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Foreword
Information and communication technologies (ICT) have already transformed the way we work, permeate our leisure pursuits and increasingly impact our lives.  The pace of change has been dramatic and our reliance on these services and technologies will continue to increase over the foreseeable future.  At a time when economic hopes are pinned on private sector expansion and an export led recovery to counterbalance the reduction in public sector expenditure and employment, Scotland’s ICT industry provides an exceptional opportunity to drive growth, facilitate improved productivity and generate export income.
ScotlandIS represents Scotland’s ICT industry and the computing science research base. With internationally competitive firms, from global players to cutting edge start-ups and world class universities, our membership provides competitive advantage, innovative technologies and efficiency improvements to customers across end markets in Oil & Gas, Pharmaceuticals, Food and Drink, Retail, Transport, Financial Services and the Public Sector.
Scotland’s ICT industry will work with the new Government and its officials to rebuild the economy and ensure that Scotland emerges from the current recession as a stronger, internationally competitive country which embraces digital technologies. 

David Cairns

Chair

ScotlandIS  


Our Vision is for Scotland to rank amongst the best of global economies, where the vast majority of our citizens are skilled in using digital technologies, where entrepreneurs, businesses and the third sector, together with Government, fuel growth and improve productivity year on year by exploiting information technology.   

The Benefits to the Scottish economy in harnessing this potential over the next five years include :  
· An additional £5bn
 in ICT enabled productivity improvements 
· A globally competitive, exceptionally skilled workforce
· A means to combat social and geographic exclusion
· Increasing numbers of growing companies  

· An additional £4bn through ecommerce
 exports
· A doubling in the value of ICT export earnings over the next five years (currently c £1.5bn)
· Exploitation of world class research and innovation
Delivering this Vision requires : 

· An attractive environment for Value Add Investment 
· A Scotland–wide strategy for ICT
· The creation of a digitally skilled nation
Delivering the Vision 

Achieving this vision will require concerted action, and a partnership between all elements of Scottish society. Information technologies are constantly evolving. New challenges and opportunities appear on a daily basis. If we are to succeed in moving Scotland to the front rank of countries exploiting digital technologies, we need to be both innovative and creative in our approach to developing solutions.
We propose to address this challenge by structuring activity around two key objectives:

Creating the environment for Value Add Investment 

It is essential we build an environment that fosters growth, innovation and the development of new markets. This requires :
· A supportive tax regime 
· World class connectivity
· Responsive financial support 
· Harnessing the talent and expertise within the research base
· Encouraging & recognising aspiration 


A Scotland–wide strategy for ICT
As a nation we have the opportunity to unlock a major boost to the economy by harnessing the productivity that ICT delivers.  This requires the development of a co-ordinated strategy for ICT for the whole of the public sector, which can be shared by industry, commerce and the third sector as appropriate.

We propose :

· The appointment of a Digital Champion
· Accelerated adoption of shared services

· A step change in procurement and its application to drive economic growth 

· A comprehensive plan to ensure inclusivity

Creating a digitally skilled nation
Underlying both these objectives is a strong skills initiative, aimed at educating for skilled exploitation, providing people of all ages with the skills, tools and confidence they need in order to exploit digital technologies.

This should be deployed in schools, at college and university, in the workplace and across potentially excluded communities.
1. Creating the Environment for Value Add Investment 

An increasing number of small and medium sized digital businesses (eg KAL, Craneware, Gael, ciboodle, Amor) and multinationals (eg NCR, Amazon) are growing successful businesses, delivering smart solutions and productivity improvements across Scotland plc, and earning export income for the Scottish economy.  However, compared with other countries such as Norway, Israel,  and even Tech City East (Silicon Roundabout) in London, the speed of growth is sub-optimal and more must be done to accelerate the sector’s potential.   Creating a springboard for continued growth requires measures to improve the business environment :

· A supportive tax regime 

· World class connectivity

· Responsive financial support 

· Harnessing the talent and expertise within the research base

· Encouraging& recognising aspiration

Addressing this will generate the following benefits : 
· 20,000 additional high value jobs, (is this big enough??)
· a doubling in export income, 
· growth in business R&D and innovation to meet the Lisbon standards

