland focus.  While this was not a bad thing and was to be expected given the difficult trading circumstances of the sector at this time, he felt that there was scope to broaden the perspective of those attending.  IRC Advisor1 of IRC Scotland had made contact with Electronics Scotland in February 2004.  The director was impressed by the professional approach of IRC and the focus of its services.  He feels that these services could make an important and positive contribution to the activities of locally based electronics companies.

1.119 The director views the TechAlert service as being powerful especially if there is improved filtering of responses.  Presently firms receive a lot of information that may not be relevant to them or their business.  He is interested and encouraged by the possibility of using software to tailor information to the needs of individual firms. 

1.120 Building on the observation that the 2004 conference had a strong local focus, Electronics Scotland is working with IRC Scotland to hold a Brokerage Event alongside the 2005 Conference.  This will focus on two market areas known to offer potential to locally based firms, RFID and Homelands Security.  Based upon the discussions to date, the director is very optimistic and feels that it should be both an exciting and valuable event.  He is also keen to work with IRC in other ways and has been recommending the service to his member companies whenever it is appropriate.

Bio Industries Association

1.121 BIA has regular contact with IRC (IRC Advisor2) where information is exchanged.  The BIA considers that it has a close working relationship with IRC Scotland and that they keep each other aware of current activities.  It also considers IRC to be excellent organisation with which to work and it has shared IRC sourced information with its members. 

1.122 IRC Advisor2 has contributed to the first 2 issues of the BIA digital newsletter and will also contribute to the third.  The BIA also signpost their members to IRC as they view the service they provide as beneficial. In addition, the BIA also has contact with and is aware of IRC Advisor4, IRC Co-ordinator2 and Targeting Innovation CEO.

1.123 In terms of joint working, IRC/BIA joint projects mainly comprise events, for example Accessible Support for Staff and Training in June 2003.  This focused on SMEs and showcased the support available. The event was delivered with IRC in both Glasgow and Edinburgh.  BIA Exec1 of the BIA attended the BlueBio event organised by IRC Scotland in June.  She considered this to have been an excellent event offering significant opportunities for this niche in the bio industry.  The BIA considered it was good that IRC Scotland took the lead in organising this particular event as it had notable benefits for the firms involved.

1.124 IRC is also a key sponsor and exhibitor of the BIA annual Thistle Bioscience Forum. 

1.125 The BIA has found TechAlert to be very useful and they pass on the relevant items to their members.

Differentiation

1.126 There are a number of attributes that differentiate IRC from other forms of support.  The IRC is visible to external organisations like BIA, is proactive and is willing to work in partnership.  It values relationships and works hard to maintain and support these.  IRC Scotland is always willing to make contact and pass on information so that both the Association and its members can take action.  The BIA considered that both IRC and BIA can work for what is best for the industry and are not protective about who is involved in the final delivery.  

1.127 More importantly IRC provides technology opportunities throughout Europe and is not restricted to key markets or sectors as are other bodies.

Where does IRC add most value?

1.128 For BIA the area where IRC adds most value is in the opportunities and networks that it brings both to the Association and to its members.  It is also a great resource for knowledge of certain markets, especially areas and markets not covered by SDI.

1.129 Their regular email contact provides a good synopsis across many technologies.

1.130 In future, BIA looks forward to developing further their relationship with IRC whom they regard as a close partner.  

Feedback from LEC Account & Client Managers

1.131 We contacted business development personnel in seven of the LECs to gain feedback on their perception and use of the IRC.  We had detailed discussions with four of these contacts and the points below relate to this group of consultations.  We covered two broad sets of questions:

 Did the business advisor make use of IRC and if so, how did they view the service on offer?

 Are there any changes they would make?
1.132 Consultees were clear that the service adds value, in particular Techalert (2 LECs). It is a unique service that fills a gap as no other service in the SE Network scans for opportunities of the kind covered by IRC. It operates in a niche and is not for all companies.  Three of the respondents felt that there was no overlap with anything else on offer, while the remaining consultee felt that it overlapped to an extent with SDI’s support.  That said, this Account Manager would tend to use IRC instead of SDI as the former has a stronger focus on meeting the needs of SMEs. 

1.133 Account and Client managers in general tend to have a lack of understanding and awareness of the services of IRC.  One LEC had carried out an induction of IRC with all account and client managers and this provided broad understanding.  The understanding is dependant on the IRC contact linked to the LEC and also the attendance of the IRC contact at the LEC.  Understanding seemed to be better among Innovation and International teams than among account managers.

1.134 IRC services were not used by many companies in the LECs contacted and those consulted indicated that it was a ‘hard sell’ when compared to other forms of support.  This is principally because it is difficult to show tangible benefits to firms in the short term.  Separately, the Account Managers noted that IRC can slip down the priority list of account/client managers as they have conflicting pressures to use other programmes or initiatives against which their personal performance is measured.

1.135 Despite the IRC’s promotional effort and their presence in LECs, there is still a level of confusion as to who is its target client group.  In addition, there was a feeling that the service could be sold better within the Network. 

1.136 All LECs wanted to continue to support the IRC. 

1.137  The following suggestions were put forward for improvements:

 Raise awareness in the network

 Demonstrate successes, use case studies to sell to other companies

 Many SMEs struggle with the IRC concept – can IRC simplify the message and the process

 Show demonstrable benefits to the companies.

European Commission

1.138 In addition to consultations within SE and in Scotland with LECs and locally based trade organisations, we also held two consultations with representatives of the European Commission.  Broadly speaking, the Commission was interested in the approach being adopted for the evaluation and the methodology used.

1.139 A member of the IRC Secretariat (one of the consultees) produced a set of comparative tables that were presented to the IRC Network in the summer 2004.  It presents data for two groups, namely the UK and Ireland and the whole IRC Network.

	Table 3.1: Input required to achieve One TTT

	
	Company Contacts
	Company Assists
	Negotiation started
	Offer/Request published
	Company Visits
	Client Base

	All IRC 
	310
	47
	9
	12
	26
	482

	IRC UK&IRL
	121
	10
	4
	4
	9
	81


1.140 The data presented in Table 3.1 indicate that IRC UK & IRL are (two to three times) more efficient in converting contact with firms to a signed agreement.

	Table 3.2 Activity and achievement

	Year
	Num Agreements
	Num IRC Clients involved in Agreements
	Agreements per IRC
	Person days per agreement

	1 – All IRC
	161
	198
	3
	316

	1 – UK & IRL
	-
	19
	1.9
	291

	2 – All IRC
	359
	494
	7.3
	126

	2 – UK & IRL
	-
	48
	4.8
	108

	3 – All IRC
	306
	460
	6.7
	132

	3 – UK&IRL
	-
	55
	5.5
	103

	4 – All IRC
	97
	163
	2.4
	-

	4 – UK&IRL
	-
	32
	3.2
	-


1.141 The data presented in Table 3.2 indicate that the IRC network (including UK and Ireland) has become notably more efficient in their use of resources to produce a signed agreement.  

	Table 3.3 IRC Client Distribution by size

	
	Start-ups
	Inventors
	0-10 emp
	10-25 emp
	25-50 emp
	50-100 emp
	100-250 emp
	Non-SME
	Research Orgs

	All IRC
	2%
	0%
	33%
	19%
	18%
	10%
	6%
	8%
	4%

	UK & IRL
	5%
	0%
	40%
	12%
	14%
	7%
	10%
	7%
	5%


1.142 Table 3.3 suggests that IRCs tend to deal with small firms (circa 70% employ less than 50 employees).  This is in keeping with our own findings for IRC Scotland, especially the slightly higher percentage of start-ups and the notably high proportion of firms employing less than 10.  When making comparisons of IRC Scotland to the IRC Network as a whole, it is important to note that other EU countries do not have the same level of SME support infrastructure as the UK and Ireland
. In Denmark for example, we are aware from a separate evaluation we have undertaken that the IRC tends to work with mid-sized firms due to the absence of public sector financial support for smaller firms.

	Table 3.4 Length of time to achieve One TTT

	
	< 3 mths
	3-6 mths
	6-12 mths
	1-2 years
	2-3 years
	3-4 years
	> 4 years

	All IRC
	0%
	29%
	28%
	27%
	8%
	6%
	2%

	UK&IRL
	0%
	24%
	22%
	18%
	18%
	13%
	4%


1.143 While the IRCs in the UK and Ireland may be more efficient in terms of the return on their ‘resource investment’ than the rest of the Network (Table 3.1 above), the conversion profile presented in Table 3.4 suggests that they are slightly less effective in terms of speed of conversion.  It takes longer to convert a potential deal. We return to this later when presenting our findings and our conclusions and recommendations.

