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Enterprise and Culture Committee:  

Business Growth Inquiry, September 2005

SUBMISSION FROM ITI SCOTLAND LIMITED 

ITI Scotland is pleased to contribute to the Scottish Parliament’s Enterprise and Culture Committee’s 
inquiry into how the rate of sustainable business growth in Scotland can be increased over the next 
10 years.  In particular, our evidence is focused on improving innovation in Scotland by initiating 
market-driven Research & Development and providing opportunities for the business community to 
exploit the resulting technology. 

This document represents the view of the Intermediary Technology Institutes (ITIs) which make up ITI 
Scotland Limited. The ITIs are happy for this submission to be put into the public domain.  

The document has been written from the perspective of the ITIs; consequently our comments focus 
on growing commercial R&D activity in Scotland across our three specific market sectors: energy, life 
sciences and techmedia (digital media and communications).   However, the brevity of this evidence 
cannot take into account the variations that each particular market sector requires.   

ITI Scotland believes that, given time and continued support, the ITIs will have a positive effect on 
innovation and business enterprise R&D in Scotland. We do not claim to be the entire solution but we 
are pleased to highlight those features of our model which seem, at this early stage, to be working 
well. 

Summary 

Nurturing innovation is a vital part of building sustainable business growth in Scotland.  Within 
innovation, the ITIs are one part in a pipeline of support for business enterprise R&D developed by 
Scottish Enterprise.  Throughout our submission, we suggest the key factors that will ensure the 
continued success of Scotland’s ITIs are: 

 Market Focus: utilising a sophisticated Market Foresighting process that ensures the 
ITI strategic direction is at all times linked to what is happening in global markets; 

 Commercial Credibility: ITI Scotland is not a grant making body but an autonomous 
company with a rigorous commercial focus, staffed by people with successful track 
records in business; and 

 Speed of response:  with a global scope the ITIs have many quality opportunities 
and have exceeded expectations on the speed at which they have reached full 
capacity. 

 

Overview of the ITIs 

The Committee have already heard a detailed explanation of the ITI model at its Information Day in 
Dundee in June 2005.  The following is offered as a brief recap. 
    
ITI Scotland Limited is a single legal entity, a company limited by guarantee.  The company has a 
funding agreement with Scottish Enterprise but works autonomously with our own Board, corporate 
governance and policies.  It comprises three operating groups and one administrative/shared service 
group: 
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 ITI Techmedia in Glasgow – CEO David Creed 

 ITI Life Sciences in Dundee – CEO John Chiplin 

 ITI Energy in Aberdeen - CEO Tony Amor 

 ITI Operations in Glasgow – CEO Roger Dickinson. 

 
Each ITI’s goal is to act as a catalyst for the development and sustainable growth of its market sector, 
i.e. energy, life sciences and digital media and communications.  The aim is to bridge the innovation 
gap between early stage research and high growth business opportunities. 
 
Each ITI operating group has public funding via Scottish Enterprise available for investment in R&D 
projects.  The ITIs are not eligible for European funding under the present EU Framework 6 for 
Research and Development because we do not carry out research ourselves, rather we contract this 
activity to the best provider for the particular programme.  However, as the details of Framework 7 are 
currently under discussion we are making representations to the Commission for a change in this 
approach.   
 
2004-05 was the first full operating year for the ITIs.  To summarise our operational achievements: 

 11 Research and Development programmes commissioned 

 Over £70 million funds committed to Research and Development 

 13 Market Intelligence and Market Foresighting reports published 

 Over 230 members joined the ITIs 

 9 members’ meetings and seminars held 

 Each ITI established an Advisory Board 

 Recruited teams of expert staff for each ITI. 

 
Although focused on their market areas, all the ITIs seek to identify and initiate sound, market-driven 
R&D programmes that have potential to be of significant benefit to the Scottish economy. They 
engage proactively with the business and academic communities to ensure maximum input and 
involvement. 

The ITIs and Creating Sustainable Business Growth in Scotland 

Why does Scotland need the ITIs? 
 
As other witnesses to the Business Growth Inquiry have already noted, the UK has a strong science 
base but derives limited economic benefit from this asset. According to the Lambert Review (2004), 
only 16 per cent of business benefit from knowledge generated by universities.  In Scotland, the 
situation is even more acute.  As a percentage of GDP, Scotland’s business enterprise research and 
development (BERD) is 0.77 per cent compared with a UK average of 1.24 per cent.  The EU and 
OECD averages are respectively 50 per cent and 200 per cent higher than in Scotland (EP Assoc & 
Harrison 2004).   
 
There are also few high growth technology companies in Scotland.  According to Scottish Enterprise, 
for every one million of population, Scotland has 50 high-tech start-ups while Massachusetts has 180.  
Although Scotland has a number of small/micro businesses in technology, relatively few reach scale.  
While steps are being taken to address this, Scotland still has few industry clusters with strength and 
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depth to become global centres.  This leads in turn to limited opportunities to attract, nurture, and 
retain talent (both scientific/technical and entrepreneurial).  Overall, Scotland’s Total Entrepreneurial 
Activity Rating is 4.6 compared with Ireland’s 10, New Zealand’s 14 and India’s 17.  
 
The ITIs are one part of a pipeline of R&D support that Scottish Enterprise is fostering.  Our primary 
focus is on applied research – bridging the gap between business needs and research capabilities.  
 
The ITIs have been structured to support the specific strengths and challenges in Scotland but are 
based on intermediaries that been successful elsewhere. Although it is early days for the ITIs we 
believe that the way in which the ITIs: focus on meeting global market needs; manage intellectual 
assets and knowledge transfer; and conduct R&D projects and programmes offer important lessons 
for enhancing business enterprise R&D and thereby for building sustainable business growth in 
Scotland. 

Focus on Meeting Market Needs 

If Scotland’s economy is to benefit more from the nation’s strong scientific base, it needs to find ways 
to match more closely the needs of the market with our research capabilities.  This is the core 
challenge for the ITIs.   As Scottish Enterprise noted, the ITIs will act “in many ways as a proxy for the 
relative lack of strategic corporate R&D in Scotland. 
 
For the ITIs to be successful, it is imperative that they focus on developing market-driven intellectual 
property. The name ‘ITI’ or ‘Intermediary Technology Institute’ reflects their position on the innovation 
scale, between ‘technology push’ and ‘market pull’.  

 
‘Technology push’ is characterised by curiosity-led research and serendipitous invention where 
inventors believe that their technology is significant enough in its own right to develop a following. 
Often, what is lacking is the immediate vision that will determine the technology’s use since there is 
likely to be little market disruption within this limited time horizon. At the other end of the scale is 
‘market pull’, where it is the vision of the long-term future of the market that shapes the technology.  
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The ITIs operate in the intermediate time horizon, anticipating market demands beyond the time 
during which there is widespread confidence that most business assumptions will remain valid.  
Within this time horizon it is possible to imagine how the future will be shaped by events and trends 
happening now. Thus, the technology businesses that result from ITI R&D will be linked to global 
market demand from a position of technological competitive advantage. For the energy sector this 
time horizon may be 10 to 20 years; but for the digital media industry it may be only 2 to 5 years. 
Typically, it is anticipated that most ITI led R&D activity will be focussed on market opportunities 
within a 3 to 10 year timeframe.  
 
In order to ensure that the ITIs are able to make informed R&D investment decisions with the correct 
level of vision they have a sophisticated Market Foresighting process that ensures their strategic 
direction is linked to what is happening in global markets. Market Foresighting is a broad process that 
involves a structured way of anticipating potential future market demands and opportunities. This is a 
process which the ITIs have been applying and refining over the last 2 years, since their launch in 
September 2003.  
 
The Market Foresighting process is a framework for ordering and analysing ideas about the future 
and it is essential to the effective operation of the ITIs. The objectives of the process are:  
 

• To identify global strategic and emerging market demands over an appropriate time-scale  
• To continuously monitor trends in relevant research fields, identifying new market relevant 

scientific understanding and technological developments 
• To maintain excellent, up-to-date knowledge of the relevant competitive arena  
• To maintain an excellent knowledge of Scotland’s commercial and research capabilities 
• To identify specific, potential, market opportunities for Scotland 

 
Thus the ITIs over time will hold a wealth of data which will ensure that Scotland is capable of 
operating at the leading edge of global technology development. This wealth of information is shared 
with all ITI members thus aiding them to make business decisions and compete in global markets.  
 
ITI R&D programme identification and initiation begins with a detailed process of market and 
technology assessment that identifies ‘themed’ market opportunities, and the potential for the 
development of new technology to meet these anticipated market requirements. This rigorous 
process involves a combination of both primary and secondary research and utilises input from 
subject matter experts with global domain knowledge. Once a ‘paired’ market and technology 
opportunity has been identified, the ITI’s will carry out a full programme scoping. This scoping work is 
supplemented by input from ITI Members and the wider business community who bring programme 
proposals to the ITI for evaluation alongside the key technology themes currently being investigated. 
Only after this detailed scoping work is complete, and the ITI is satisfied with the market opportunity 
and its ability to create technology to meet that opportunity, will a programme be approved.  
 
The programme development process follows that which is typically applied in a commercial 
environment and follows best-practice from across a range of industries. This process has been 
developed, implemented and refined by ITI staff who have been specially selected for their sector 
knowledge and strong commercial backgrounds.    
 
Throughout every R&D programme, the ITI is constantly re-checking its activities and output against 
the market and its evolving requirements to ensure that the resultant technology platform has 
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maximum value to the market and is thus capable of returning maximum economic benefit to the 
Scottish economy.  

Engagement 

Engagement with the wider community to bring knowledge of market foresighting, IP management, 
licensing and commercialisation is seen by the ITIs as an essential part of encouraging and informing 
business growth in Scotland. Our specialist staff present at national and international conferences 
and seminars, are members of various scientific, technical and business advisory groups and have 
facilitated links with international companies outside of their core ITI remit 
 
The ITI model relies on the long term nature of knowledge-sharing collaborations and the continuity of 
interactions both with, and between academia and industry. We bring new contacts and a different 
balance to academic - industrial collaboration within our programmes. In addition, Scottish 
exploitation increases the likelihood of ongoing relationships between academic research providers 
and companies commercialising ITI intellectual property. Our Advisory Groups or Boards bring 
together a combination of international expertise in academic research, industry and finance that 
adds to the collective knowledge of the ITI’s existing knowledge base. 
 