· (5,000 new businesses)
A supportive tax regime
More could be done to utilise the tax powers currently available to provide a supportive tax regime for business.  We recommend the following “
· Introduce a Tax Incentive scheme on similar lines to the Canadian Government’s Scientific Research and Experimental Development programme.
· Simplify the process for claiming R&D tax credits.  R&D tax credits provide a very valuable mechanism for encouraging innovation.  However the take up by Small and Medium Size Enterprises (SME’s) is very low, and this is in part due to the complexity of the scheme. 
· Ensure that Carbon Tax regulation is kept in line with Europe – going too fast is a potential disincentive to inward investment, and local companies alike. (Get Roy’s advice)
· Create a level playing field for Regional Selective Allowance – to encourage the growth of local businesses. (issue around capital investment – see Gillian’s comments)

World Class Connectivity 
   ‘Broadband infrastructure has become a key fitness factor for talent, investment and prosperity in today’s global economy, essential to public service delivery, cultural vitality and economic efficiency.’
Digital Scotland 2010
Scotland needs a globally competitive digital communications infrastructure, ensuring high speed broadband, mobile and wireless coverage is available to all our communities.  
While the UK Government has set a target for universal access to 2Mb/s by 2015, countries such as Finland and Sweden are committed to speeds of 100Mb/s. Scotland cannot afford to be left behind.
Our competitors are already investing in significantly greater capacity, with Holland deploying fibre to the home (FTTH), and the Japanese investing in 1Gb to the home. SCDI in its ‘Blueprint for Growth’
, Reform Scotland
 and the RSE’s Digital Scotland
 report have all made the case for accelerating investment in this vital infrastructure. In their recent paper ‘The Journey Back’, The Federation of Small Business also highlighted the need for greater wireless and mobile coverage.
We recommend:

· The implementation of the Digital Scotland Report proposals, ensuring Scotland has universally available, internationally competitive connectivity with a minimum standard of 16mb by 2015

· The re-establishment of a Scottish Internet Exchange
·   The installation of a direct telecoms connection to mainland Europe, providing much needed resilience to Scotland’s national communications network which currently is over reliant on London for connectivity fto Europe and the rest of the world through London.  A direct connection from Scotland to the Amsterdam Internet Exchange for example would also promote and engender business growth through low latency connections which are essential to improve market efficiency for many businesses.

 
Ensure access to expansion finance 

The need for banks to increase their capital bases has led to a major contraction in the sources of expansion finance.  In order to fuel growth businesses need access to a range of funding from working capital, export finance and medium term loans to equity.


The ICT Industry Advisory Group, facilitated by Scottish Enterprise, has identified access to capital as one of a number of themes to strengthen the sector.

· We recommend : 
Resource Scottish Investment Bank to help fund viable sme’s - .  equity, loans, grants, underwriting risk  -

· Strengthening of existing programmes like co-investment and EFG work better 
· Export finance eg ECGD insurance for SME's to help companies opening up export markets.

Commercialise innovation

The Computing and Informatics research base in Scotland is exceptional.  In theory this should provide a stream of innovation, suitable for commercialisation by industry.  The challenge we face is how to harness this innovation and fast-track it to market, and how to build stronger links between academia and business. 
We recommend :

· Incentivise commercialisation and incubation activity through the extension of the projects such as the Prospekt project and Informatics Ventures 
· Embed commercial skills in computing and IT undergraduate courses technology courses 
·  (this needs some expert input – who Ian Ritchie ?NESTA ??)

Encourage & recognise aspiration
Create a more high level statement that incorporates the following 
(programmes that encourage growth & innovation - e.g. practical steps like making export activity easier & less risky with boilerplate contract templates for distributors & local support in embassies or via bodies like SIS & SE GlobalScot network to identify partners & competition & help build plans.  Recognition through 'soft' award events, honours? etc. as part of building the X factor in Scotland).  

2. A Scotland-wide strategy for ICT  
The Scottish economy could benefit from an additional contribution of £5bn in productivity
 improvements through the smart use of digital technologies.  This is a significant figure and the growth it represents is of particular value in the wake of recent public sector spending cuts. To take full advantage of this opportunity requires a major drive by both the public and private sectors to accelerate the deployment of leading edge technologies, to make the Scottish economy lean, globally competitive and highly productive. It is particularly important to respond creatively to spending cuts and as innovation specialists NESTA
 highlight we need to deploy radical solutions to meet these challenges. 