1.144 Overall, feedback from the Commission on the performance of IRC Scotland was particularly positive.  In comparative terms, IRC Scotland was viewed as being one of the better performing IRCs with their recently introduced processes for screening and grouping clients seen as being a role model for others.

Key issues

Appraisal and selection

1.145 IRC Scotland has two principal appraisal criteria it uses when assessing potential clients.  The first is the intellectual property or technology that the firm may have.  The second is the willingness or ability of the firm to enter into a collaborative arrangement with third parties based elsewhere in Europe.  It is clear (as will be seen later through our survey findings) that firms tend to be small when compared to the population as a whole.  However it is also clear that these firms do have either a need for technology or IP or have the ability to offer this to someone else.  IRC Scotland does not place as much weight on other factors when selecting client firms.  

1.146 From an SDI perspective, IRC Scotland assistance should be more focused and should be delivered in line with its clusters and geographic foci.  Separately, some other firms with which IRC Scotland works would not meet the criteria set and used by the Local Enterprise Companies when selecting Client and Account managed firms.  This is not to say that the IRC Scotland targeting is inappropriate, rather that it is different to that used by Scottish Enterprise.  Its selection criteria are in the spirit of those provided by the Commission through its contract. 

1.147 The profiles of firms assisted through IRC Scotland appear to mirror those of other IRCs.  Also the criteria it uses (IP/technology and willingness to engage with others) is also a line with the IRC principles.  From our perspective we think that there are strengths to the current approach but that we recognise that it is not aligned with current Scottish Enterprise selection criteria.  We return to this issue in our final chapter setting out our conclusions and options.

Positioning

1.148 Our consultations both with SDI and trade associations indicates clearly that they see IRC Scotland as providing a specialist service to largely technology-based firms.  The IRC executives are recognised as having expertise in both assessing the commercial attractiveness of technologies and in the process of managing their acquisition/transfer through negotiated legal agreements.  These characteristics and quality are attractive and are viewed as being of high value.

1.149 There was no suggestion either through our consultations or (as will be seen later in our survey findings) through feedback from firms that there is overlap between the IRC support and that offered by other public sector organisations.  Neither was there any suggestion that the marketplace is being "confused" by is offering. This is a unique service that is not overlapping with anything else on offer.

1.150 The following chapter presents the findings of our survey.

Chapter four

Survey findings

Population

1.151 The profile of IRC activity in Scotland is presented below in Figure 4.1.
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1.152 The profile of firms can be summarised as follows:

	Table 4.1 - Profile of Firms

	Activity
	Number of firms

	TTT and other
	26

	Negotiations
	39 (+ 14 HIE)

	New/Interesting
	59

	FP6 Success and Others
	10 + 6


1.153 The key point to note regarding the population is that most firms that were actively supported by IRC have several contacts with potential partners elsewhere in Europe.  Thus the total number of "negotiations" will be larger than the total number of firms.

Sample

Sector

1.154 Based on this population, a total of 18 firms were interviewed.  One of these interviews was undertaken by telephone and related to recent support that had been given by IRC.  The firm was very positive in its feedback and anticipated that a number of benefits would accrue in the future.  The sample is therefore based upon 17 replies.

	Table 4.2 –Sectoral distribution of Sample
	

	Sector
	Number in Sample

	Research and Development
	7

	Manufacturing
	3

	Bioscience/Pharma/Healthcare
	3

	Product Design
	1

	Environmental
	2

	IT development
	1


Size of firms

1.155 In terms of total numbers employed the firms ranged in size from one (1) employee up to 90 employees. In terms of turnover, the smallest firms had an annual turnover of £100,000 and the largest had a turnover greater than £2.5m.

	Table 4.3 – Size of firms in sample

	Turnover Band
	Number of firms

	Under £100,000


	5

	£100,000 to £250,000
	4

	£250,000 to £500,000


	0

	£500,000 to £1m
	1

	£1m to £2.5m
	3

	£2.5 to £5m
	1


1.156 Firms were asked about their sales when the project commenced. Fifteen (15) firms said that their sales were either level or increasing at the time the project commenced (88%). 

Number of Projects

1.157 Firms were asked about the projects they had worked on with the IRC. A total of 24 projects were described. Most firms (12) had only one project. However five (5) firms had worked on two projects and of these, two (2) had worked on three projects. The projects described by the firms interviewed started between 1999 and 2004. Table 4.4 shows the distribution of projects over time.

	Table 4.4 Year project initiated. 

	Year
	Number of projects

	1999
	3

	2000


	0

	2001
	4

	2002
	4

	2003


	10

	2004


	3


1.158 The large number of projects initiated in 2003 is in part due to many of the earlier projects having been surveyed in the previous evaluation.  Several of these firms were not willing to participate again.  Separately, the larger number may be due in part to the fact that there was an increase in the number of projects initiated in 2003.

External contacts

1.159 Firms were asked whether they had any external contacts for business and technology support. 88% of firms interviewed (15 firms) said that they had an external contact.  12% of firms said that they had no external contact.

1.160 Of the 15 firms who had external contacts, ten (10) said that their contact was a Local Enterprise Company (LEC). Three firms mentioned Scottish Development International (SDI) and three firms said that they received support from a specialist organisation. The specialist organisations cited were Targeting Innovation, Beta Technology and Faraday Plastics (via LEC).

Initial Contacts with IRC

1.161 Firms were asked about their first contacts with IRC. The majority of firms (10) had direct contact with IRC and the remainder either made contact via a third party or attended an event where IRC were present.

	Table 4.5 Initial Contacts
	

	Type of contact
	Number of firms

	IRC contacted firm
	4

	Firm contacted IRC
	6

	Firm attended event where IRC were present
	2

	Firm was referred by LEC
	3

	Introduced by University partner
	1


1.162 One firm could not remember how the contact had been initiated.

1.163 We also asked when the initial contact occurred. Four (4) firms respectively mentioned an initial contact in 1999 and 2001. Only one (1) firm mentioned a contact in 2002. Six (6) made contact in 2003 and one (1) firm in the current year (2004).

Contact person

1.164 Firms were asked to name their lead IRC contact. IRC Advisor2 was listed as lead contact by five (5) firms and IRC Advisor1 by four (4) firms. IRC Advisor4 and IRC Advisor6 were mentioned by two (2) firms respectively. The remaining IRC advisors, IRC Advisor3, IRC Advisor5 and IRC Advisor12 were each mentioned by one firm.

Project details

1.165 We asked firms to give some information about the nature of the projects undertaken.

We were interested about the direction of TTT. This is summarised in Table 4.6 below.

	Table 4.6 Breakdown of Offers vs. Requests

	Requests and Offers
	Number of firms

	Made a Request (Outward TTT)
	2

	Responded to a Request (Inward TTT)
	3

	Made an Offer (Outward TTT)
	7

	Responded to an Offer (Inward TTT)
	3

	Not applicable to firm or not answered
	2


1.166 In terms of the firms that made a request we asked how long the area of need had been an issue for the firm before the request was made. One firm said that it had been an issue for one month and the other firm responded that it had been an issue for over two years.  The latter firm said that the main barrier they had faced in taking action was related to having insufficient skills.

1.167 These firms were also asked whether they had taken any previous actions. Both firms agreed that they had taken previous actions, with one firm mentioning a CRAFT 1 project that had failed due to having only two Transnational partners. They estimated that they had invested up to £50k and over 900 days in this project.

1.168 We asked whether the firm had pursued any external help (other than IRC). They had approached Business Angels but had not received any assistance. They rated finding a solution to this barrier as being of great importance to their business.

Core activities

1.169 The firms who had made or responded to offers or requests were asked about the technology involved. Eleven (11) firms (65%) said that the technology was a core activity of their business. Three firms (35%) said that it was not a core activity.

1.170 We also asked firms who had made offers whether they had offered the technology or solution to other organisations previously. Of the firms who responded (12), five (5) said that they had made previous offers. 

1.171 All firms were asked what they had been hoping to achieve through making or responding to an offer or request. Four (4) firms cited increased turnover as an aspiration, one (1) said they hoped to obtain equity. Two firms hoped to acquire something, either technology or content for their own product. One firm hoped to obtain FP6 funding, one firm hoped to promote sustainable practice and one firm wished to develop a new business alongside their existing one.  One firm discussed an aim of identifying what products were required, i.e. the market for their technology and finally one firm hoped to get a license deal or collaboration.