Intellectual Assets and Knowledge Transfer 

Successful knowledge transfer is an essential component of knowledge-driven economic growth – 
which must form part of Scotland’s future sustainable business growth. Previously referred to as 
“technology transfer”, the term “knowledge transfer” recognises that the successful transfer of a 
technology from a developer to a commercialisation partner, involves far more than the physical 
handover of a technological innovation.  
 
The ITI’s fully recognise this, and their Intellectual Asset Management Model ensures that, know-how, 
technology (incorporated in various types of intellectual property) and associated Intellectual Property 
Rights (IPR) are transferred to commercial licensees. In this way, onward development profiles have 
shortened time lines and reduced costs. It is widely recognised, however, that the capture of “know-
how” and its successful transfer is a challenging task. For this reason, Intellectual Asset and 
Knowledge Management specialists are employed within ITI Scotland to work with research providers 
to both manage information capture through the programmes and to identify mechanisms for 
crystallising know-how into transferable media. 
 
The ITI market foresighting process is a key component of knowledge transfer.  It identifies global 
markets for emerging technologies. Moreover, it also enables a truly Scotland-wide perspective on 
available research expertise and background IPR across the three key industry sectors of Energy, 
Digital Media & Communications, and Life Sciences, thus ensuring the ITIs play most effectively to 
existing Scottish knowledge strengths. It takes a global view on identifying appropriate IPR and 
technologies. The scale and depth of this market intelligence gathering can be seen by the 13 reports 
that have been published on the Members’ areas of the ITI websites.  
 
All ITI R&D programmes are ‘managed’ throughout their duration by ITI-employed, experienced 
programme managers who, together with their colleagues in Intellectual Asset Management and 
Marketing, ensure strategic direction, commercial focus, appropriate patent registration and 
knowledge capture and transfer.  
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Furthermore, each ITI can act across the entire breadth of its own sector, as well as overlapping with 
the other ITIs and beyond into the ‘white spaces’ between the ITIs. This ensures that we assess the 
broadest marketplace to identify opportunities that have a real resonance with Scotland’s company 
and research base. 
 

Delivering Successful R&D Programmes 

If the level of successful BERD is to be increased in Scotland, it is necessary for those involved to 
take a long term, flexible approach to R&D.  For the ITIs this means that we, quite properly, 
account annually for our performance but our strategic approach is longer term.  The ITIs clearly have 
to take a flexible approach to doing business if they are going to be a long term player in their 
respective markets.  We operate to commercial time frames and practices. Our reputation is based on 
being able to retain this commercial focus, credibility and trust with our partners.   
 
For example, the ITI preference will always be to own 100 per cent of the intellectual property 
created. However, from time to time, we need to apply the ITI model in the particular circumstances of 
the opportunity that has arisen.  We would suggest that if the technology is right and Scotland can 
benefit sufficiently then the ITI view will be to invest. This may mean developing projects on the basis 
that the ITI doesn’t own 100% of the IP created, particularly if partner companies and organisations 
co-invest a significant amount of their own cash and potential upside alongside ITI cash and input.   
 
The ITIs input ‘control’ mechanisms that will ensure Scotland has a ROI but we can not be rigid about 
how we do business.  This is not a simple “tick box” exercise. The commercial reality is that there are 
ideas out there with academics and SME’s that offer opportunities but they do require support in a 
number of areas to take them to the next stage of development.  This can not be achieved without 
recognition that there has to be a flexible approach to each potential project and equally across the 
ITIs to balance economic benefit to Scotland and financial return. 

Focus 

The ITIs manage and drive this process from start to finish with a rigorous commercial focus.  The 
speed of our response is critical and, we believe, distinguishes us from other publicly funded 
initiatives.  For example, in 2004-05 the ITIs demonstrated the ability to step up to full capacity far 
sooner than anticipated.    
 
The commercial credibility of our staff, and particularly of our CEOs, is also important.  This must be 
perceived as a “real business” led by “real business people”.  Some 95 per cent of our people have 
been recruited directly from the private sector and the company’s culture rejects bureaucracy.   That 
is not to say we are not aware of and adhere to the diligence required due to the nature of our funding 
model.  Delivering value for money is fully accepted by the ITIs.  However, it is fundamental to our 
credibility within our market sectors that, despite our public funding, ITI Scotland operates 
consistently as an autonomous independent company.  Within that structure, the focus of the three 
separate market ITIs must be fully upon building their reputations in their own sectors. 
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Conclusion 

The ITIs scope and vision is global.  The money the ITIs invest may appear substantial but in 
global context it is relatively small. Our success depends on our ability to develop technologies that 
meet market needs around the world.  We work very closely with industry and academia across 
Scotland but are equally conscious of the need to be aware and be part of what R&D activities are 
taking place around the world.  In that context it is essential that we continue to build on the existing 
and potential public and private, research and commercial networks that we work with globally.  
Strategic, global long term focus is critical to achieving results for Scotland.   
 
The technologies that we develop over a sustained period of time – and sufficient time is essential - 
will result in Scotland creating ‘evidence based’ ‘centres of excellence. Scotland will be recognised 
globally for the successful creation and commercialisation of technologies in key themes of 
technology.  It will have a sustainable supply chain of knowledge including undergraduate and post-
graduate programmes, research expertise in universities and commercial companies (SME’s) and 
world leading businesses built around technical innovation and service, be they start-ups, SME’s or 
multi nationals.   
 
The ITIs do not give “grants”.  We look for clear return on investment in economic benefit and in 
financial terms for Scotland before we invest in an R&D programme.  We have strict milestones to 
ensure that the technologies that are created are done so based on world leading practices and can 
provide a platform for businesses to grow.  As an example, in the area of IP we design the most 
appropriate IP strategy around a particular technology to maximise its potential application. We 
protect and enhance this where and whenever possible, all elements that small business would find 
difficult to do either because of access to the know-how, the time to do it, or the funds to secure 
global protection.  
 
But Scotland must ensure that it creates the support infrastructure around the companies that help 
develop these technologies or use them in their businesses.  Before we decide to invest in an R&D 
programme much attention is paid to the commercialisation strategy.  We have a clear path to 
market and we involve companies that not only help us to develop the technology but also as part of 
the market acceptance and onward commercialisation.  In most instances we involve the potential 
end users of a product or service in the process.   
 
The result is that the ITIs will create technology which will give companies clear commercial 
advantage, which has been de-risked to attract early stage and second stage investment, and that 
will support the successful market penetration of the core technology as part of a formal business 
product or service offering.   
 
To deliver sustainable business growth in Scotland, businesses at all levels require the necessary 
support mechanisms around them to ensure that they are effectively financed, skilled and have the 
management skills in place to continue to grow the business.  The ITIs on its own cannot provide all 
the support directly and it is essential that there is a joined up approach to other support 
mechanisms, both public and private.  However, the ITIs are more than willing to play their part. 
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SUBMISSION FROM SCOTTISH ENTERPRISE 
 
Introduction & Background  
 
Scottish Enterprise (SE) welcomes the opportunity to submit evidence to the 
Enterprise and Culture Committee’s review into business growth.  
 
Growing Scotland’s economy is the Scottish Executive’s top priority. The 
Framework for Economic Development sets out the Executive’s overarching 
economic development strategy and the recently refreshed ‘A Smart, 
Successful Scotland’ (SSS) sets out an enterprise strategy for Scotland.   
Growing Business is one of the three main strategic themes of SSS, 
alongside Skills and Learning and Global Connections.  
 
One of the characteristics of a vibrant and self sustaining economy is a 
dynamic, innovative and adaptive business base that can compete globally 
where appropriate to capture existing and emerging markets.  Scotland has 
companies that can and do compete with the best in the world (15 of 
Scotland’s companies were in Europe’s top 600 by added value in 2002/03 – 
source: RBS). The challenge is to develop and grow more companies that can 
emulate them in terms of scale, competitiveness and global reach. Given the 
speed at which other parts of the world are developing we need to address 
this challenge with a real sense of urgency, a point constantly emphasised by 
our International Advisory Board.   
 
SSS is a strategy, not just for SE and Highlands and Islands Enterprise (HIE), 
but for Scotland as a whole. Within this context, SE has a pivotal role to play 
in realising Ministers’ ambitions for the Scottish economy.  SE’s primary 
function is to act as a catalyst to stimulate greater, better and faster 
investment in Scotland’s economy.  SE’s focal customers are businesses 
who, with our support, offer the potential to have a higher than average impact 
on the Scottish economy.  This means working with companies to help them 
achieve their potential, create jobs, raise incomes and ultimately put Scotland 
on a higher growth path.  Given the breadth of the issues involved that impact 
on business growth we recognise the importance of working with others to 
develop an understanding of the wider challenges that need to be addressed 
and take action to promote business growth in Scotland. Indeed we welcome 
the central theme of the refreshed SSS of ‘success through partnership.’  
 
The growth of businesses, from small start-ups to international firms is 
essential for the health of any economy. It is the process by which wealth is 
generated for the benefit of all. A growing business will generally be one that 
is more innovative, utilising new technologies to improve productivity and 
profitability through the development of new products, processes and 
services. And one that is constantly looking for new market opportunities in 
which it can improve its performance in all aspects of its operation.  
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Strong growth of existing businesses and increasing the number of high 
growth start up businesses has a direct long term impact on GDP - this is 
demonstrated across the world. As with many countries a small number of 
companies make a big contribution to Scotland’s output and growth. Less 
than 0.5% of all new firms grow beyond 50 employees over 6 years, and most 
businesses remain small employing under 10 people. Conversely, Scotland’s 
top 100 companies generated added value of over £40bn across all of their 
operations in 2002/03 (although not directly comparable Scotland’s GDP in 
2002 was £73bn) and grew by 5.7% significantly above overall GDP growth 
(source: RBS).  
 
The leaders of growth businesses often exhibit strong creativity and drive and 
embed these cultures within their organisations. High productivity, high levels 
of research and development and recognition of the value of their staff and 
strong support for career and skills development are common features of 
growth companies.  
 
Growing businesses are wealth generators that support the expansion of both 
the private and the public services. The public sector has a key role to play in 
generating an environment that is conducive to growing business. Indeed 
many of the characteristics entrepreneurship which are essential for 
stimulating company growth, are also vital in building a strong and supportive 
public sector. The quality of public institutions can make a significant 
difference to the overall economic strength of a country and can be a factor in 
influencing investment decisions. 
 
Scotland’s performance – the global perspective 
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Scotland’s progress towards a Smart, Successful Scotland is analysed in the 
SSS Measurement Framework published by the Executive. 