Proposals

· A Digital Champion

· Accelerated adoption of shared services

· A campaign to encourage businesses and the third sector to trade online 

· A drive to encourage all citizens to embrace technology

· A step change in procurement to drive economic growth 

By embracing digital technologies Scottish businesses and the public sector can deliver 
· Exceptional customer service

· Responsive and flexible delivery

· A lower cost of services

· Improved productivity

· A road out of social, demographic and geographic exclusion

The extent to which Scotland successfully exploits digital technologies, relative to our competitors, will be a decisive factor in whether Scotland achieves its economic growth objectives – through raising the productivity of private sector businesses and public sector organisations, and through enabling more people to participate in valuable economic activity.
To achieve this requires a co-ordinated digital framework for the whole of Scotland, which can be shared by industry and commerce, the public sector and the third sector as appropriate, delivering both productivity improvements and cost efficiencies.

A Digital Champion
Scotland has relatively high levels of ICT adoption by businesses and households compared with most other nations and UK regions, near ubiquitous first generation broadband infrastructure, and highly rated university capabilities in computing. This in itself creates a valuable context – what’s needed now is strong leadership and concerted action. In its earlier findings, the ICT Forum for Scotland
 proposed the Scottish Government should lead a partnership of stakeholders increating a culture change, such that Scotland’s citizens, businesses and public sector organisations see smart exploitation of ICT as being a critical enabler of economic success and a valuable mechanism for improving their lives. 

The appointment of a Digital Champion to drive through a major programme of change across all areas of Scotland, will enable concerted action.   We should seek to establish a position in the top tier of ICT-exploiting countries, deliver a 10% increase in productivity and double export income, all within 5 years.
Accelerated Adoption of Shared Services

Shared Services is more than just centralisation or consolidation of similar activities in one location. It is the convergence and streamlining of similar functions within an organisation, or across organisations, to ensure that they are delivered as effectively and efficiently as possible. In a Shared Services model, these activities will be run like a business, delivering services to internal and external customers at a cost and with a quality and timeliness that is competitive with alternatives
Delivering citizen services online vastly reduces the cost of customer services. For example, South Lanarkshire Council estimates the cost of  a fifteen minute face to face meeting is  £  whereas dealing with the same query online reduces the cost to pence.  
Shared Services can also support the green agenda by utilising virtual shared service centres, situated in a range of locations and using the same business processes, technology and trained staff. This will enable employees to work from any location across the country, in the process reducing the impact of their carbon footprint.
A campaign to get Scottish businesses trading online 

The United Kingdom is now the world’s leading economy for e-commerce.  According to the Office for National Statistics (ONS) the value of e-commerce sales by non- financial businesses was £408.3bn in 2009, an increase of 24.9 per cent on 2008. 
A report last year by Boston Consulting Group identified that U.K. businesses are using the internet to expand their sales overseas.
 The United Kingdom is now a net exporter of e-commerce goods and services, exporting £2.80  for every £1 imported. According to Boston Consulting, this is the opposite of the trend seen in the offline economy, which exports 90p for every £1 imported.
By any measure Scotland is underperforming in e-commerce.  Yet some Scottish businesses, from Barrhead Travel to Donald Campbell Meats, GuitarGuitar to Toolstop, have transformed their performance by exploiting e-commerce.  We currently have the opportunity to dramatically increase Scotland’s share of this lucrative market giving businesses a competitive advantage and generating an additional £4bn in ‘export’ income. 

A drive to encourage all citizens to embrace technology

Access to digital technologies provides significant societal benefits including access to employment opportunities for socially disadvantaged people, improved standards of living for older citizens and people living with disabilities, and those living in remote areas. Two exceptionally severe winters have highlighted just how much can be done by embracing digital technologies, from teaching school children online (through Glow) to people being able to work from home by accessing broadband connectivity to connect with colleagues and customers. 