Detailed questions about offers and responses

1.172 The firms were asked about whether there were any ways in which the assistance offered by IRC could have been more effective. Two (2) firms provided no suggestions for improvement and six (6) firms gave no suggestions while adding that they were very happy with IRC’s actions. Seven (7) firms made suggestions. There were three suggestions relating to the handling of responses, suggesting better screening if possible and action to prevent responses or leads slipping through without being followed up. Related to this, one firm suggested that more information on the status of their offer would have been helpful.  One suggestion related to the forms involved in the process, proposing that they could be improved by making the offers sound more interesting. One suggestion related to making the funding available less rigid. The final suggestion was that IRC could have been broadly more proactive on the firm’s behalf.

1.173 We asked firms about how much interest they received during the process of promotion of their offer or request. Of the 11 firms who felt that this issue was relevant, eight (8) said that they had received either a fair amount or a lot of interest. Three (3) firms said they had received little interest.

1.174 Firms were asked how many interested enquiries they had received. The 11 firms who responded reported a range from 0 up to 30 enquiries. The median number of requests was 4 and the average number of requests was 7. The distribution of enquiries was interesting, however, in that it was bimodal: the majority of firms received between 0 and 6 requests. Two firms had received 21 and 30 enquiries respectively. 

1.175 The relevance of the enquiries was not related to the number received. The firm who received 30 enquiries rated them all as “very relevant”. However a firm that received only one enquiry also rated this as highly relevant. Table 4.7 shows how the firms rated enquiries received in terms of relevance.

	Table 4.7 Relevance of offers or requests
	
	

	Relevance
	Number of firms

	Very relevant
	3

	Relevant
	4

	Partly relevant
	2

	Not very relevant
	1


Length of process

1.176 We asked firms how long the process took. This question covered both the total duration as well as the duration of different aspects. These are detailed in the Table 4.8 below.

	Table 4.8 Length of Process
	

	
	Mean no of Weeks
	Median no of weeks

	To complete review of match/information transfers and decide it is worth proceeding
	7
	6

	To complete deal negotiations
	37
	19.5

	To complete legals
	8
	5

	Overall
	52
	36


Involvement of legal experts in process

1.177 Of the nine (9) firms for which this question was relevant, seven (7) said that they had not engaged legal experts to advise on the deal.  Two (2) said that they had and one of these said that this had cost £2,000.

Firms’ rating of process in terms of time and difficulty.

1.178 We asked firms to rank the most difficult and the most time consuming aspects of the process.  Firms ranked the “information sharing” stage (i.e. post-match, pre-detailed negotiations) and the actual negotiation stage as more difficult. The negotiation stage was ranked as the most difficult part of the process. These two stages were also ranked as the most time consuming part of the process. The “Preparation of requests or offers” stage, the “Accepting and analysing match” stage and the “Final legals” phase were all ranked similarly and were considered less difficult and time consuming than the stages mentioned above.

1.179 In terms of the key hurdles in reaching a final agreement, ten (10) barriers were described.  There were two themes: communications/negotiations and costs (both financial and time related).

1.180 In terms of communications barriers, firms mentioned “language barriers” between academics and their staff in two cases and prolonged negotiation with the inventor in another.  One firm mentioned the amount of effort to reach a shared understanding and one firm mentioned communications issues with Targeting Innovation personnel other than their key contact. Maintaining independence was a related difficulty mentioned by one firm.

1.181 In terms of costs, one firm mentioned the time consuming process of adapting the technology to suit, one firm mentioned cost structures of the product and one firm mentioned difficulties in producing the unit down to a price.

Other projects

1.182 Six (6) firms in the sample of 17 said that they had developed other projects as a result of engaging in the process. 

Firms’ ratings of the IRC’s input

1.183 We asked firms to rank the effectiveness of the IRC advisor on a scale of 1 to 7 where 1 represented “Not effective” and 7 represented “Very effective”. Most firms ranked the Advisor1s either 6 or 7 on the scale, with a median rating of 6.

1.184 We also asked firms to rank the quality of the IRC input. Again, a score of 1 represented “Very Poor” and 7 represented “Excellent”. As above, most firms ranked the quality as either 6 or 7 with a median rank of 6.

1.185 Finally, we asked firms whether the scope of advice was right. In this case, a rank of 1 represented “Too narrow” and a rank of 7 represented “Too broad”. Most firms chose a rank of 4 which was also the median rank. Representing the mid-point of the scale, a ranking of 4 in this case shows that the majority of firms felt that the scope of the input was right. No firms indicated that the scope was too broad, but four (4) firms chose a rank of 3, suggesting that they felt that the input was slightly too narrow.

1.186 We asked firms whether engaging in the process with IRC would encourage them to have further involvement with them in the future. Fifteen (15) firms said that they would, one firm said that they would not and one firm did not respond.

1.187 Similarly, fifteen (15) firms told us that they had seen additional business benefits from working with IRC; one firm said that they had not seen any additional benefits and one firm did not respond.

1.188 We asked the firms who said that they had seen additional benefits to describe them. The breakdown is shown in Table 4.9 below.

	Table 4.9 Additional benefits to firm 

	Additional benefits
	Number of firms responding

	New contacts with firms and organisations
	7

	New business leads


	5

	Networking opportunities


	5

	Established new partnerships with European firms


	5

	Access to European information


	2

	Equity into business


	1

	New confidence in licensing


	1

	Follow-on links to TTT partners


	1


1.189 Firms were asked whether they felt any more or less likely to engage in a European Transnational project now.  Eleven firms or 65% of the sample replied that they were more likely, four (4) firms or 24% of the sample said that they were just as likely to engage in such a project. One firm said that they were less likely and the question was not appropriate to one firm.

Changes in firms’ competitiveness

1.190 We asked about whether firms believed that their medium term (2 years) competitiveness had changed as a result of their participation.

1.191 Ten (10) firms or 59% of the sample said that it had improved, with four (4) of these firms saying that they believed it had improved considerably. Four firms (24%) said that there had been no change in their competitiveness and one firm said that their competitiveness had declined slightly. The remaining two firms said that it was too early in the process to judge any effects on competitiveness.

Skills transfer

1.192 We also asked whether firms believed that they had gained skills through working with the IRC advisor. Most firms did not think that they had gained any skills (11 or 65%). Four (4) firms, representing about 24% of the sample, said that they had gained some or considerable skills through working with the advisor. Two firms replied that it was too early in the process to judge.

Other comments

1.193 We ended by asking firms whether they felt that the process was good value for money and whether they would recommend it to another firm.

1.194 Eleven firms (65%) said that they believed that the process was good value for money. No firms said that they did not believe it to be good value for money, however the remaining 6 firms responded that it was not appropriate to think of this kind of process in terms of value for money or that they could not assess this.

1.195 All 17 firms (100% of the sample) said that they would recommend the IRC to another firm.

1.196 We asked firms to tell us the benefits of IRC that they would describe to another firm. These can be summarised as follows:

 The firm gets access to information, resources and regular updates

 IRC help with completing applications and presenting proposals

 The firm gets access to larger investors

 The process allows firms to broadcast technology and test its attractiveness to possible investors and partners

 The firm gains access to a Europe wide network

 Firms are introduced to possible partners and can see mutual benefits.

Impact 

1.197 Gross sales impact to date for the sample amounts to £1.1million with a figure of £100 million projected for a point in two years time.  However as described graphically in Figure 4.2, these data must be adjusted to take account of:

 Additionality is the extent to which the IRC input encouraged the firm:

 To take an action it would not otherwise have taken

 To bring forward in time an action that it was considering

 To undertake an action on a larger scale or better quality

 Displacement is where the benefits derived were at the expense of other firms operating in similar markets  

 Multiplier effects can be derived in two ways, through enhanced spending power (income) and secondary benefits to suppliers (sales) – we use published multipliers for these calculations 

1.198 These adjustments are analysed on a case by case basis using the responses of each interviewee. Additionality is calculated at two levels.  The first relates to whether the firm would have proceeded with the IRC project at the same time and on the same scale.  The second relates to the impact benefit derived by the firm as a result of the project.  From experience, projects of this kind often make a contribution to the overall impact (sales, employment, profit etc.) so it is not appropriate to attribute all of this impact to the project.  Where there has been a partial impact, the overall additionality is calculated as the product of the additionality associated with the project and that associated with the impact.   
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1.199 The additionality profile of the sample is presented in Table 4.10. Eleven of the cases (65%) exhibited full additionality which is unusually high for a business development programme of this kind.  A general business development programme we reviewed several years ago in Scotland (sample of 65 firms) indicated that 14% of the projects were fully additional.