 
 
 
 
The framework looks at a range of indicators and compares Scotland’s 
position as much as statistical sources allow with OECD countries (it also 
looks at intra UK comparisons). The table above is taken from the latest report 
and summarises Scotland’s position and relative change in the lead indicators 
of the framework over the period 1999-2002.  
 
This framework provides a useful overall starting point for understanding 
where Scotland is placed, what progress it is making and where the 
challenges lie. Overall performance in terms of GDP per head is towards the 
top of the third quartile of OECD countries. All of the lead growing business 
indicators are in the third quartile, while learning and skills and global 
connections comparisons range from top to third quartile. This emphasises 
the challenges faced in addressing the growing business agenda. The 
progress towards closing the gap also emphasises that this is a moving target 
as other countries develop. Improvements have been made in a number of 
indicators but equally others have declined. On balance there is more positive 
progress against the OECD, although progress is more mixed relative to other 
parts of the UK.  
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Challenges for Growing businesses 

 
An indication of the growth potential of a business is its commitment to seek 
and take advantage of opportunities. In order to do so, it must be able to 
access the necessary external resources and operate within a supportive 
business environment. The environment in which businesses operate is a key 
driver of their ability to succeed.  It is important that Scotland has this 
supportive environment, both in terms of the availability of resources and the 
regulatory framework. 
 
There are many different assets or resources that a company needs to draw 
upon to support its growth and these will vary at the different stages of its life 
cycle. The more rapidly a business grows the more assets it requires - skills, 
technology, finance, strong networks, market knowledge and good 
infrastructure. Increasingly, the competitiveness of global markets means that 
businesses need to respond rapidly to take advantage of opportunity. 
Businesses that are in an environment that makes it easy for them to grow 
and take advantage of opportunity are much more likely to be successful.  
 
It is therefore important to understand the aspects of the business 
environment in Scotland that have an impact on the ability of the Scottish 
business to grow, and to highlight issues or gaps faced by Scottish 
businesses that must be addressed.  By addressing these challenges, 
Scotland can create a self-reinforcing spiral of growth, with Scottish-based 
businesses being more creative, well informed and linked into the global 
market place. 
 
 
An Environment for Business Growth 
 
There are many countries that are recognised as having conditions which are 
conducive to the formation of new companies and the growth of existing ones.   
A given region will have its own strengths and challenges and in many 
instances, the public sector has intervened to strengthen aspects of the 
environment, e.g. the establishment of the technology intermediaries such as 
the Fraunhoffer Institutes in Germany and the Ontario Centres of Excellence 
in Canada to support the growth of business R&D. 
 
Evidence suggests that companies which are growing have an increased 
reliance on the availability of skills e.g. recent research indicates that growth 
companies have twice the demand for recruitment and key skills than other 
comparable organisations. Concentrations of companies within Growth 
sectors put an even bigger demand on particular common key skills required 
by many companies - this is an area of significant focus for SE in terms of 
clusters and key industries policy.  
 
A business must also be able to ‘fuel’ its growth by having access to skilled 
people, technology, to finance and business networks. All firms draw on these 
assets particularly during periods of growth, but larger companies can often 
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channel internal resources to support growth.  However, small and medium 
sized companies generally absorb these resources from external sources, 
making them very dependent on the business environment in which they 
operate. 
 
An important part of this business environment, over which Governments at 
all levels can exert significant influence, is the regulatory framework in its 
broadest sense (including planning regulations for example) within which 
companies operate. If developed carefully, in collaboration with business and 
other stakeholders, this can become a source of competitive advantage.  
 
It is essential that the fiscal regime, with business rates and regulation in 
balance to ensure both good governance and tax revenue returns does not 
impede business growth potential.  Most of these issues are reserved to 
Westminster, but have significant impact on businesses in Scotland. 
 
The main components of a strong business environment are considered 
below, along with commentary on Scotland’s performance and a view on the 
actions that are required to strengthen our position.   
 
 
1. People 
 
 Characteristics 
 
 One essential characteristic of a strong business environment is the 

availability of skilled and talented people, to work at all levels of the 
business. This includes technical skills and competences and the 
increasingly important area of core skills such as customer care, 
communication and team working.  

 
 In regions that have supportive business environments, high level 

positions are easily filled and often attract candidates with international 
experience. Business R&D is well served by Higher Education 
Institutions (HEI) through academic resource and graduate output. The 
region or sector is well recognised as being aspirational, with ambitious 
goals and a clear roadmap of how to get there. This in itself acts as a 
magnet to key talent.  Evidence also suggests that a relatively small 
number of key individuals stimulate a significant amount of company 
growth. Their leadership, strategic approach and management 
capabilities are the major contributors to the success of individual 
companies.  The population density of actual and potential 
entrepreneurs is a key indicator of the future growth of the economy of 
a region.  
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 Scotland’s performance 
 

 Overall, Scotland is well served in the current demand for people. Most 
evidence suggests that there are few general skills shortages for the 
current business requirements in Scotland (source: Futureskills 
Scotland), and Scotland has a well educated workforce (29% of those 
aged 25-64 have tertiary education, higher than Sweden, Germany and 
above the UK average). However there is evidence of some specific 
skills gaps, particularly core and soft skills, along with some specific 
skills shortages in certain key sectors e.g. energy and life sciences. 

  
 Scotland produces a large number of well qualified graduates, although 

a number of them leave Scotland to find jobs that fully utilise their skills. 
Employers can readily source high quality graduates but they have 
much more difficulty in recruiting and retaining individuals with 
significant management and international experience, skills that are 
often required to take a business forward.  Similarly, there is anecdotal 
evidence of potential investors’ concern about the competency of 
management in small firms - investors often back ‘B’ class technology 
with an ‘A’ class management team whilst turning away ‘A’ class 
technology brought to them by a ‘B’ class management team.   

 
 Scottish entrepreneurs are plentiful and can be found in major 

companies across the globe - the challenge for Scotland is how to 
attract them back, or encourage them to stay and start their business 
here. There are many businesses in Scotland which could, with more 
ambitious leadership, exhibit significant growth. Lower levels of 
ambition or a desire to maintain a ‘life style’ business means that 
opportunities may not be grasped and growth is curtailed.  

 
 Scotland must also learn to celebrate the contributions these people 

make to the well being of Scotland - we must recognise that business 
growth requires risk taking and that great lessons are often learnt by 
failure subsequently applied to the next challenge.  

 
 There is a vast evidence base on general issues concerning 

management skills in Scotland.  However, the evidence on the specific 
issues of management skills and ambition and their links to 
organisational and economic performance is thin.  Much of the 
research is partial but suggests that the management skills demanded 
by companies meet their current needs in terms of efficiency and 
productivity. In addition there is no conclusive evidence that the supply 
of management skills is inadequate to support faster growth.  However, 
there are indications that Scottish managers are more concerned with 
internal growth dynamics rather than growing the business through a 
focus on external expansion through technical innovation, new 
products and new markets, all key factors identified in successful 
growing companies. 
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 There is evidence which is suggests a link between the current quality 

of management skills in the UK and UK economic performance.  For 
example, Porter and Ketels argue that the quality of management skills 
could be one of the factors that explain the UK’s relatively poor 
performance with respect to innovation and the application of 
technologies; and a study by the Chartered Management Institute 
argues that management styles in many UK businesses are not 
conducive to the creation of high performance cultures in which 
innovation and creativity can flourish. 

 
 Comparing managers of businesses in Scotland and the USA, one 
report  finds that: 

 ‘Scottish entrepreneurs seem more concerned with … ‘internal’ 
growth dynamics, with less emphasis on growing the business 
through a focus on external expansion through technical 
innovation, new products and new markets. This is in contrast 
with their US equivalents, who attach much greater importance 
to achieving ‘external’ growth, through increased sales, 
 and expansion into new territories and new markets.’ 

 
 While another report identifies the characteristics of companies with 
 consistently outstanding performance as: 

• ‘a strong management, clear of its strategy, able to communicate it 
easily to staff, customers and investors, and then execute it 
rigorously’ 

• ‘an ability to innovate, be it technology, product design or customer 
relations’ 

• ‘successful international expansion.’ 
 

In summary, two of the key characteristics of the outstanding 
companies are the ability to innovate and successful international 
expansion. It is in these that Scottish managers need to assess 
themselves if they wish to perform better. 

 
 Actions required  
 
 Scotland must ensure that it continues to provide the level of skilled 

employees to support a growth economy. The flow of science and 
technology graduates must be sustained by increasing the awareness 
and interest in these areas in Scotland’s schools, and we must 
continue to build confidence, and a ‘can do’ attitude amongst our young 
people. Careers Scotland has an important role to play here. 
Entrepreneurship must be recognised as a key skill that can be valued, 
encouraged and nurtured.  

 
 SE’s current initiatives seek to address several skills issues – both from 

the standpoint of specific technical skills but also the softer skills. 
Support must be provided for company & management development, 
to enable businesses to grow and globalise. Industrial Studentships, 
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Enterprise Fellowships and the Bioscience Advisory Service are 
examples of support available.  The importance of entrepreneurship is 
widely recognised and there must be an increased effort in this area to 
support both those in business and the next generation that will enter 
business.  The Scottish Institute for Enterprise should ensure that all 
students within higher education have a strong grounding and 
awareness of what it takes to be a good entrepreneur.  

 
 There must be a coordinated plan to ensure continued provision of high 

quality people to support the growth economy embodied in ‘A Smart 
Successful Scotland’. Working in partnership, SE is committed to 
increasing the awareness of the career opportunities available in 
business, science and technology both in the future workforce of 
educational institutions as well as with businesses locally and 
internationally. Enterprise education is as a key part of life long learning 
and is essential to the economic health of Scotland. 

 
 We believe the key is to work more closely with individual account 
managed  companies to stimulate demand for higher levels of skills and 
new  technologies. 
 
 We must address the ‘chicken and egg’ conundrum – high quality 

experienced people will come to Scotland and fewer will leave when 
there are exciting and demanding positions for them to fill – high quality 
experienced entrepreneurs are the drivers of companies that create 
these opportunities! Both ends of the problem must be tackled 
simultaneously.  

 
 Activities underway to foster the establishment and growth of 

companies that have the potential to achieve significant size are of 
critical importance. The work underway to support the building of high 
quality management teams along side high quality business plans and 
ideas together with linking key individuals both locally and globally with 
business through the activities such as SE’s Global Scot programme 
and High Growth Team support are significant steps along the way. 

