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Workstream 2
CREATING MORE PRODUCT COMPANIES
ADOPT COMPANY BEST PRACTICE (W2.1)
· To support companies to grow into successful global players by

· engaging them in a process which recognizes productisation needs from the outset 

· helping them to apply Product Management & Product Marketing disciplines 

· providing mentors for young companies creating products / niche solutions

· To provide a forum where companies can share best practice, benchmark their progress, exchange sector knowledge and look for opportunities to collaborate

· To celebrate success and identify role models
Commentary
Our analysis indicates that one third of Scottish ICT companies are product companies. This is encouraging. However, on average, these companies are only one third the size of our typical ICT businesses. Hence, it will take a step change in our approach to help our product companies to grow and achieve their full potential.

Several studies have identified a high quality new product process as the single most influential determinant of a product company’s performance. Therefore, we must give our product companies support to embed such a process into their organizations.

Whilst the principles of the new product process apply to all organizations, each company journey brings its own specific challenges in implementing that process successfully. The group recognised that there are several ways to create an international product or niche solutions company:

· A service company develops a product. Many ICT companies start out by offering a service. Over time, they may gain expertise and intellectual assets in a certain application which they develop into either a platform-based niche solution (perhaps as a first step) or a standard product. 
· An existing product company with a product for domestic markets adapts the product for international markets.
· A university spins-off innovative IP either into a new start-up or into an established partner company.
· Business spin out: A new product development does not fit the strategy of its parent company so is spun-out into either a subsidiary or a completely separate company.
· An inventor and/or entrepreneur with a product idea starts up a new business.
· An established Scottish company, perhaps in the IT service sector, acquires a company with an existing product to enable further growth.

It would be very valuable for aspiring product companies to learn lessons from both acknowledged experts in the field and from other Scottish-based companies who have made similar journeys before.
This can be achieved by a combination of formal and informal support initiatives from relevant agencies and industry communities. The following are some specific proposals to that end:
A. The product sector community (see W2.2 below) will provide a key channel to deliver support drawing on the industry’s own resources.

B. SDI will encourage product companies to make use of Globalscot and Enterprise Europe Scotland to identify new international partners and channels to market. In addition, the provision of international role models (W1.2 above) will help link Scottish companies to best practice abroad.

C. Scottish Enterprise will encourage ambitious ICT companies interested in productisation to make use of relevant elements in SE’s portfolio including Sales & Marketing Training and the Commercial Breakthrough Service. Particularly promising new product companies may qualify for the High Growth Start-Up service. In addition, SE will consider developing Learning Journeys with an ICT productisation focus and a new service to help companies revise their business models for productisation.
D. Scottish Enterprise can also make a library of resources available, including papers and useful websites, related to the new product process and its successful implementation.

Each of these initiatives must work within the context of a unified product process. The definition of this process (probably based on widely used models) will be one of the first tasks of the product sector community.
Potential measures

The target is to increase the percentage, year on year, of the Scottish ICT workforce in product and niche solutions companies. Based on an analysis of the top 400 Scottish ICT companies, SE currently estimates this at 12% product plus 7% for niche solutions.
Although headcount is only one of a number of measures that are important, it is a very good proxy for the overall health of the sector. As we interested in encouraging more service companies to move into product, it makes sense to measure product headcount as a percentage of the total ICT industry.
Action Owners: Mark Western (especially Initiative C above and measures) with help from Polly Purvis (especially Initiative A) and Mike Shiel (especially Initiative B).
___________________________________________________________________________
BUILD A PRODUCT SECTOR COMMUNITY (W2.2)
· To act as an agent of change in moving the ICT industry towards scalable products and provide the stimulus to generate new product-oriented companies

· To create a critical mass for sustained development by 

· recruiting established companies, at all stages of development, who already have a strong sense of the ‘product’ or ‘niche solution’ offering  

· engaging companies with technologies in expanding markets which have a high potential for productisation

· To support the complementary workstreams ‘Adopt Company Best Practice’ (W2.1) and ‘Engage Education and Wider Societal Interests’ (W2.3) to better understand and publicize industry needs, so as to ensure a sustained supply of the right skills to create, attract and retain talent and investment, both local and overseas. This will include the commercial skills needed to run technology companies, along with sales, channel development and product marketing skills.
Commentary

We do not want to set up a completely new organisation in isolation. Our intention is to build a community within or across current structures. Relevant industry organisations may include ScotlandIS, Informatics Ventures, BCS The Chartered Institute for IT, Scottish Developers and the Chartered Institute of Marketing.
In order for the community to enjoy long-term success, the following points must be taken into consideration:

· There needs to be at least one coordinator who has the patience, time and ability to energize the community via a website (possibly a new section of the Scotland IS site), social networking tools and the occasional face-to-face event. Ideally, this would be a full-time position but, as a minimum, it requires one or two people who can commit to regularly devoting several hours a week.
· The more generic the offering and the larger the number of beneficiary companies involved, the less opportunity there will be for significant impact. Therefore, it may be better to focus initial activity on a small number (e.g. three) of key verticals and/or key technologies where markets are attractive and participating companies have skills or capability, and set clear objectives for the participants.
· Well managed recruitment of a cross-section of businesses from those who have no product experience to companies who have mature products and proven processes.