1.200 For IRC sample, the average additionality is 78.1% which is extremely high.  There are two key factors contributing to this high value.  First, firms were adamant that they would not have undertaken a project or activity of the kind described in the interview had the IRC’s service not been on offer. While a small number subscribed to opportunity databases, the types of contacts offered by IRC tended to be different (and based in Europe) and of more value. Second, the activity initially supported by the IRC was generally not an ‘immediate priority’ for the firms – therefore the initial engagement was somewhat ‘speculative’ – the firms invested considerably more resource and effort as soon as the responses showed potential.  

	Table 4.10 Additionality Profile for Sample
	

	Full Additionality
	11

	Smaller Scale/ longer timescale/ increased likelihood
	4

	Non-additional
	2


1.201 Local and Scotland Level displacement for the firms identifying impact was nil.  In five cases firms identified sales being taken from competitors, but none of these were based in Scotland.  This is not particularly unusual for technology/innovation type projects.

1.202 For output and income multipliers we used data published by the Scottish Executive in 2003 and relating to multipliers dated 2000.  As many of the firms were involved in research and development, multipliers were relatively high. 

1.203 The high additionality, lack of displacement and high multipliers are the key reasons that the net impact is high relative to the gross impact.  This is an unusual finding in terms of a business development evaluation but is in keeping with innovation and technology support evaluations we have undertaken previously (e.g. SCIS). We provide a comparative example in Appendix 2.

Impact to date

1.204 The impacts to date for the sample are as follows:

 £3.4 Mn in net sales (taking account of additionality, displacement and multiplier effects)

 3.5 employees taking account of additionality.

1.205 The impacts for two years time for the sample are as follows:

 £15.5Mn in sales (taking account of additionality, displacement, multiplier effects, discounting future projections using an IRR of 6% and halving them to take account of the future ‘risk’)

 33.5 employees taking account of additionality and the firms’ estimate of the probability of the jobs being created.

Population level impacts

1.206 We have assumed that the ‘population’ of firms with signed deals is 30.  The impacts at the level of the population are as follows

 To date

 £6.0 Mn in net sales (taking account of additionality, displacement and multiplier effects)

 6.16 employees taking account of additionality.

 In two years time

 £27.48 Mn in sales (taking account of additionality, displacement, multiplier effects, discounting future projections using an IRR of 6% and halving them to take account of the future ‘risk’)

 59 employees taking account of additionality and the firms’ estimate of the probability of the jobs being created.

These data are summarised in Table 4.11.

	Table 4.11 Impact - Downstream
	
	

	
	To Date
	Anticipated Impact estimated in 2 years time

	Gross Sales Generated
	£1.9mn
	£13.72 Mn

	Net Sales generated
	£6 Mn
	£27.48 Mn

	Net Employment
	6
	59

	Net Sales per £1000 spent by public sector (inc EU)
	£4,118
	£18,860

	Net Sales per £1000 spent by SE
	£8,550
	£39,192


* Assumes that 2004/05 Downstream funding is representative of previous years

TELEPHONE SURVEY

1.207 Thirty seven (37) firms were contacted by telephone.  These firms had a close working relationship with IRC but had yet to sign an agreement with a partner.

1.208 We asked the firms to give us some background information about size in terms of turnover and numbers of employees.

1.209 The majority of firms (13) contacted in the telephone survey reported that their turnover was currently zero.  Eleven (11) firms reported a turnover of under £100,000. Eight (8) firms had a turnover of between £100,000 and £250,000.   Two (2) firms had a turnover between £250,000 and £500,000 and one firm reported that their turnover was over £5m.

1.210 In terms of numbers of employees, sixteen (16) firms reported that they currently had no employees.  Nineteen (19) firms had between 1 and 10 employees.  One firm had 18 employees and one firm had 200.

1.211 We asked firms when they had first made contact with the IRC. Five (5) firms first made contact during or prior to 2000.  Three (3) firms had their first contact with the IRC during 2001, nine (9) during 2002 and seven (7) during 2003.  Ten (10) firms first made contact with the IRC during the current year (2004).

1.212 Firms were asked about their main contact person at IRC. In a few cases, the firms mentioned more than one person, either because of a change of staff or because more than one person worked on their case.

	Table 4.12 IRC Advisors

	Advisor Name
	Number of firms

	IRC Advisor1
	11

	IRC Advisor5

	8

	IRC Advisor7

	6

	IRC Advisor3

	6

	IRC Advisor8

	4

	IRC Advisor4

	4

	IRC Advisor6

	2




Project details

1.213 We asked firms to give some information about the nature of the projects undertaken.

1.214 We were interested about the direction of TTT. This is summarised in Table 4.13 below.

	Table 4.13 Breakdown of Offers vs. Requests

	Requests and Offers
	Number of firms

	Made a Request (Outward TTT)
	13

	Responded to a Request (Inward TTT)
	8

	Made an Offer (Outward TTT)
	5

	Responded to an Offer (Inward TTT)
	5

	Other (e.g. brokerage event)
	4

	Not applicable to firm or not answered
	2


1.215 We asked when the offer or request was made. One firm said that it had been made in 1998. Four (4) firms said it had been made in the period 2000-2001. Thirteen (13) firms said that it had been in the period 2003-2003. Eleven (11) firms said that it had been in the current year (2004).

1.216 We asked firms how satisfied they had been with the level of interest they had received. Three (3) firms said that they could not answer or that it was too early to say.

	Table 4.14 Firms’ satisfaction with the level of interest
	
	

	Satisfaction rating
	Number of firms

	Very satisfied
	13

	Somewhat satisfied
	11

	Somewhat dissatisfied
	2

	Very dissatisfied
	2


1.217 We also asked how many interested enquiries they had received. The responses ranged from no interested enquiries at all up to 25 enquiries. The median number of enquiries was 2 and the average number of enquiries was 4. Twenty-three (23) firms had received at least one enquiry.

1.218 We asked firms how satisfied they had been with relevance of these enquiries. The twenty-three (23) firms who had received at least one enquiry responded.

	Table 4.15 Firms’ satisfaction with the relevance of enquiries

	Satisfaction rating
	Number of firms

	Very satisfied
	9

	Somewhat satisfied
	12

	Somewhat dissatisfied
	2

	Very dissatisfied
	0


1.219 The two firms who said that they were dissatisfied with the relevance of enquiries were asked why this was the case. One said that nothing had come of the enquiry they received and one said that the respondent had not been what they were looking for.

1.220 The same twenty-three (23) firms were asked whether they had started detailed one-to-one negotiations with another firm as a result of the IRC input. Nine (9) firms or 39% said that they had started negotiations. Fourteen (14) firms or 61% said that they had not.

1.221 The fourteen (14) firms who had not yet started detailed negotiations were asked to rate the likelihood that they would begin negotiations within the next year. The majority (7 firms or 50%) said that it was not at all likely that they would begin negotiations in the next year. Four (4) firms or 28% were undecided and three (3) firms or 22% said that it was fairly or very likely that they would start negotiations in the next year.

1.222 The nine (9) firms who had already started negotiations were asked about the status of these negotiations. Four (4) firms said that negotiations were at a very advanced stage. Four (4) firms said that that they had just started and one (1) firm said that negotiations had started but were now stalled.

1.223 Three (3) firms had engaged legal experts to advise on the deal. Four (4) firms had not engaged legal experts and two (2) firms were unsure about this.

1.224 We asked the firms to rate the difficulty of taking part in the process. Firms were divided on this issue, with six (6) firms (16%) rating the process as either difficult or very difficult and eighteen firms (18 or 49%) rating it as easy or very easy. Thirteen (13) firms were undecided about the process, but most of them (11 or 30%) tended slightly towards easy rather than difficult in their rating. In fact, this was the median rank (the scale ran from 1, representing very difficult, through to 7, very easy. The median rank was 5).

1.225 In order to get more detailed information about the process, we asked the firms to rate individual parts. Again, a rank of 1 represented very difficult and 7 represented very easy. Most were able to rank the early stages but only seven (7) firms were able to judge the negotiations phase and no firms could rate Final Legals. In all cases, most firms chose easy or very easy as their ranking. This can be seen by looking at the median ranking in Table 4.16 below.

	Table 4.16 Firms’ rating of the individual parts of the process in terms of difficulty. 

	Features of process
	Median ranking

	Preparation of request or offer
	6

	Accepting and analysing matches


	5

	Information sharing (post match and before detailed negotiations)
	6

	Negotiations


	6

	Final legals


	N/a


1.226 We asked the same question of firms in terms of the time taken to complete different aspects of the process. This time, firms rated on a scale where 1 represented very time consuming and 7 represented not at all time consuming. Again, most firms rated the earlier stages but only seven (7) ranked negotiations and none were able to rank Final Legals.