 
 There is sufficient evidence to show that there is a need for some 

collective action in Scotland to improve awareness of, demand for and 
supply of management and leadership development activity. It is 
important that this issue is addressed through partnership of the key 
stakeholders including employers themselves.  

 
 The Fresh Talent initiative is an important component to deepening the 

experience base of the workforce and bringing new entrepreneurial 
perspectives to Scotland. Most regions experiencing rapid growth have 
significant inward migration of both entrepreneurs and required skills.  
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2. Physical Infrastructure 
 

Characteristics 
 
Regions experiencing strong growth have general physical 
infrastructure that support that growth. The road, airports and 
telecommunications networks facilitate business both locally and 
internationally and constraining issues are quickly addressed. One only 
has to look at the speed of development in areas such as Shanghai to 
understand how critical ease of communication is in the modern global 
market place.  There are three specific aspects to business 
infrastructure: connectivity, business accommodation and business 
infrastructure.  All require a planning environment that supports 
economic growth.  
 
Connectivity: 
Broadband is a key part of a successful business infrastructure - the 
requirements for Next Generation Broadband (NGB), in terms of 
connection speeds and timescales, are a minimum availability of 
20Mb/s by mid-2007.  In addition, transport networks in the successful 
business environment are integrated and well connected both internally 
and globally. 
 
Business Accommodation: 
In a successful environment, the specific business infrastructure needs 
of companies are catered for with the (private or public) provision, of 
specialised incubators or growth expansion space.   
 
Business Infrastructure: 
Business benefits from a strong infrastructure including 
communications, water and sewerage, and power infrastructure which 
is developing at a pace which anticipates and accommodates 
businesses’ aspirations to grow.  The approach that has been taken in 
Denmark to public investment in physical infrastructure and test 
facilities that support the on-shore wind turbine sector has helped them 
capture 50% of the global market in on-shore wind power generation 
equipment.  

 
          Scotland’s Performance  
 

Connectivity: 
Virtual connectivity infrastructure has improved with the roll out of mass 
broadband, predominately for the consumer market – neutral fibre is 
required to enhance competition and increase provision of broadband for 
businesses. Currently, the take up of broadband by business is 
approximately 36%, a position that has improved relative to other UK 
regions over the past year.   
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International transport connections have also improved with a range of 
new air services in Scotland funded by the Route Development Fund. 
However, internal connections have not kept pace with the demands in 
relation to the movement of people and goods.  Scotland certainly faces 
significant challenges; congestion in the central corridor and major rail 
hubs working at capacity; poor connectivity between the cities and 
airports and congestion in many of the major cities.   
 
Business Accommodation: 
General markets for high quality business accommodation is operating 
effectively in particular within the main city regions.  Major challenges 
remain in providing accommodation for high growth technology 
companies, where the scale of investment in specialist accommodation 
is high and is challenging to many private sector partners.  Significant 
investment continues to be made in this type of accommodation by 
Scotland’s principal competitors for technology based investment. 
 
Basic Infrastructure: 
Constraints exist in basic infrastructure and utilities provision, in 
particular water and drainage at a number of key economic development 
locations in Scotland’s city regions.  Significant business infrastructure 
projects are currently being delayed and costs incurred as a direct result 
of these constraints.   
 
SE’s submission to the Executive’s ‘Modernising the Planning Process’ 
consultation contained many cases studies of the drag which the current 
planning regime exerts on economic development.  Planning regulation 
is often identified as a major constraint on business development. 

 
 Actions Required 
 

Connectivity: 
SE will build on the ATLAS experience – with six business parks to 
pilot neutral broadband fibre benefits to business.  The Scottish 
Executive are about to commission a further phase of research on 
NGB with a view to developing a road map for Scotland.  Further work 
is also required in demonstrating and promoting the use of broadband 
to create business advantage as part of e-Business adoption, 
particularly in relation to higher bandwidth applications.  
 
There should be continued focus on the Route Development Fund, and 
significant investment in internal transport to support economic 
development priorities for Scotland.  The Scottish Executive’s 
Transport Delivery Plan is also important, the delivery of which will be a 
vital complement to SE’s business growth strategic objectives – e.g. 
improvements at Waverley Station, rail links to Glasgow and Edinburgh 
Airports, public transport developments in Edinburgh, the Borders rail 
link and a road building programme.   
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In addition, however, there needs to be further focus on connectivity 
within and between Scotland’s city regions, in particular between 
Edinburgh and Glasgow along the M8 corridor, and between 
Edinburgh, Dundee and Aberdeen. 
 
Business Accommodation: 
Additional investment is required in accommodation for high growth 
technology companies to support growth opportunities afforded by the 
strength of the research base – e.g. implementation of the Centre for 
Biomedical Research as part of Edinburgh Science Triangle, and 
continuation of SE Strategic Investment Plan which has approximately 
£35m of spend in 05/06 related to SE’s priority industries. 
 
Basic Infrastructure 
It is important to ensure that basic infrastructure investment is aligned 
to the economic development priorities for Scotland.  This means clear 
priority for investment in locations such as Clyde Waterfront, Clyde 
Gateway and Edinburgh Science Triangle (e.g. from Scottish Water in 
particular). 
 

 
3. Knowledge 
 
 Characteristics 
 
 Business growth is driven by innovation - the ability to develop, access 

and apply knowledge, in response to a market need is critical to 
innovation.  Regions that experience high growth have well established 
academic research, attracting funding from both public and private 
sectors, and both business and government recognise the value that 
the research brings. Patent levels are high and accessed on a regular 
basis, transfer of knowledge from the academic base is strong and 
intellectual property (IP) intermediaries are active and growing. 

 
 Companies are actively engaged in research, resulting in a high level 

of business and enterprise research and development (BERD) with 
most companies within the sector owning and developing their own IP.  
The strong sense of belonging to a growth sector is reinforced and 
demonstrated by the fact that sharing and pooling and trading of 
Intellectual Assets are commonplace.  

 
 Scotland’s Performance 
 

Scotland has a strong knowledge base most notably in its higher 
education institutes but is beginning to make more of it in commercial 
terms through a range of knowledge transfer mechanisms.   Scotland 
continues to perform extremely well in terms of academic research 
(reflected in the number of Higher Education Institutes’ departments 
achieving a 5* rating in the research assessment exercise). Much of 
this research is recognised as world class and is increasingly attracting 
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high levels of public and private funding and attracting a higher 
proportion of UK research council funding relative to its research 
population. 
 
Scotland university sector has a higher level of patent publications than 
the rest of the UK with all Scotland’s HEIs having well established 
commercialisation offices.  The uptake and application of this research 
and associated patents is however, the major challenge for Scotland.   
 
The level of business & enterprise research and development 
undertaken by companies in Scotland is very low - at 0.8% GDP it is 
50% of that of the UK, most of this BERD being undertaken by a small 
number of firms.  The interaction between the research base and the 
business community is weak, although there is significant interaction in 
some sectors. 

 
 Overall there is a strong supply of knowledge but little demand from the 

  
 business community, resulting in low knowledge transfer rates and 

poor market drive for research. There has been a demonstrable 
increase in the emphasis being placed upon commercialisation by the 
HEIs with higher levels of business funded research, higher levels of 
spin out activity, and increased licence revenues. 

 
The importance of building new and existing companies through the 
transfer of intellectual property (IP) has long been recognised in 
Scotland and programmes have been put in place to promote the 
intellectual capital base within business. Modifications have been made 
to the allocation of funding by Scottish Higher Education Funding 
Council (SHEFC) to support knowledge transfer (KT) and inclusion of 
KT metrics in the research assessment exercise (RAE).  
 
Programmes targeted to supporting the commercialisation of 
knowledge include the Proof of Concept Fund, Enterprise Fellowships 
and the Edinburgh Stanford link. Other mechanisms have been put in 
place to support the interaction between researchers and businesses 
such as Score and SEEKit.  

 
The establishment of three intermediary institutions, ITI Life Sciences, 
ITI TechMedia and ITI Energy, to identify significant market 
opportunities is aimed at highlighting the potential to businesses, 
strengthening demand and  supporting their entry into the global 
market place in areas where Scottish companies can play a major role.  
The ITI’s have been structured to support the specific strengths and 
challenges in Scotland but are based on intermediaries that have been 
established and impacted elsewhere.  The ITI’s will help identify 
opportunities for new technology development clearly aligned to global 
emerging markets – acting in many ways as a proxy for the relative 
lack of strategic corporate R&D in Scotland. 
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 Actions Required 
 

Many mechanisms are available to support the commercialisation of 
research. An increasing focus must be placed on the support of those 
businesses that recognise the importance of R&D to their success.  
R&D is essential to the creation of new products and services. To 
support business growth, Scotland must increase the level of R&D 
undertaken within its business base. This will reflect the innovation 
taking place within growing businesses as they seek to address new 
markets and to capture a larger share of existing ones.  
 
A business may not be able to utilise new technology immediately, it 
must develop an understanding of and ability to undertake R&D - a 
business may not have internal resources in R&D and will need to gain 
this knowledge from elsewhere. It is often difficult for an SME to 
interact with external researchers. 

 
It is important that businesses experience the value of R&D to the 
bottom line of their business. It is insufficient to provide access to 
funding for R&D without also providing support to enable an SME to 
take its business forward. An SME will often benefit most from specific 
problem solving, access to ‘know-how’ and the support of others who 
have experience of applying R&D.  
 
In addition to supporting those academics who are interested in 
undertaking commercially driven research, there is a critical need to 
support business interactions with those academics who are driven 
more by the excitement of problem solving and the transfer of know 
how to SME’s.  Existing mechanisms make this difficult – in terms of 
the ability to identify the most appropriate partners but also in terms of 
the recognition given to those academics who engage in this activity. 
. 
Universities Scotland recently announced the formation of a single 
entrance point for SMEs to the HEI’s which will simplify these 
interactions. It is also important that further progress is made on 
increasing the recognition of and the availability of funding to those 
academics who work with SMEs in this way. Knowledge transfer 
metrics are increasingly being used in allocating funding through 
SHEFC. 
 
Recognising the components that must be in place to allow a business 
to begin to undertake R&D and ensuring that the business can finance 
its growth over the longer term is critical.  
 