· Discussion at an early stage to fully understand participants' objectives, areas of greatest weakness / concern and possibilities for mutual benefit.

· Involvement of 'experts' from corporates within key verticals and large technology companies (use of GlobalScot network).
· The community is likely to attract a range of facilitators and advisers to the product companies. They should provide the catalytic effect and it will be their qualities and expertise (paid and unpaid) that will have the greatest effect. The coordinator will have manage this market by allowing healthy self-interest to thrive alongside integrity and suitability.
· The community will provide advice regarding relevant SE / SDI programmes. 
· Bespoke workshops and market / customer research may be requested by the group and provided by appropriate stakeholders within the group.
· Clarity with regard to confidentiality and outcomes within and beyond the group, including a clear policy with regard to IP, where some degree of disclosure or idea sharing may be desirable within the community.
· Once established, the community could build links into similar organisations in other countries, such as www.sdforum.org.

Resources for the Community, including time, materials and/or money, is proposed to come from Scottish Enterprise, industry associations, including ScotlandIS, industry sponsorship and members. 
Potential measures

Clearly, the ultimate objective is that members of the community grow their businesses faster than average. The community’s membership could undertake an annual survey to determine if their revenue is growing above the industry average.
Action Owners: Mark Western and Polly Purvis.
___________________________________________________________________________
ENGAGE EDUCATION AND WIDER SOCIETAL INTERESTS (W2.3)
· To create interest and acceptance of product innovation as a valuable economic and social activity within Scotland: building the ‘product pyramid’ from the school level upwards

· To encourage academia to ensure that suitable product management and marketing modules are provided for undergraduate, postgraduate and professional development courses.
Commentary

The first point above can be addressed once the product community is well established.
The more pressing priority here is the second point. The sooner that product management and marketing modules become part of the curriculum at undergraduate, postgraduate and within professional development courses the better.  Some of this is already starting to happen (Universities of Dundee, and Edinburgh for example), and we must engage with them to encourage greater adoption.  
Potential measures:  ScotlandIS can engage with the Scottish universities' Schools of Computing (who are all members) and can coordinate with the BCS are also working on this agenda.  
Our Two Big Things

ADOPT COMPANY BEST PRACTICE (W2.1)
SE will pilot a new business model development service with ICT companies wanting to move into product or further expand their existing product activities. This will include workshops where the company can explore a range of current and cutting-edge business models with skilled facilitators to see what fits best with their company’s skills and aspirations. Such an approach will be equally valid for established companies looking to grow and for new start-ups. N.B. this service is also relevant to Internationalisation workstream W1.3.
If the pilot is successful, it will be fine-tuned and added to Scottish Enterprises portfolio on a permanent basis.
Targets/measurements
Increase the percentage of the Scottish ICT workforce in product and niche solutions companies. Based on an analysis of the top 400 Scottish ICT companies, SE currently estimates this at 12% product plus 7% for niche solutions.

BUILD A PRODUCT SECTOR COMMUNITY (W2.2)

The key stakeholders will include ScotlandIS and Scottish Enterprise with other parties, such as SDI, BCS, HIE also likely to contribute. The first action must be to get the key stakeholders around the table with representatives of the IAG to agree a vision and plan to make this happen. The first big decision to be made is on depth and breadth of focus with three possibilities:
1. Focus on a small number of companies selected for their high potential for growth as an ICT product company (or aspiring one). This should enable sufficient support to be delivered to each participant to make a significant difference though inevitably some excellent prospects would be overlooked.
2. Engage with a broad base of companies interested in becoming product companies, if they are not one already. Clearly, support would be less focused and less intense with this approach but it would maximize the number of companies able to benefit from a basic level of support.
3. There may be a smart way to do a bit of both the above e.g. perhaps an online forum delivers support to a broad community whereas “hands-on” support is provided just to focus companies.

Targets/Measurements

It is proposed that the community’s membership undertake an annual survey to determine if their revenue is growing beyond the industry average.
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