	Table 4.17 Firms’ rating of the individual parts of the process in terms of time taken to complete. 

	Features of process
	Median ranking

	Preparation of request or offer
	6

	Accepting and analysing matches


	5

	Information sharing (post match and before detailed negotiations)
	6

	Negotiations


	6

	Final legals


	N/a


1.227 Firms were asked to describe the main hurdles they had encountered during their participation in the process.

1.228 Fourteen (14) firms or 38% of the sample said that they had encountered no hurdles or problems so far. Eight (8) firms listed slow starts to the process for reasons including general bureaucracy. Five (5) firms said that there were language difficulties. Three (3) firms said that there were external and uncontrollable problems, e.g. a recession or lack of finance. Three (3) firms listed the IRC’s slow or irrelevant response as a problem they had encountered. Two firms mentioned problems to do with confidentiality: one said that their ideas had been stolen and one said that the confidentiality process took a long time.

1.229 Where firms had mentioned a hurdle to be overcome, we asked them to suggest actions to overcome these problems.

1.230 Seventeen (17) firms said that they didn’t know or that nothing could be done. Eight (8) firms suggested that the IRC could take action to fix the problem. Three firms (3) said that persistence would overcome the problem, two (2) mentioned actions they themselves could take and two (2) mentioned government policy changes.

1.231 We also asked firms to rate the IRC advisor they had dealt with on the project, in terms of a number of attributes. Median ratings were all high (1 represented very dissatisfied and 7 represented very satisfied) but there was more of a spread of ratings on “Maintaining regular contact” and “Treating you as a valuable customer”. In these cases, three (3) and two (2) firms respectively gave ratings of 1 and 2. Median rankings are showing in Table 4.18 below.

	Table 4.18 Firms’ ratings of IRC Advisors

	Attributes of advisor
	Median ranking

	Listening to you
	7

	Understanding the business


	7

	Maintaining regular contact


	7

	Treating you as a valued customer


	7

	Diagnosing the problem or issue


	6

	Providing an appropriate solution


	6


1.232 We asked firms whether their involvement with IRC had encouraged them to deal with them in the future.  33 firms (90%) said that they would.  Two firms (5%) said that they would not and two firms (5%) said that they didn’t know at this stage.

1.233 We also asked whether firms had seen any associated benefits from working with IRC on this project. Sixteen firms (43%) said that they had seen associated benefits and twenty-one (57%) of firms said that they had not.

1.234 Where firms said that they had seen associated benefits, we asked them to say what these benefits were. The responses are shown in Table 4.19 below. 

	Table 4.19 Additional benefits to firm 

	Additional benefits
	Number of firms responding

	New contacts with firms and organisations
	15

	New business leads


	14

	Networking opportunities


	11

	Access to European information


	10

	Established new partnerships with European firms


	5

	Develop routes


	1

	More money


	1

	New attitude/offered outside IRC


	1


1.235 We asked firms what contribution the IRC project had made to their business in terms of sales, profits and numbers of employees. Thirty-six firms said that there was no change in their sales, profits or number of employees. One firm said that there had been a change in all three.

1.236 We asked whether firms expected to see a change in any of these areas within the next two years as a result of the IRC project. In this case, seventeen (17) firms or 46% said that they expected to see an increase in sales and profits over the next two years. Thirteen firms (35%) said that they expected to see an increase in the number of employees. The remaining firms said that they expected to see no change.

1.237 Firms were asked whether they were now more or less likely to engage in a European Transnational project. The majority of firms (46%, 17 firms) said that they were just as likely. Fourteen firms (38%) said that they were more likely. Four (4 or 11%) of firms said that they were less likely and two (2 or 5%) of firms said that they didn’t know at this stage.

1.238 We asked about skills transfer as a result of working with the IRC advisor. In the main, firms did not feel that they had gained any skills (89% or 33 firms said no skills transfer). One firm said that there had been considerable skills transfer, two (2) firms said that there had been some skills transfer and one firm said that they didn’t know.

1.239 We asked whether the firms would recommend the IRC to another firm. The majority (34 firms or 92%) said that they would. No firms said they would not but three (3 or 8%) firms said that they didn’t know.

1.240 We asked them what they would describe as the benefits. Fifteen (15) firms said that access to a wider set of contacts or networking was a key benefit. Ten (10) firms said that a key benefit was having somebody working on their behalf in Europe. Five (5) firms said that the personal contact and encouragement they had experienced was a benefit, whereas four (4) firms said that it was critical help, rather than encouragement that they valued. Five (5) firms said that increased awareness of opportunities was a definite benefit.

1.241 We asked firms what they had found to be the most difficult aspects of implementing the project. Of the firms who responded, sixteen (16) said that they had found no difficulties. Five (5) mentioned problems to do with financing, costs or finding investors. Three (3) firms said that language difficulties were the most difficult for them. Three (3) firms said that the problems were within the firm, for example lack of time and problems accessing email.  Two (2) firms said that problems were external: market problems or a recession.

1.242 When we asked whether firms had any suggestions to improve the service, most firms said they had no suggestions (26 firms). However, suggestions made included passing more information to firms about their offer or request, improving awareness of IRC through better marketing and better follow-up by IRC (faster response). Two firms mentioned that they would like to see the ability to filter offers published on the IRC website to make it more relevant to them.  One firm suggested that it would be helpful if IRC could do basic due diligence (e.g. Companies House information).

SURVEY OF FP6 PROJECTS

Methods

1.243 Eighteen organisations were contacted by telephone in early September 2004 and asked to participate in the survey used a structured questionnaire.  Eleven of these were organisations identified by the IRC as having had significant support or success and 7 were chosen at random from the complete list of 90 organisations that had had contact with IRC over FP6 applications.  Four organisations had only had contact related to the SPAF and their results have been excluded.  Accordingly, 14 organisations (15% of the population) provided the results:

 10 SMEs

 3 trade associations

 1 university.

Results

1.244 The 14 respondents had participated in a total of 40 proposals to the following FP6 instruments:

 Craft – 8 respondents

 Marie Curie – 6 respondents

 SSA – 3 respondents

 Collective Research – 3 respondents

 STREP – 2 respondents.

1.245 Most had started applying in 2002 or 2003.  Previous failures were explained as being due to poor quality proposals, the level of competition or the programme running out of funds.  

1.246 Twelve organisations had led at least one project, the other 2 having been partners in other consortia.  Eleven had received SPAF grants.

1.247 IRC Advisor4 was the main contact for all the organisations, with IRC Advisor2 and IRC Advisor1 also mentioned.

1.248 The types of support provided were in 4 categories:

 Guidance on proposals – 7 occasions

 Advising on suitable partners and contracts – 5 occasions

 Lobbying and using EU contacts – 2 occasions

 Choosing the correct FP6 instrument – 2 occasions.

1.249 All those given guidance on proposals made it clear that the support from IRC had improved the quality of proposals in terms of appropriate wording and format and making sure all the criteria are met including, as one respondent put it, “unwritten rules”.  Four went so far as to say that their application would not have been possible without the IRC.  The one negative comment related to an application that needed partners in three countries but only had partners in two and so failed.

1.250 Advising on partners included introducing a firm to an existing consortium, providing advice on contractual issues among partners and using various means to help put consortia together, including the main IRC matching service and IRC offices in other countries. All respondents were positive about this help.  

1.251 Lobbying and using EU contacts related to organising visits to and from EU officials and trying to ensure that an application that had failed because the programme had run out of money would be successful subsequently. Both respondents were impressed with this commitment.

1.252 Choosing the correct instrument concerned which projects would be acceptable to a particular instrument and which instrument was targeted at which sector.  Both respondents were satisfied with the advice.

1.253 Respondents were asked to rate the effectiveness, quality and scope of the advice.  Scores are in Table 4.20 below.

	Table 4.20 Advice scores
	
	

	Aspect
	Average
	Range

	Effectiveness

1 ineffective, 7 highly effective
	6.0
	5 to 7

	Quality

1 poor to 7 excellent 
	6.2
	6 to 7

	Scope

1  too narrow, 7  too broad
	4.0
	2 to 5


1.254 It is not possible to say whether the support from the IRC has caused an increase in success rate as there is no control group and not all the supported proposals have heard finally whether they will be funded.  Note that many firms that failed at first are using the experience to improve their latest proposals. The status of the latest proposals is:

 5 failed

 7 submitted

 2 approved or being negotiated. 