Several mechanisms are presently in place to support businesses who 
wish to undertake R&D, notably SCIS, SMART, SPUR and SPUR+ 
schemes as well as the recent R&D Plus scheme to support large 
businesses. SE welcomes the debate on the funding of business R&D 
which it will be hosting in June.   
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4. Access to Finance 
 
4.1 Characteristics 
 
 In a region that has a strong business environment there are 

knowledgeable & sophisticated lenders/investors active at all levels of 
investment. There is ready access to a pool of investors/lenders at all 
stages of company growth and the skills, attitudes and capabilities of 
companies in the region attract the confidence of investors.  

 
 The conditions of investment are reasonable and acceptable and a 

fiscal environment enables the financial support of companies. Overall 
there is a demonstration of the effectiveness of the system through 
good deal flow and the availability of follow on funding. 

 
 The publication of the Macmillan Committee on Finance and Industry 

report was the first to highlight an early stage risk capital gap in the UK 
that was inhibiting the growth of companies. Since then a raft of 
government and regional policy initiatives has been implemented 
aimed at closing “the equity gap” and by so doing improving 
national/local economic performance.  

 
 The effectiveness of this single market gap ‘silver bullet’ approach has, 

however, been questioned in recent years with the publication of 
reports (by the UK Treasury, EIB/EIF, OECD, etc. and SE’s own 
research) that look at the relationship between the overall investment 
market of economies and their productivity and competitiveness. This 
more systemic approach indicates that economies with a well 
developed overall investment market tend to be more competitive. By 
contrast, where a weak or fragmented investment market exists, 
competitiveness is likely to be poorer and economic growth slower. 

 
 
 Scotland’s Performance 
 
 From this perspective SE has been gathering data on the Scottish 

investment market for the past 5 years. Using this primary data and 
other secondary sources, several key indicators for the Scottish 
economy suggest that the investment market is not operating efficiently 
at a number of levels in addition to the early stage equity gap. 

 
• British Venture Capital Association (BVCA) figures show a steady drop 

in the number of all deals reported by members in Scotland between 
2000 and 2003. The same report show the £ level of BVCA member 
investments at all stages in Scotland to be the lowest since 1994, 
falling from a high of £440m in 2001 to £109m in 2003 (a 75% drop). 

• The average size of deals also reduced over the 2000-2003 period 
suggesting an increasing under-capitalisation issue for many 
companies. 
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• While other empirical research indicates that the actual number and 
value of deals happening in Scotland over the 2000 to 2003 period was 
considerably higher that the BVCA figures, largely because of angel 
syndicates, the market is nevertheless very weak in key areas. 

• The number of VCs regularly active in the Scottish market has dropped 
significantly in the past 5 years. VCs also now tend to be involved in 
larger, later round deals and much less frequently syndicate with the 
angel syndicates who undertake the majority of early stage 
investments.  

• A range of recent reports commissioned by SE and others have 
highlighted a continuing market gap for companies in the £2-5m range.  

• Recent figures for investment in early stage venture capital as a % of 
GDP show: USA 0.147%, Sweden 0.094%, UK 0.066%, EU 0.050%, 
Scotland <0.050% (estimated).  

• The Business Enterprise R&D (BERD) as a % of GDP figures for 
Scotland, which themselves are directly affected by the amount of 
investment capital available to companies, show a similar picture: 
Sweden 2.6%, US 1.75%, OECD average 1.5%, UK 1.24%, Scotland 
0.77% 

• The Global Entrepreneurial Monitor report continues to indicate that 
Scotland is under performing in terms of business start-up rates 
relative to economies of a similar scale and sophistication. If the GEM 
upper quartile average for risk capital investment is used as a baseline, 
instead of the £200m being invested in Scotland annually, the figure 
ought to be closer to the £1 billion level. 

 
• A recent RBS report highlighted the disproportionate contribution of 

medium-sized firms (£250m - £1billion in turnover) to Scottish GDP and 
GVA. However, the paper then went on to report that such firms are 
underrepresented in the Scottish economy and that no new medium-
sized firms have been formed in the Scottish economy for the past 
decade. By implication, the absence of a source of long term patient 
capital appears to be a major contributing factor to this. 

 
Evidence shows Scotland attracts investment from a relatively small 
group of investors.  One key aspect to improve is to attract investment 
from a wider and more international pool of funders. SE’s current 
programmes seek to address this and include the Business Growth 
Fund, Scottish Co-Investment Scheme, Investor Readiness 
programme in addition to generating attractive investment prospects 
through POC, Spinouts, ITI’s. 

 
 Actions Required 
 
 While the recently introduced Scottish Co-investment Fund and the 

Business Growth Fund have had a remarkable impact on the Scottish 
early stage market (in 2003/4, with only 4% of money invested, SCF 
and BGF were involved in 44% of all early stage deals), this tackles 
only one stage in the investment market. If, as the data suggests, the 
Scottish market is not adequately supporting the growth of businesses 
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beyond the early investment stages and not investing sufficiently at the 
R&D stage, then the Scottish economy has a deep rooted problem that 
must be addressed. 

 
A recently published Edinburgh University Management School report, 
based on SE sponsored research, summarises the challenges for 
Scotland well:  
• Scotland lacks a fully ‘joined up’ risk capital market. 
• An exit crisis exists for mid-sized Scottish technology companies 

because of a shortage of Scottish trade sale buyers for such 
companies. 

• There is a deep rooted funding crisis in Scotland resulting from an 
absence of long term patient development capital. 

 
On the supply of capital, the report, drawing on evidence from a range 
of sources and the experience of the authors, concludes that existing 
venture capital in Scotland is unlikely to expand significantly and that 
angel investing will not pick up the slack because of a lack of depth of 
personal wealth. 
 
Finally the report recommends that: 
• New sources of risk capital must be established in Scotland; 
• New long term patient capital funding instruments need to 

developed; 
• A flow of venture capital from outside Scotland should be sought; 

and, 
• New investors should be brought into Scotland. 
 
Research from around the world strongly suggests a strong positive 
relationship between well developed local investment markets and 
economic performance. The Scottish investment market is currently 
weak in a number of critical areas. SE has already introduced very 
successful products to increase deal flow and investments levels in the 
early stage market (Investment Ready Support, the Business Growth 
Fund and the Scottish Co-investment Fund).Currently we are also 
undertaking market consultation on the possible establishment of a 
major later stage fund (target £150m+), to support the growth of mid-
sized companies by providing long term patient capital investment in 
deals above £2m. Proposals have also been put before the SE Board 
for the possible development of a Stretched Seed Capital Fund to 
provide risk equity at the pre-seed, seed and pre-revenue stages to 
companies undertaking high growth potential R&D.  
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This suite of products once fully operational will not only be critical in 
helping build a much larger and more active private sector investment 
market in Scotland but also make sure that risk capital is available for 
the high growth potential companies emerging from other initiatives 
such as the ITIs, Proof of Concept, the SE National High Growth Start-
Up Unit, RSE Enterprise Fellowship Scheme, PSYBT, etc.  
 

 All of the above schemes need to maximise private sector leverage 
 wherever possible. 
 
5. Market Connectivity 
 
 Characteristics 
 
 A region that has a strong environment for business growth is 

recognised globally as being amongst the best in the world in a given 
market sector and exhibits a higher rate of growth when compared to 
the world market. 

 
 There is strong, active engagement in global markets through market 

  
 research, strong connectivity and targeted product development and 

sales. The Sector as a whole - and as individual businesses - will be 
closely linked with growth markets and have a deep understanding of 
their customers requirements and the competency and nature of their 
competitors.  Businesses within the region compete on more than price 
differential – focusing on aspects such as innovation and value product 
features well beyond its local markets. 

 
 The global recognition will be manifested in the region regularly 

attracting major exhibitions, conferences and visits that enable others 
to learn from its experience.   

 
 Scotland’s performance 
 
 Scotland has many sectors that are well connected to the global 

market place. The Energy sector, particularly those aspects associated 
with oil and gas extraction is an excellent example of business sector 
with strong links to the important global centres for their industry. This 
has led to many of the businesses forming international partnerships as 
well as diversifying into other markets beyond the North Sea.  

 
The Life Sciences community is recognised internationally as having 
significant key competencies and with whom many major international 
players have formed alliances.  
 
Scotland has been successful in the past in attracting foreign direct 
investment, with over 13% of the inward investment into the UK coming 
to Scotland, and significantly 16% of all the UK’s R&D inward 
investment has been attracted to Scotland, 
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 Actions Required 
 

Scotland must increase its understanding of the global market place 
and seek to identify those areas in which it can most effectively 
compete. Businesses must gain a more detailed knowledge of both the 
markets they wish to target and the competitors they will face - there 
and increasingly in their home space.  
 
The work being undertaken by the ITI’s in specific market areas 
associated with Energy, Life Sciences and TechMedia will enhance the 
awareness and connectivity of businesses working in these fields. The 
international nature of their membership will encourage a deeper 
understanding of global trends and enable businesses in Scotland to 
gain better access to overseas markets. 
 
The Global Connections strategy within SE’s operating plan has a clear 
focus on increased involvement in global markets. As a consequence 
we are currently recruiting 33 new posts to increase our presence in 
key global markets. Companies must be supported in their efforts to 
understand and do business in the world marketplace. 
 
Increasingly, markets are becoming truly global and geographical 
remoteness is less of an issue. However, the importance of personal 
contact remains significant in terms of understanding market and 
customer requirements as well as the ability to form partnerships and 
transact business. Businesses must be able to travel to and from their 
chosen markets and there must be a cost efficient and effective 
transportation system that allows those goods to move freely to the 
customer. 
 

 
6. Networks 
 
 Characteristics 
 
 In an environment that supports strong business growth, there is active 

interaction between organisations aimed at mutual benefit. There is a 
proliferation of joint venturing, partnering and cooperation with often 
common investment in ‘infrastructure’ that is needed by all for success 
– agreement on standard procedures, staff training, and health & safety 
accreditation etc.  This cooperation is predominantly positive and there 
is little collusion between players. 

 
 There are frequent and fruitful industrial to academic links, with 

knowledge networks and events being widely used and actively 
attended.   
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Local industry association’s work together to build the capacity of the 
sector which recognises the benefits to all members of the growth of all 
aspects of the sector. 

 
 The major players within a sector work to support the growth of the 

sector as a whole and do not over exploit the power which they wield 
within it. 

 
 Scotland’s performance 
 

SE has taken a clusters based approach to industry support and has 
focused on several key sectors – Energy, Micro and opto- electronics, 
Life Sciences, Creative Industries and Digital Media, Forestry, Food & 
Drink, etc as well as providing specific support for other industries – 
construction, textiles etc (see appendix). A review of the approach 
taken by SE in key sectors is presently underway and will inform the 
way forward in key sectors. 
 
An essential component of the clusters approach is the importance of 
fostering the development of strong networking of all of the main 
players within the sector.  There is evidence of strong networking 
taking place in many sectors and there is an increasing linkage to other 
partners out-with Scotland.  The recently published Community 
strategy for Life Sciences in Scotland is evidence of both the 
recognition of the value of networking but also the way in which it can 
drive a coherent approach to the development of a sector through joint 
working.   
 
There are many industry bodies in Scotland that act as key 
components of the network, many of these having identified partner 
organisations who have shared agendas. An example of this is the 
linkages being explored in the Scottish Technology Forum. Many 
industry sectors have created a specific forum in which they can 
discuss issues common to all business in the sector for example, 
Forum for Renewable Energy.   
 
It is important however, that these networks are not over-parochial, 
each region having to have their own.  Scotland is a very small place 
and critical mass in networking can only be achieved when being 
addressed at the national level.  All too often, the competition is seen 
as another city of region in Scotland rather than from another region of 
the world. Edinburgh and Glasgow together are a powerful force. 
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Actions Required   
 

Scotland must begin to act together and strengthen not only its national 
connections, but also those with other regions that are necessary for 
the success of its business.  Intra-regional competitiveness has the 
potential to be both a positive and a negative driver.  Scotland must put 
aside local differences and recognise the benefits of the value of the 
whole being greater than the sum of each part.  Prioritisation of 
programmes and activities must be done at a Scottish level, 
recognising the different component that come from the different 
regions within it. 
 
Each industry should have a vision for the future that recognises the 
importance of connections with others, establishing partnership and 
shared goals. It is important to develop a better understanding of the 
ways in which networking is employed in regions similar to Scotland, 
highlighting the benefits to individual businesses of partnership and 
sharing. 

 
7. Other factors and issues
 

The distribution of the contribution of different types of business to the 
Scottish economy is striking, over 40% of Scotland’s GDP is generated 
by 10% of its businesses. The over-whelming number of businesses in 
Scotland employ less than 10 people. There is a lack of companies of 
size in Scotland (only about 50 firms with turnover of £20 – £80M) and 
few companies exhibit the capacity for high growth (only 20% of 
companies with turnover of £20 – £80M grown to over £100M). 
 
In order to enable business growth, we must enable small companies 
to grow larger and medium size companies to become businesses of 
significant scale. This means a focus on the pipeline of company 
growth, recognising and supporting the needs of companies as they 
progress.  It is also important to remember that business ‘churn’ is also 
a valuable component of growing economies – the sell-on or closure of 
businesses is a significant way in which resources are developed and 
recycled into other potentially more vibrant business opportunities. 
 
It is important to ensure that individuals in Scotland understand and 
execute on the benefits of starting a business, this creates jobs and 
entrepreneurial experience. As in any economy, many of these 
businesses will reach a size and stabilise, others will go out of business 
and recycle the experienced people back into the economy. It is 
especially crucial that those businesses that have the potential and 
aspiration to grow are encouraged and supported to do so.   
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The recent report on the impact of attracting and retaining HQs on 
business growth highlights the importance of these entities to the 
broader environment for business growth.  While the direct economic 
benefits from HQs (employment, etc.) are relatively small, the indirect, 
developmental benefits are much more significant. These relate to 
purchasing, R&D, the development of extensive and deep labour 
markets, and to the attraction and retention of talent. 
 
More high-level HQ functions are likely to come from indigenous 
companies rather than inward investors.  This supports the move to 
stimulate the growth of existing companies, for example through the SE 
Companies of Scale initiative. It also highlights the fact that the number 
of HQs in Scotland is ultimately a function of size of the stock of 
companies and the role played by continued efforts to support the 
creation of new companies. 
 
SE is presently completing its strategy to support the Growing 
Businesses agenda within SSS and is also undertaking a review of the 
approach being taken to key industry sectors and clusters. Both of 
these will be available to the committee when completed. 
 
 

8. Conclusion 
 
 There is no single solution to enabling business growth; it can only be 

achieved by business itself. The role of the public sector must be to 
‘enable’ businesses by ensuring a strong business environment exists 
around them. 
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Developing the Scottish Investment Market
Market Performance

£250k £2m £5m £15m

• 75% drop in institutional investment between 2001- 2003
• Lowest level of BVCA investment in Scotland since 1994
• Average size of deal reduced by over 40%
• Significant thinning of VCs in Scottish market
• Investment as a % GDP 

US 0.147% 
Sweden 0.094% 
UK 0.066%
Scotland < 0.05%*

Early
Stage



Objectives (SE Board Nov. 2002) ….
Short Term

• Increase the amount of “equity gap” venture capital available to the SME 
market that does not displace any existing fund activity in this segment of 
the market.

Long Term

• Increase the amount of equity based risk finance available to growing SMEs 
in Scotland to enable them to realise their full potential.

• Ensure Scotland-wide access for SMEs to viable risk capital funding, 
making equity based investments in smaller amounts.

• Increase the supply of quality Fund Managers operating in the “equity gap”.

• Attract new investors into the market that have not previously invested in 
this sector of the venture capital market. 

• Demonstrate to potential investors that commercial returns can be made by 
funds investing   in the SME “equity gap” thus promoting the private sector 
venture capital industry.

Get More Money Into the Scottish 
Market!

Get More Investors into the 
Scottish Market!



Products

• Investment Readiness Support

• Business Growth Fund

• Scottish Co-investment Fund

Supply

Demand

£



Investment Readiness Programme

• Uniform SE Network product
• Available via Local Enterprise Companies
• Advise companies on the investment readiness of proposals
• Discretionary matched grant of up to £10k to access private sector 

professional support  
• Signposting to appropriate funding sources
• Feeds into BGF and SCF
• Annual Budget 



Business Growth Fund

• Provide loans or equity in the £20k-£100k range
• Repayable/redeemable over a 5 year period
• Debt can also be considered for conversion to equity 
• Equity taken at agreed value
• Ordinary/preference shares   
• Company has first option to buy back shares 
• Completing about 60 deals annually
• Annual Budget £5m 



Scottish Co-investment Fund

• Co-Invest, pari passu, alongside private sector Partners

• Fund size - £90 million (£20m SE, £25m ERDF, £45m private sector)

• Investment period - 6 years to April 2009 
• Max. SCF investment - £500,000 per company
• £2 Million deal ceiling 
• SCF Executive Team within SE Investment Directorate
• SCF Advisory Board



£250k £2m £5m £15m

Early
Stage

Developing the Scottish Investment Market
Sharing Risk With The Private Sector

• 248 deals
• Public £19.5m 
• Private £55m
• Leverage 1:3 

BGF

• 93 deals
• Public £11.4m
• Private £27.4m
• Leverage 1:2/3

SCFInvestment Ready

• 312 grants 
• £1.2m Committed
• £25.4m Equity Raised



SCF  Partners
AMJ Private Equity Discovery Fund
Adaptive Ventures E-Synergy Ltd.

Hamilton Portfolio

MMC Ventures Ltd.
Nova Technology Fund
Pentech Ventures

Aurora SAIL

Biocatalyst International Spring UK Ltd.

Braveheart Ventures Ltd. UKSE Fund Managers Ltd

Da Vinci Ventures

Sigma Technology Management
Simpson Research

Upstarts UK Ltd.
WL Ventures

Albany Ventures

Alice Ventures
Archangel Informal Investments
Ashleybank Investments Ltd.

Bank of Scotland Equity
Barwell PLC

Caledonia Capital Managers Ltd
Charlotte Ventures



With just 4% capitalWith just 4% capital
involved in 44% of all dealsinvolved in 44% of all deals

http://www.environcom.co.uk/index.asp
http://www.sstsensing.com/index.htm
http://www.microemissive.com/
http://www.pentechvc.com/portfolio/critical_blue.html
http://www.outerlight.com/
http://www.biopta.com/
http://www.adventi.com/index.html


Mid – Later Rounds

Seed

£250k £2m £5m £15m

Early
Stage

Developing the Scottish Investment Market
Emerging Market Gaps

Companies of Scale
Mechanism to support next 
stage growth & market development

High Growth Potential Ventures
Mechanism to accelerate 
the commercialisation process



£250k £2m £5m £15m

The Scottish Investment Fund

Developing the Scottish Investment Market

Stretched Seed Funding
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SUBMISSION FROM EQUITAS 
Why does the Scottish economy lag? 

A short look at a few central economic statistics show’s Scotland’s underlying 

economic problem in sharp relief. 

 

First, Scotland’s GDP per head is near the bottom of the European league – 

only Spain, Portugal and Greece are poorer.  Next, the gap is growing 

consistently.  Scotland’s GDP growth rate over the last 28 years is also at the 

bottom of the league – at 1.6 per cent per annum.  Ireland leads with 5.2 per 

cent, and the rest range from 2 to 3 per cent.   

 

Why do we have this problem?  As soon as one asks this the Philosoraptors 

wrestle with the Bloatocrats.  Much rhetorical blood flies.  But we do have 

some cold hard apolitical answers to that “why”. 

 

Comparing numerous economies – large countries and small, young countries 

and old, high tax and low tax, shows three numbers which correlate best with 

rates of economic growth:  Investment as a percentage of GDP, research 
and development (R&D) expenditure as a percentage of GDP, and the level 

of entrepreneurial activity.  

 

High growth economies invest 18-20 per cent of GDP each year.  The UK 

invests 16 per cent. A disproportionate amount of this (compared with high 

growth economies) is invested in housing.  The best estimate available for 

Scotland is that we invest less than 10 per cent of GDP each year, much of it, 

too, in housing.   

 

Part of Scotland’s problem lies in the large proportion of the economy which is 

accounted for by the public sector, for the public sector has consistently 

shown itself unwilling to invest (note that a fashion has grown for describing 

current consumption as “investment” in order to give the impression of 

prudence.  Sadly the economy can tell the difference, and hence does not 

grow). 
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A further part of the problem comes from the fact that Scotland has a very low 

density of personal investable wealth compared with other major economies.  

As an example, if we form a list of people in descending order of wealth in 

order to reach a sum total of £20bn of net personal assets, the Scottish list 

has to include some 1,600 people.  The same sum needs two people in 

England, and half a person in the USA. 