1.255 The following chapter presents our conclusions.

Chapter five

Conclusions, Recommendations & Options

Overview of the support offered

1.256 IRC Scotland offers specialist technology support.  The scope of the sectors it supports ranges from life-science to traditional manufacturing.  Virtually all of its clients are SMEs and most are small firms. IRC Scotland assists firms:

 To access a European Network of Technology specialist organizations

 To identify and specify areas in which they have a technology based ‘need’ that other firms may be able to address

 To specify or identify intellectual property that they can license to other firms

 To meet potential technology partners and customers (e.g. Nokia) in other countries through organising missions and brokerage events and through linking with partners in Thematic Networks 

 To gain up to date information on EU Framework Programme 6 and to access the Scottish Proposal Assistance fund that supports the preparation of proposals.

1.257 In terms of the IRC service offering, SE’s investment is characterized as follows:
 The service appears to be unique compared to other Network support – this is particularly strong from the firms’ feedback and to a lesser extent from the feedback from consultees

 Assuming that the business assists predominantly relate to downstream activity and that there are 450 business assists per annum, the service costs 

 £477 SE/HIE support per business assist

 £809 SE/HIE/EU per business assist.

1.258 The IRC’s support comprises four main elements.  First, they provide one to one advice and assistance to technology based firms and help them to partner.  This process accounts for the bulk of their downstream resource effort (see Table 2.2 and as presented in Tables 3.1 – 3.3, IRCs in UK and Ireland are relatively efficient in doing this). Second, the IRC facilitates the attendance of Scotland based firms at thematic events for example:

 Medica (Dussledorf)

 1-1 meetings with partner firms through IRC Finland (machine to machine applications)

 Blue Bio event (Scotland for aquaculture)

 Biotechnology Cross Roads event

 Specialised IT mission to Paris.

1.259 This type of event support is similar to the more generic events organized by SDI and LECs but there are two key differences:

 There is a focus on knowledge transfer – in our consultations, IRC identified in specific ways how firms’ products/technologies had benefited through attendance

 The IRC contact can invest a significant amount of time in advance of and following attendance to maximize the return on their meetings.

1.260 The third element is the IRC’s Framework Programme promotion. This is wholly paid-for by SE. Finally, the fourth element is general Network support activity where IRC Scotland contributes to the management and running of the Network as a whole (Table 2.2).

Progress to date

1.261 We present below (Table 5.1) details of the IRC’s progress in implementing the recommendations made in the previous evaluation. Virtually all of the recommendations have been implemented, most fully. 

FP6 Review

1.262 Satisfaction with the quality, effectiveness and scope of the advice is very high. The positive comments from those interviewed make it clear that the FP6 advice is adding value to the organisations supported.  The availability of the other IRC services and the shared client base also lead us to conclude that the advice should be provided alongside the main IRC service, wherever that sits.  

Recommendation: We recommend that the FP6 service is continued.

1.263 Measuring the success rate of the support in terms of conversion of proposals to awards is difficult as even failure to get funding is seen as useful experience and there are many variables outside the control of IRC Scotland.  The satisfaction among client firms is the best way of determining if the FP6 advice continues to add value.  One possibility is to implement a satisfaction questionnaire for each supported firm.  However, these do not work well in close ‘adviser’ relationships and indeed get in the way.  Further, firms in receipt of grants who may wish further support or funding are unlikely to be entirely frank.  

Recommendation: We recommend a sample is surveyed annually by phone (not by paper questionnaire) either by IRC or a third party, with the emphasis being on how support could be improved.

1.264 The advice depends on IRC Advisor4’s knowledge and experience.  This is a risk to the continued service.  

Recommendation:  We recommend that other IRC staff begin to acquire similar knowledge.

1.265 Many good applications fail.  Organisations need encouragement to keep applying and conversely, inexperienced organisations need to know the likelihood of success before investing a lot of time and effort.  For a client to make an informed decision about starting or continuing, we recommend that the IRC makes clients aware of the success rate for different instruments and, with case studies, shows the value of persevering.

Recommendation: We recommend that IRC uses different media to explain to firms the benefit of its support

1.266 Providing support is time-consuming and limited resources are available.  We recommend that the support continues as a responsive reactive service rather than spend time proactively recruiting organisations to make applications when they haven’t already considered doing so.  This proactive route is unlikely to bring many new clients and their commitment is likely to be low.

1.267 Part of being a responsive reactive service (and given the value added by the advice), we recommend that consideration is given as to how an organisation about to make an application could be identified and offered support.  IRC clients looking for partners, Proof of Concept Fund clients and SE Account Managers could all provide useful introductions. 

Recommendation: We recommend that consideration is given as to how an organisation about to make an application could be identified and offered support.

	Table 5.1 Implementation of Recommendations from previous Evaluation
	
	

	Recommendation
	Achievement: Full, Partial, Not at All
	Observation

	We recommend that the IRC continues its current approach of encouraging firms to “shape” the FP6 project design thereby maximising the likely value they will derive and push the respective Project Coordinators to keep to the research brief
	Full
	FP6 support is particularly active and has been bolstered by the introduction of the Scottish Proposal Assistance Fund

	When promoting participation on FP6, we recommend that IRC Scotland manages firms’ expectations and covers issues of payment schedules specifically with the potential applicants.
	Full
	Based on our consultations, a lot of ground has been covered on FP6.  The Scottish Proposal Assistance Fund has been introduced and this appears to have increased participation.

	We recommend that IRC Scotland continues to provide TechAlert and EurAlert
	Full
	These services have been maintained.  The process of distributing the information has been streamlined as has the general process for handling enquiries.

	We recommend that IRC Scotland assesses the feasibility of offering a tailored/differentiated service and, if this is done, that it acquires details of the firms’ information preferences when making visits
	Partial
	This appears to have been done to an extent.  The Alert service is due towards sectoral coverage.  However IRC is considering the acquisition of software that will allow it to provide an automated service.

	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.
	Full
	The process for appraising firms has been largely overhauled.  New firms with "speculative" requests must complete Request or Offer details and submit these formerly.  The application process is handled centrally and only when the firm has made a formal response does one of the advisors make contact.  This process appears to have filtered out those firms that had a lower level of commitment.

	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.
	Full
	Advisors have performance targets set for them.  

	When discussing its services with LECs' business advisers, 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.
	Partial
	There is now a much closer relationship between IRC Scotland and LECs and SDI.  Both of the latter groups appear to understand better the requirements of the IRC, the contribution the service can make and the characteristics of targets firms.


	Table 5.1 Implementation of Recommendations from previous Evaluation
	
	

	Recommendation
	Achievement: Full, Partial, Not at All
	Observation

	We recommend that IRC Scotland continues its efforts to build links to other IRCs and enhances its representation on the Thematic Groups.
	Full
	IRC Scotland has developed strong links to IRC Ireland.  It has also been proactive on the Life Science and Technology Thematic Groups.  It also has links to IRC Finland relating to specific opportunities with Nokia

	We recommend that the IRC Scotland Coordinator should be based in the Competitive Business Team at Scottish Enterprise
	Not at all
	This has not happened.  However, the recommendation was driven by the need for better integration between the IRC and functional operations at Scottish Enterprise.  In practice, this has been achieved through the advisors engaging with SDI and the LECs.  In addition, Senior Executive1 has been nominated as the IRC Scotland's point of contact at Scottish Enterprise

	We recommend the staff based at Targeting Technology Ltd be nominated a dedicated "person" manager.
	Full
	This has been achieved.  IRC Co-ordinator2 is the nominated manager of the team and is also the Coordinator for the project.

	We recommend that IRC Scotland continues to monitor the availability of new information sources and databases that might be of benefit to clients
	Partial
	This appears to be undertaken passively

	We recommend that IRC Scotland promotes its services to commercial strategy and business consultants that specialise in business development and expansion
	Not at all
	There have been no obvious links made to commercial consultants.  

	We 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.
	Partial/full
	There has been good engagement with two trade associations, the Bio Industries Association and Electronics Scotland.  Feedback from both of these has been extremely positive.  These links should be maintained and the scope for building contact with other organisations should be pursued.

	We recommend that IRC Scotland continues its effort in building its links to other IRCs
	Full
	We are aware that IRC Scotland has built close links with IRC Ireland and IRCs in Finland.