 

A third source of the problem may be found in the low density of large 

powerful companies with headquarters and owners in Scotland.  Scotland’s 

largest and most powerful company (RBoS) more or less abandoned 

investment in Scotland (apart from in property) after the technology crash.  

Few other such companies remain, as we have a depressing tendency to sell 

them to non-Scots (a tendency aggravated by the fact that income from a 

business is taxed at 50%, but capital profits on sale are taxed at 10%). 

 

Ideally an entrepreneurial people would fill the investment gap with 

entrepreneurial investments.  The Babson Global Entrepreneurship Monitor 

(GEM) measures entrepreneurial activity worldwide each year, sampling 

74,000 people and 1,000 experts in 29 countries representing 95 per cent of 

global GDP.  GEM is the gold standard for understanding entrepreneurial 

activity around the world.  The 2001 GEM report showed that the world 

average percentage of adult working people active in creating or running 

young companies (less than 42 months old) across those 29 nations was 

around 10 per cent.  Scotland barely reaches 5 per cent on the same 

measure – a shortfall of about 100,000 entrepreneurs at any one time. 

 

Why are our people so much less entrepreneurial than those of our peers?  

The answer lies in a lethal blend of perception and lack of investment cash. 

 

Startup is perceived universally as a high risk business – most people think 

that only one or two in ten new businesses “make it”.  In fact detailed research 

(both here and in the USA) shows that seven or eight in ten “make it”, and that 

start-up death is the exception, not the norm.   
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But the Mortality Myth is pervasive and persistent, and leads rational people 

to remain in employment, for rational people tend not to think they are in the 

most skilled 20% of the population.  We need to kill the Mortality Myth. 

 

Second, people considering startup accurately perceive that startup cash is 

hard to come by.  Our own research shows that if Scotland were operating at 

startup levels equivalent to our OECD peer group then approximately £1bn 

per year would be flowing into startup and young companies (roughly 2% of 

GDP, as it happens). 

 

In 2003 the actual flow was £124m, and in 2004 it will be somewhere in the 

region of £160m.  The flows are growing, yes, but remain critically low.  The 

amount of cash allocated to this market by the holders of investable wealth 

(angels, VC investors, Hybrids) is again choked off by investors’ perceptions 

of the Mortality Myth – a four to one shot seems a lot less attractive than a 

unit trust or an investment property. 

 

In order to raise Scotland’s growth rate we need to see a marked increase in 

investment. 

 

How our government should help 

 

Much has already been done, and the situation is not worse still because of 

those efforts.   

 

• Our society’s perception of the worth of entrepreneurs as part of 

society has now been transformed, at least among people younger 

than 40. 

 

• Entrepreneurship is now exposed, and even taught, in primary, 

secondary and tertiary education. 
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• The investment market, at £160m per year, is some ten times as large 

as it was in 1999 (although still smaller than in its peak year in the 2001 

technology boom). 

 

• Support systems are commonplace. 

 

• We have deepening levels of business building skills in our economy. 

 

• Fiscal and tax incentives to invest have never been better. 

 

What else can be done? 

 

We have two recommendations: 

 

• Kill the Mortality Myth once and for all 

 

• Use public capital to catalyse the creation of two or three large (£200m-

£300m) long term private investment funds, to provide investment 

capital at all levels of the young company market.  A precedent for 

such funds may be found in Investors In Industry, founded in the 50s 

and aimed at much the same problem, and subsequently listed as 3i.) 

 

One thing is sure.  Unless we move the investment ratio we are condemned 

to grow at 1.5% per year, and slowly slip into the third league of world 

economies.  No amount of political rhetoric can push back brutal numbers. 
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Overview 
 
Scotland has a long established culture and record of major scientific and 
technical innovation that continues to-day. International recognition was 
achieved between the first half of the 18th century and the middle of the 20th 
even though the Scottish economy was financially stressed for considerable 
periods.   
 
The predominantly heavy engineering industrial base created has, over the 
last 20 years, shrunk very significantly, the rate of decline being masked by 
inward investment. That investment was largely based on enabling 
technologies that originated outside Scotland. With a few exceptions, the 
application of locally originated technologies has fallen over the same period.   
 
To-day, while scientific innovation and invention remains buoyant, the 
successful commercialisation of that intellectual property presents all sections 
of the Scottish economy with a significant challenge. 
 
This paper presents a practical, Scotland-wide solution to that challenge. 
Already endorsed by three leading UK PLCs, the intensive management-
orientated approach has proved too innovative for virtually the entire Scottish 
financial sector.   
 
 
ACM Catalyst 
 
ACM Catalyst (ACM) has successfully pioneered the co-ordinating and 
enabling “Hub” method of maximising the commercial potential of inventions. 
Its management team is recognised by both originators and major companies 
for its considerable experience in developing successful major businesses in 
the UK and Scotland.    
 
Brief introductions to ACM’s directors are included in the appendix.  
 
 
Current “inventiveness” status 
 
Derived from current UK data:  
 
• Scotland accounts for less than 1/10th of 1% world population yet 

generates a little under 1% of worldwide patents. (Source : UK Defence 
Diversification Agency – DDA). 

• The DDA considers that 85% of all UK patents are dormant. 
• The Institute of Patentees & Inventors has reported that 98% of all UK 

privately awarded patents are not commercially successful.  
• Proctor & Gamble estimate that close to 33% of all worldwide patents are 

now generated by private individuals. (Source FT) 
• The cash cost of private invention is very low especially when compared 

with commercial “R&D”. 
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• The value of lost potential UK economic output has been set by the DTI at 
£165Bn per annum, broadly equal to £16Bn in Scotland. 
 
 

Reasons For Low Success 
 
• Over an extended period, a highly significant percentage of private 

technology originators / inventors have demonstrated severely limited 
understanding of all the commercialisation processes adopted by major 
companies. 

• Originators also have considerable difficulty working in accordance with 
controlling corporate procedures.   

• Major companies are under constant pressure to be highly efficient 
managerially and financially. They have virtually no mechanism, capacity 
or appetite to accommodate the free-thinking attitudes of very many 
originators. 

• New companies require start-up capital of broadly £0.100 - £0.750M. 
Described as the equity gap, this funding is virtually unobtainable from the 
private financial sector. The public sector has helped with matched funding 
but, as originators almost always have no significant capital, they are 
excluded from the matched funding mechanisms.             

• This funding void is a direct consequence of the near 80% reduction in the 
number of Scottish, private sector, institutional providers of private equity 
capital over the past 20 years. This is a UK-wide problem - “Institutional 
investors are unlikely to be clamouring to invest in the UK equity-gap 
market,” Phil Cammerman, managing director of Yorkshire Fund 
Managers.  These attitudes and trends are now being increasingly found 
within the ranks of Business Angel groups. 

• Finally and vitally, for over 20 years, neither the Scottish nor UK 
investment sector generally has been willing to adopt innovative methods 
to finance start-up companies.  

 
As a result, the welcome objective of the Scottish Parliament and the 
Executive to build a modern, knowledge-based economy - “Smart, 
Successful Scotland” – will remain undelivered unless both bodies 
support highly experienced commercial / industrial practitioners to 
implement corporate venturing in Scotland.  
 
 
Corporate Venturing - the new approach 
 
In the USA, corporate venturing has played a major enabling role in the 
continuous flow of successful new technology-based companies. At its 
simplest, corporate venturing companies provide both capital and 
management resources as well as technical endorsement to start-up 
companies with excellent growth potential. 
 
Major participants include Intel, Microsoft, GSK, 3M, Raytheon, Dell, Bechtel 
and GE. It is noteworthy that the executive managers of MIT Ventures in 
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Boston have regular contact and commercial discussions with Motorola, Intel 
and Hewlett-Packard.  
 
In the UK, corporate venturing is in its infancy and the successful companies 
will be those that capitalise on the dynamics identified by Proctor & Gamble.  
 
To enable that to happen, ACM’s function as the co-ordinating and 
enabling “Hub” is critical :   
 
• The entire evaluation process and the interlocking of the originator, his / 

her product and securing the involvement of the endorsing corporate 
venturing company must be handled by an experienced group of business 
directors / managers (Management Group).  

• The Management Group individuals must command significant respect 
within targeted corporate venturers for their achievements and overall 
acumen. 

• The inventor of any novel product or process must be an enthusiastic 
supporter of the Management Group’s involvement.  

• The Management Group’s selection of a product or process depends 
heavily on their knowledge and understanding of the needs of identified 
major companies and their relationships with the financial market.  

• As soon as significant interest has been created within a potential major 
customer, the Management Group initiates the formation of essential 
cross-company relationships. 

• The comprehensive strategic business plan for the novel product is 
prepared by the Management Group, incorporating the needs of the 
supportive major company (ies) and the originator.  

• The initial financing for the new product business is provided by the 
supportive venturing company (ies) subject to their requirement that the 
Management Group must run the new business on a daily basis. 

 
Three major companies with operations in Scotland and 2 U.S.  
companies are already working with the ACM Management Group as it is 
providing the co-ordinating hub and intensive support to two external 
originators. No institutional investment manager, venture capital trust or 
business angel syndicate, has been prepared to support ACM to date nor has 
it been able to obtain a bank loan on realistic terms or support from the 
Business Growth Fund. 
 
 
Advantages for Scotland 

 
The benefits of corporate venturing arise at both the macro-economic and 
opportunity specific levels. 
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Macro-economic : 
 
• Smart Successful Scotland will be dynamically reinvigorated with no 

parallel in the UK. 
• As the initial venturing companies are increasingly recognised for their 

success, additional participators will be attracted in order to protect and 
develop their businesses. 

• New inward investing companies, especially those from North America, will 
identify comfortably with the methodology. 

• Originators will be encouraged to “join the party” generating, over time, 
sustainable, high quality, knowledge-based jobs in Scotland. 

 
Opportunity specific : 
 
• Corporate venturing companies gain significant commercial advantages 

without any diversion of scarce management time away from core 
activities. 

• Originators gain previously unobtainable technical and commercial 
endorsement as well as management and financial support. 

• Mechanisms are created for strong technical and commercial cross-
fertilisation between the companies and the originators.     

• The corporate “participators” can second their rising “stars” to the novel 
product company thus gaining first hand experience and knowledge of a 
fast-moving, entrepreneurial business. 

• The originator knows his / her business has greatly improved prospects 
over the longer term. 

 
Success breeds success. Currently, there is growing unease about and 
press criticism of “Smart Success Scotland” reflecting a perceived lack of 
visible progress. The corporate venturing approach has been very successful 
in the USA and there is emerging interest within certain Scottish and            
UK-based companies. The opportunity to stimulate increased corporate 
activity exists but must be approached using the Management Group 
and Hub approach.     
 
 
ACM Catalyst and its key differentiators 
 
ACM has created and developed the Management Group methodology.  
 
Differentiators 
 
• The directors of ACM have highly relevant, senior industrial management 

experience. Two have been long-standing directors of major public 
companies responsible for effecting corporate development. The third 
director has had start-up and corporate venturing / venture capital 
experience over more than 20 years and, finally, the fourth has worked 
internationally on novel technology projects.   
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• ACM has established strong links with a number of major UK PLC 
companies (3 FTSE 100 and 3 FTSE 250) and two major US corporations. 
Of these, 5 are carrying out advanced investigations into new product 
opportunities and 3 are close to committing to new project companies. 

 
• ACM currently carries the entire financial risk associated with all work prior 

to the point when a new project company commences to trade. As 
indicated earlier, it receives no financial support from any public, semi-
public or private sector source.  

 
• Once trading starts, ACM has a contract to provide intensive management 

services provided on an agreed daily basis.  
 
• The structure of its remuneration ensures that its rewards reflect the 

overall, long term performance of the new project company.    
 
• ACM is not remunerated by reference to the value of “assets under 

management”, the domain of all investment managers including venture 
capitalists.  

 
• ACM is not an incubator nor is it a loosely associated consultant. 
 
 
Conclusion. 
 
ACM considers that its activities are unique in Scotland and that they are 
demonstrably attractive to Corporate Scotland.  
 
ACM is ideally placed to provide commercial momentum to the building 
of a modern, knowledge-based Scottish economy based on long term, 
high quality employment. 
Success will undoubtedly result in a greater number of highly skilled 
originators remaining in Scotland.  
 
ACM’s growth and development is currently hampered by the absence of 
funding from all sources which has already forced the company to abandon 
opportunities that would otherwise have been selected.  
 
The company believes that there is a compelling case for the Scottish 
Executive to provide enabling resources without duplicating activities currently 
undertaken by other organisations in Scotland. The directors would welcome 
the opportunity to discuss details of this with the Scottish Executive in the near 
future.   
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Appendix 
 
The ACM directors presenting to the Committee are: 
 
Richard Muir-Simpson (59) is a law graduate and qualified Chartered 
Accountant. He has over 30 years’ very relevant experience split broadly 
evenly between industry, institutional venture capital and intensive start-up 
company management / corporate venturing. 
 
David Sigsworth (59) is a highly qualified and experienced Electrical 
Engineer. He is a consultant to Scottish & Southern Energy plc having retired, 
after 10 years, as a Main Board Director in April 2005. He now has 
responsibility for evaluating and bringing forward commercially viable 
renewable energy systems and other technical innovations on behalf of 
Scottish & Southern Energy.      
 
Peter Syme (60) is a Chartered Engineer with over 35 years experience in 
industry both nationally and internationally. For the last 25 years he has 
worked with the Weir Group initially as Managing Director of Weir Pumps 
and latterly as Divisional Managing Director of the Group's Services Division 
until he retired at the end of last year. 
He is currently non executive chairman of the Weir Group's Defence business 
and also a non exec director of an AIM listed company. 
 
Absent for family reasons. 
 
Gary Macdonald (40) is a Chartered IT Professional and holds an executive 
MBA. He has over 15 years’ experience of project and programme 
management, consultancy and general business management and has 
worked in North America, Asia and Europe. Clients have included IBM, the 
Royal Bank of Scotland, NMB-Minebea, Scottish & Southern Energy and 
Semtech a US international semiconductor group.  
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Enterprise & Culture Committee

Creating economic growth
and

sustainable employment
from

Innovative Scottish Technology



Overview

• Long history / culture of scientific & 
technical innovation.

• Shrinking industrial base.
• Decline masked by inward investment

based on technology not invented here.
• Intellectual innovation is healthy BUT

Successful commercialisation 
is extremely low.



Identifiable Elements
• 33% of all patents now generated by 

private individuals worldwide.
• 98% of all UK private patents fail 

commercially.
• 85% of all UK patents are dormant.
• Private invention is cheaper and quicker 

than commercial R&D.
Lost value to Scottish economy 

estimated at £16Bn pa.



Why is this the case ?

• Most inventors are ignorant of commercial 
markets & requirements of all potential backers.

• PLCs have had major problems.
• Virtually all inventors have no money.
• No access to Public sector matched funding.
• Private sector start-up finance is extremely 

scarce. Banks – totally risk averse.

Massive frustration and emigration.



Keys to the solution. 

• Experienced independent managers.
• Receptive inventors. No “men of straw.”
• Progressive, receptive PLCs with strategic 

objectives.
• Creative financial approaches.

PLCs very supportive of an 
enabling mechanism. 



Solution – Corporate Venturing.

• Corp venturing is the co-ordinated 
intensive management and financial 
support of a new business by external 
specialists and major companies.

• The originator, corporates and specialists 
must be “champions” of the opportunity.

• Success must reward all involved on an 
equitable basis.  
Intensive business building



Implementation
• A specialist intensive Hub recognised for its 

management and commercial expertise.
• Generation of opportunities and multi-party 

confidence.
• It must establish & manage the needs and 

objectives of all parties.  
• The Management Hub is not a financial 

institution, venture capitalist or business angel.

Driving Business success 
not tax-driven.



ACM Catalyst Limited
• Very experienced management team.
• Considerable knowledge of both private 

and public sectors.
• Opportunity endorsement from 3 major UK 

and 2 US companies in Scotland.
• New, leading-edge inventions with 

worldwide potential.
• As yet, no financial support from any part 

of the financial sector.
Leading the way.



SUMMARY
• ACM has no Scottish parallels.  
• Significant originator and PLC support.
• Investment community increasingly absent.
• Lack of funding support is restricting ACM’s 

ability to expand corporate venturing.
• Enabling resources from the Executive would 

transform the situation. 

The enabling channel for Smart, 
Successful Scotland.
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ENTERPRISE AND CULTURE COMMITTEE 

19th Meeting 2005 

FORTHCOMING BILLTO REFORM BANKRUPTCY AND DILIGENCE LAWS 

Background 

Legislative programme 
1. On 6 September 2005, the Scottish Executive's legislative programme for the 

remainder of this parliamentary session was set out in a statement by the First 
Minister to the Parliament and included plans for a bill to reform bankruptcy and 
diligence laws. It is expected that the Enterprise and Culture Committee will be 
designated lead committee in respect the proposed bill. 

The proposed bill 
2. The bill follows the Executive's partnership agreement commitment to legislate to 

modernise the laws of bankruptcy and diligence in order to "strike a better 
balance between supporting business risk and protecting the rights of creditors". 

3. It is expected that the bill would— 

• Modernise the laws of personal bankruptcy and diligence (court 
enforcement) to strike a better balance between the rights of creditors and 
debtors, and help the Scottish economy to grow by supporting business 
risk; 

• Create a civil enforcement commission, a public body that would regulate 
the new unified court messenger profession that is to replace the existing 
court officer professions of sheriff officer and messenger-at-arms; 

• Provide for effective recovery of debts from "won't pays" but give "could 
pays" the time and help they need to get back on their feet and "can't 
pays" better access to the debt relief they need to start over again; 

• Add new forms of debt recovery effective for use against assets that are 
difficult to get at, including land and intellectual rights; 

• Give creditors more and better information about the assets of the debtor, 
including an information disclosure scheme for relevant details held by 
Government and other bodies; 

• Provide more and better information on how to deal with debt problems 
and, in particular, how money advisers can help the "could pays" to get 
help and protection through the new debt arrangement scheme; 

• Reduce the discharge period for bankrupts from three years to one year; 

• Introduce a new bankruptcy restriction regime applying for up to 15 years; 

• Take debtor applications for bankruptcy out of the courts; 
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• Introduce new diligences of— 

− land attachment over land and buildings; 

− residual attachment over, for example, intellectual property; 

− money attachment over cash and cheques; 

− interim attachment (over moveable goods). 

• Abolish some old diligences, such as adjudication and sequestration for 
rent; 

• Modernise popular and widely used diligences to make them more 
effective, including reform of— 

− inhibition against selling land and buildings; 

− bank arrestment; 

− earnings arrestment. 

• Introduce a protected minimum balance when bank accounts are arrested, 
to prevent debtor hardship; 

• Extend the use of the Debt Advice and Information Package, which 
provides information about local money advice services. 

Stage 1 

Timing 
4. It is expected that the bill will be introduced by the end of October 2005 and that 

the Committee would commence taking evidence on the general principles of the 
bill at the start of December 2005. As the bill will cover a substantial range of 
issues, it is likely that stage 1 evidence sessions are likely to continue in the new 
year. The indications from the bill team are that the Executive is keen that the bill 
receives Royal Assent in May 2006. This means that the following is the likely 
timetable: 

• Preparatory work – appointment of adviser, briefings from adviser and bill 
team etc, throughout November 2005 (see paragraph 7). 

• Stage 1 -  evidence taking in December 2005 and throughout January-
February 20061 

• Stage 2 - after the February recess and throughout March 

• Stage 3 – sometime in mid to late April.  

                                            
1 It is very likely that weekly meetings will be required. 
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Expert advice 
5. Committee members are advised that the bill will reform some very technical and 

specialist areas of the law and it is unlikely that the Committee's advisory needs 
will be able to be met by clerking and/or research services within the Parliament. 
The Committee is invited to agree to seek the approval of the Parliamentary 
Bureau to appoint an adviser in relation to its consideration of this bill at 
stage 1. 

6. In so doing, members are asked to note that, as this is a very specialist area, it 
may not be possible to provide a list of candidates by means of the usual 
channels (e.g. the database used by SPICe) and it may be necessary to may 
direct approaches to suitable experts or to advertise the post in order to attract 
appropriate candidates. Such candidates may be drawn from the insolvency 
profession and it may eventually transpire that they may only be secured at a rate 
above the usual daily rate offered by the Parliament; if so, it would also be 
necessary to seek the approval of the Scottish Parliamentary Corporate Body in 
order to make such an appointment. 

Briefing 
7. In advance of holding stage 1 evidence sessions, it may be useful to the 

Committee to receive an informal briefing from the Scottish Executive's team of 
officials working on the bill. The Committee is invited to agree to invite the 
Executive's bill team to give an informal briefing on the general principles 
of the bill. 
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