	We recommend that IRC Scotland continues to enhance its representation on Thematic Groups.
	Full
	The IRC executives liaise/scan the activities of the Thematic Groups as part of their joint working with SDI, trade bodies and when organising events  IRC Scotland are full members of Fish, Life Science, Medical and ICT groups


Transnational Technology Transfer

Consultations

1.268 In terms of our consultations, there is a split between those that were undertaken within the Scottish Enterprise network and those that were external.  For internal consultations, better integration was seen as being paramount and was anticipated would bring improved focus on the priorities of the SDI and Scottish Enterprise.  In addition, the IRC Scotland executives were considered to have valuable skills and be professional in the way they delivered their service.  Specifically, their understanding of the IRC database, the Offer and Request process, negotiations/discussions about IP and technology ownership and generally their awareness and understanding of EU innovation issues were all viewed as being strengths and valuable to the SE network.

Recommendation: We recommend IRC continues to build on its links with SDI and LECs

1.269 The current focus of SDI on both trade development and knowledge transfer makes IRC Scotland an important potential resource for them, specifically their expertise in negotiating TTT agreements.  But there is a difference in client profile - it is unlikely that SDI would choose to work with the small firms that dominate the IRC client base.

1.270 The two external consultees held a different view.  Both of these organisations felt that the broad scope of IRC Scotland's focus was good and it meant that firms operating in sectors that were not covered by SE Clusters or SDI priority targets, but who had good technology, could still receive support.  They also viewed the IRC support as being targeted and specific in terms of the offering to their firms - hands-on assistance with negotiations coupled with information on opportunities through their TechAlert service.

Recommendation: We recommend IRC continues to build on its links with relevant trade bodies

1.271 There is an inconsistency between the targeting of IRC Scotland and that of SE’s Account and Client managed firms and the Clusters and priority market approach of SDI.  This need not be a problem but is something that SE should consider carefully.  In IRC’s favour, small technology firms in niche markets receive support whereas otherwise they might not. In addition, the IRC Scotland approach mirrors that of the Commission’s guidance on selection. 

Recommendation: SE and IRC should be clear on their respective client targeting criteria

Survey Feedback

1.272 There are a number of key points relating to the survey:

 Most of those who have successfully achieved a deal have made offers

 Firms are generally small

 Where an IRC Advisor had left, continuity of support often diminished or disappeared

 Firms that have been through the overall process find the ‘information sharing’ and ‘negotiations’ stages the most difficult and time-consuming

 IRC advisors are viewed as being ‘very effective ‘with an average effectiveness score of 6 (out of 7) and the quality of service is considered very good (same score)

 Firms are more likely to engage in a European project as a result of IRC involvement

 60% of firms cited an improvement in their competitiveness as a result of IRC involvement

 all interviewees who had received a measurable level of support would recommend it to another firm - the benefits cited include

 The firm gets access to information, resources and regular updates

 IRC help with completing applications and presenting proposals

 The firm gets access to larger investors

 The process allows firms to broadcast technology and test its attractiveness to possible investors and partners

 The firm gains access to a Europe wide network

 Firms are introduced to possible partners and can see mutual benefits.

The uniqueness of the IRC

1.273 There are number of factors that we consider make the IRC Scotland activities unique:

 IRC Scotland can find a single (unique) business located in Europe with whom locally based firms can partner - this is done on a one-to-one basis and no-one else offers this type of service

 it provides access to new business networks

 IRC Scotland offers firms access to the IRC database which is unique

 it deals with a very broad range of client needs

 firms have indicated that they do not have time to dedicate to this type of activity - the IRC makes resource available for them to identify new contacts and helps them to select the appropriate ones to follow up (this contributes to the high additionality)

 the IRC Scotland executives can match a firm’s technology to a market opportunity

 when a local firm makes contact with a potential partner in Europe, the foreign firm is more likely to respond than if the Scotland based firm made a cold call – this is a direct benefit of using the IRC database.

 IRC staff are technologically conversant (and can have a strategic influence on firms’ technology development activity)

 due to its specialist nature, IRC does not overlap with other forms of public sector support (from the firm's perspectives).

Recommendation: When an IRC staff member decides to leave, we recommend that the IRC manager allocates a new (temporary) internal contact and ensures that the departing employee informs all of their client firms of the new contact’s name 

The content of a Technology Offer/Technology Request

1.274 Firms considered the form filling to be a dull and uninteresting process.  They suggested that there is scope to include additional information (pictures/supporting data) that would help people at the other end understand better what was on offer or what was required.  In addition, one firm suggested that the response rate might be improved if the content of the offers/requests was made more "interesting".  The approach at present is to present a summary that is factual and technologically accurate.  All offers/requests must pass through the central IRC unit in Brussels and be approved by them.  There may be scope for IRC Scotland to discuss with this unit whether changes of this kind to the content are allowable.

Recommendation: We recommend IRC reviews the scope to improve the ‘dynamism’ of the submissions it posts on the IRC database, taking cognisance of the protocols that apply

1.275 Several of the face to face interviewees indicated that IRC Scotland was more active and professional than some of their European counterparts.  That said, several consultees highlighted the approach taken by IRC Ireland/Enterprise Ireland who seem to be proactive in bringing their clients across to Scotland.  At least three of the Scotland based interviewees suggested that the process of negotiation (seen as being the most time-consuming, frustrating and drawn out element of the overall process) could have been shortened significantly if they had been able to visit the other partner early on.  They questioned whether firms in Ireland were receiving extra support to do this.  They proposed that IRC Scotland could derive benefit from doing likewise.

Recommendation: IRC should assess ways to ‘fast-track’ the information-sharing and negotiations processes.  Firms suggest that early contact between the negotiating parties shortens the negotiations time-frame

1.276 There was mixed response on the efficiency.  The face to face respondents indicated that the information sharing and negotiations stages were the most time consuming and difficult.  Those consulted as part of the telephone survey appear to think that it’s all straightforward – however, none of these firms have progressed through to completion.

The positioning of the service (from firms' perspective)

1.277 There were a number of aspects that firms felt made the IRC service unique:

 the ability to make targeted contacts in Europe

 access to a narrowly defined but very powerful service - the service might best be described as being "inch wide mile deep"

 access to a strategic service - it encourages firms to review their technology or know how and consider how it might be exploited on a wider geographic basis through linking with firms that are largely similar to them in terms of size and activity

 it helps firms become more competitive

 firms receive mentoring support/encouragement from the IRC executives - this is valued by them

 IRC Scotland is seen as being an honest broker.

Impact

1.278 The impact attributable to the IRC downstream activity is significant.  Table 5.2 contains the relevant information.

	Table 5.2 Impact - Downstream
	
	

	
	To Date
	Anticipated Impact estimated in 2 years time

	Programme Cost* (4 yrs)
	£1.457Mn
	£1.457 Mn

	Cost to SE* (4 yrs)
	£701,052
	£701,052

	Gross Sales Generated
	£1.9mn
	£13.72 Mn

	Net Sales generated
	£6 Mn
	£27.48 Mn

	Net Employment
	6
	59

	Net Sales per £1000 spent by public sector (inc EU)
	£4,118
	£18,860

	Net Sales per £1000 spent by SE
	£8,550
	£39,192


* Assumes that 2004/05 Downstream funding is representative of previous years

1.279 It is important to note here that the net impact is that on the economy. The reasons it is of a larger numeric value than the gross impact are:

 The additionality is very high

 Displacement is negligible

 Multipliers are relatively high (given the nature of IRC clients’ activities).

1.280 Timing is key to IRC impact attribution.  There was considerable case activity in 2003.  As it typically takes 18-24 months to conclude a negotiation, it is unlikely that sales will start to accrue from these deals much before mid 2005.

Chapter six

Options Appraisal

1.281 The invitation to tender was explicit in asking for the consultants to consider the options open to Scottish Enterprise when looking at the future of the service.  We set out possible options below – these were designed to facilitate a conversation around the different delivery mechanisms which took place in October 2004. 

1. Do nothing

1.282 With this option, Scottish Enterprise would withdraw from supporting the IRC.  

Cost savings

1.283 By taking this option, Scottish Enterprise would save the budget currently allocated to IRC, giving an annual saving on downstream delivery of £175,263 (£311,382 if both upstream and downstream activities are included) which could be invested in other activity.

Impact

1.284 In terms of impact on the economy, Scottish Enterprise would lose the current and anticipated level of impact attributable to the IRC.  But it would benefit by being able to support other technologically focused activities.

Image

1.285 In terms of image, Scotland would be one of the few countries/regions in Europe not to have an IRC.  In policy, profile and representational terms, this is likely to be viewed negatively.

2. Maintain the status quo

1.286 With this option, IRC Scotland would continue to operate as it does at present.  Its executive staff would link to SDI and the Local Enterprise Companies in addition to building links to trade associations.  The contract for IRC Scotland would continue to be held by Targeting Innovation and the Project Coordinator would be based there too.

1.287 IRC Scotland would continue to assist firms that have IP, know how, technology or some other technology-based differentiation that enables them to exploit the benefits of the IRC database.  Providing that the firm has some form of IP/technology and that it is willing to work cooperatively with another EU firm, it would be eligible for support.

Cost savings

1.288 No Change

Impact

1.289 No Change

Image

1.290 No Change

3. LECs deliver all client contact 

1.291 With this option, Account and Client managers in the Local Enterprise Companies will be trained in the use of the IRC Database and would be encouraged to recruit firms from their client lists.  The IRC targets would complement the other business support targets of these personnel.  The Project Coordinator would remain at Targeting Innovation and would be responsible for liaising with each of the Managers and preparing the necessary reporting information for the Commission.

1.292 This option would give coverage both in geographic terms and potentially in sectoral/cluster terms.  It could also integrate better the IRC activity with that of SE.

1.293 The existing IRC executive staff might not have their employment contracts continued or might be redeployed (and paid for) by SDI.  They would focus on supporting the SDI project activity at a national level.  They could also contribute to enhancing knowledge and understanding within SDI on how to manage the brokering and negotiation of technology agreements.

Cost savings

1.294 If the IRC executives are redeployed in SDI, there is no overall cost saving to Scottish Enterprise.  If they are not redeployed within the network, there will be a saving of salary costs.

Impact

1.295 We consider that the impact is likely to change but that it could go up or down.  For it to be positive, those given the responsibility in the LECs for IRC will need to ensure that it is targeted appropriately and that they invest sufficient resources in the firms most likely to convert to a TTT.  This can be time consuming and requires technological understanding on the part of the LEC advisors.  If these advisors do invest the appropriate level of resource, impact may increase.  However if they do not, impact is likely to go down.  The challenge for the Project Co-ordinator will get bigger as they will have little sanction over LEC-based personnel.  Also if the LEC managers focus on the Account and Client managed firms then the number of firms who have direct access to the IRC resource will be reduced, i.e. the breadth of SME contact will be substantially reduced.

1.296 If the existing IRC executives are redeployed in SDI, impact from their activity is likely to increase given the size profile of SDI’s firms.

Image

1.297 Image within the Commission is likely to remain unchanged unless impact falls and targets are missed.  The image of the service among firms may change - those receiving the service are likely to be encouraged by the shift while firms that are excluded are likely to view the change as negative. 

4. Commercial Consultancy Delivers IRC

1.298 With this option, Scottish Enterprise would encourage a commercial consultancy based in Scotland to bid for the IRC contract. This model is common in certain EU member states (Germany, Denmark). In so doing, SE could decide to make a small contribution by means of incentive but the day-to-day activity would be delivered by the consultants.  They would have the responsibility for preparing reporting information and for being audited although SE might choose from time to time to monitor their performance to ensure that the overall terms of the contract were being met.

Cost savings

1.299 Cost savings to SE are likely to be significant with this option.

Impact

1.300 We consider that the impact is likely to change but that it could go either up or down.  For it to be positive, the consultants would need to integrate the IRC service fully with their mainstream activity.  The selection of the consultant is critical, they must be working in a developmental capacity with firms presently and they must have a good understanding of the application of new technology within business.  They must also be used to working with and understand SMEs.  If the IRC programme is well integrated, targets are likely to be met and may increase (through use of the service by the consultant's clients).  However, the breadth of SMEs engaged is likely to reduce significantly.

Image

1.301 The attractiveness of this option to the Commission is unclear.  This model of delivering the IRC contract through a commercial consultancy is used elsewhere in Europe so it is not something that would be new to the Commission.

5. SDI adopts and integrates IRC

1.302 With this option, IRC Advisor1, IRC Advisor2 and IRC Advisor3 will be managed by SDI.  They will focus on accessing the SDI client base and their targets would be linked to the achievements of SDI targets firms.  From our consultations with SDI, this is likely to be valuable as SDI would gain full access to personnel who are knowledgeable in technology, negotiations and deal making.  This option is also likely to increase the level of coordination and co-operation between the IRC Brokerage Events and the exhibitions activities of SDI. The result would be a significant IRC input on a relatively small number of larger deals.

Cost savings

1.303 There are no cost savings to SE for this option - there is likely to be a departmental reorganisation in who pays (SDI will start to pay, Competitive Business will stop).

Impact

1.304 Assuming the staff members are willing to make the move, the impact is likely to increase as the deals with the typical SDI client would be larger than those of the typical IRC client.  The value of this option is the ability of SDI to acquire personnel skilled in managing technology transfer negotiations and knowing how to close deals.

Image

1.305 Image within the Commission is likely to be unchanged.  

6. Maintain status quo plus incremental improvement

1.306 We have been able identify four areas for incremental improvements that will improve the conversion of enquiries to TTTs for the same or lower cost.

1.307 First, the current success rate is 30 deals for a large number of starts.  Doubling the success rate to 60 TTTs would mean a small incremental improvement in the conversion percentage but to large effect.  This is of course much easier to do at low success rates.  

1.308 Second, the awareness of the IRC service and its capabilities is low among SE Account and Client Managers and SMEs.  Training for account and client managers and marketing for SMEs should improve the absolute numbers of enquiries entering the process and the quality of the enquiries.  The more ‘involving’ the marketing, the better.

1.309 Third, SMEs seem to be keen on false starts and show early loss of interest, as evidenced by the rapid fall off at the start of the process.  A means of further qualifying SMEs before spending time with them would be helpful – it is worth noting that those firms making Offers seem to have more TTT successes.

1.310 Fourth, IRC staff members seem to spend a lot of time with some companies and little with most.  This may be because of sectoral interest or the excellent personal relationships that develop but mostly it is a characteristic of the TTT process which needs to be nurtured to derive a return.  This is time and resource intensive.

Cost savings

1.311 There would be no absolute cost savings but the cost/TTT would decrease significantly. 

Impact

1.312 Impact would double (assuming the higher target is reached)

Image

1.313 A robust evaluation followed by a firm re-commitment by SE to IRC would have a positive effect on image in Europe and would provide ammunition for a PR campaign to raise awareness in SE, the LECs, in Scottish SMEs and among European IRC offices.

Summary

1.314 We have identified a number of criteria that we consider SE might use to appraise the attractiveness of the various options above.  These are:

 Meets needs of all firms (i.e. selection purely on the technological fit and commitment to engage in trans-national activity)

 Impact in economy

 Potential to double the number of deals

 Fits SE prioritisation/targeting structure

 Retains an IRC in Scotland

 Reduces cost for SE.

1.315 In Table 5.3, we score each option against each of these criteria.

	Table 5.3 Options Summary
	
	
	
	
	
	

	
	Meets needs of ALL firms
	Impact
	Can double number of deals
	Fits SE structure
	Retains a Scotland IRC
	Reduces Cost

	Do Nothing
	Low
	Low
	Low
	Low
	Low
	High

	Status Quo
	High
	Medium
	Low
	Low
	High
	Low

	LECs Deliver
	Low
	Low but Med/High if  IRC staff redeployed to SDI
	Low - Med
	High
	High
	Low1

	Consultancy Delivery
	Low
	Medium/high
	Medium
	Low2
	High
	High

	IRC Integrated in SDI
	Low
	High
	Low
	High
	High
	Low

	Status Quo Plus
	High
	High
	High
	Low
	High
	Low


1 – High if IRC staff employment contracts are terminated 

2 – High if the consultant’s client profile matches that of SE’s Account and Client Managers




























































































































� UK: Business Links, Welsh Development Agency and Scottish Enterprise   Ireland: Enterprise Ireland and Shannon Development Agency





www.oherlihy.com
1
O’Herlihy & Co. Ltd. 

_1164028309.ppt






IRC 3

IRC 1

IRC 4

IRC 2

IRC Database

		Requests

		Offers

		Technology Missions

		Brokerage Events  



Figure 2.1  - IRC TTT Activity 
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Fig 2.2  IRC Funding (2004/05) and Downstream Application
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Figure 4.2		Future Sales
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Figure 1.1		        Methodology
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Figure 4.1 - The Population

Population of Firms

FP6

TTT

FP6 Successes : 7 organisations 19 projects

FP6 ‘Retained for Funding’ : 3 organisations 4 projects

FP6 IRC played a key role, no outcome: 6 organisations 18 projects

Signed

Negotiations

2000-2004 Signed TTT: 17 organisations 19 deals

2004+ Signed TTT: 9 organisations 13 deals

39 organisations 103 Negotiations (incl 5 involved in TTTs

59 organisations where IRC involved but no negotiations yet

14 firms ‘matched’ - status unclear (14.07.04)