The development of cloud computing provides opportunities for new business models, enabling increased flexibility and scalability, reducing capital investment requirements, and supporting distributed working.  The exponential growth in social media, and the move to mobile ‘apps’ is changing the way businesses and citizens, particularly younger citizens, operate.  Developments in internet based telephony have reduced the cost of keeping in touch and increasingly sophisticated telephone and video conferencing is helping to bring distributed communities together both in business and socially. 
Making more public and government services digital so they are easier to access and become more efficient and convenient, will allow improved service delivery, and maximise use of resources. Telehealth is a great example of this :  the Scottish Centre for Telehealth
 is developing new delivery methods, harnessing innovation and digital technologies to redesign care delivery, enabling the remote analysis of medical problems and removing much of the need for patients to travel. 
We should build on these developments so that all citizens see the benefits, and not just the challenges, of digital technologies.
A step change in procurement to drive economic growth
Successful sustainable economic growth is at the heart of economic policy in Scotland. This translates to a commitment to sustainable procurement across the Public Sector. Despite major steps to streamline public sector procurement, there is still much to be done to achieve an acceptable balance that maximizes the economic impact of Government buying policies. Procurement is one of the levers the public sector can use to drive economic growth, and encourage innovation. Government contracts provide small businesses trying to open up export markets with the very best of reference sites.  
According to the European Commissions DG Research ‘globalization tends to increase regional disparities’.
 Scotland therefore needs to adopt a less risk averse approach to procurement and a greater understanding of the benefits of buying from local businesses is urgently required. 
3. Creating a digitally skilled nation
‘Countries with the best use of technology and the best supply of skills are emerging as the global winners’ 





eskills UK
Delivering a digitally literate Scotland requires substantial investment in skills development. Whilst some of this is underway many citizens are self taught encouraged by an interest in what the technology can deliver.  The Reform Scotland report notes that ‘Scotland is one of the most digitally literate countries in the world’
  but we cannot afford to be complacent as not all citizens possess the skills to utilise digital technologies effectively. 
We need to ensure ICT skills are taught at a universally high quality within our schools, and teachers are given the tools to use technology to improve teaching methods and learning. Beyond schools, it is essential that citizens are equipped with the skills and confidence to get online and use digital technologies.  We will also help train people in more specialist skills for industry.
Benefits :

· A highly skilled workforce adept at using ICT technology innovation etc

· Digitally skilled citizens, embracing innovation

· A reduction in digitally excluded citizens


Schools
We need to make significant strides to embed ICT skills within our schools curriculum to be an essential element of our children’s education. Teachers, classroom assistants and education policy makers must be equipped with a deep understanding of how to use digital technologies to enhance teaching methods and learning. 

Adult education and training
Social Exclusion

We face a damaging digital divide.  Some of this is due to social factors, some to geography and some to demographics. We must address digital exclusion to equip more people to enter the workforce and to reap the potential benefits of self service citizen services.
Workforce development

Industry 

We will also help train people in more specialist skills for industry

Appendix

References

e-skills UK -  
Technology Counts Scotland 

http://www.e-skills.com/Research/Research-publications/Insights-Reports-and-videos/Insights-2010/Technology-Counts-Scotland-IT--Telecoms-Insights-2010/ 
and

http://www.youtube.com/watch?v=r6WKl9Tazgs
ICT Forum for Scotland : http://www.ictforumforscotland.org/Pages/Home.aspx
Royal Society of Scotland - Digital Scotland
http://www.royalsoced.org.uk/enquiries/Digital_Scotland/index.htm
ICT Industry Advisory Group – Scottish ICT Industry Strategy


http://www.ictindustrystrategy.co.uk/
Technology Strategy Board 
http://www.innovateuk.org/
Information, Communication and Digital Technologies – an essential industry

The ICT/Digital technology industry is one of the hidden strengths of the Scottish Economy.    Accounting for 5% of GVA, the industry is valuable in its own right, creating highly skilled, high value add jobs, generating significant and growing export earnings, and driving innovation in emerging markets. 

It is also the enabler of significant productivity improvements, and underpins innovation, competitiveness and service throughout the Scottish economy. According to the London School of Economics,  ICT capital deepening accounted for 47% of productivity growth in the UK’s market sector in the second half of the 1990s
. It is this capability that would enable Scotland to unlock major productivity gains, reduce costs and increase efficiency across all parts of the economy.

The ICT industry comprises over 1000 businesses involved in software development, telecommunications and IT services.  It includes the Scottish bases of multinationals from Microsoft, Oracle, IBM, NCR, Cisco, Accenture, Dell, Capgemini, BT, C&W, to Computacenter, Sword, Sopra etc, 

Indigenous businesses including Amor Group, Craneware, Memex, KAL Axios, Rockstar North,Kube Networks, Petrotechnics develop software products and services for UK and international markets 
Figure � SEQ Figure \* ARABIC �1� http://www.viralblog.com/social-media/who-will-earn-dollars-from-digital-technology/
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 Enabling a Digital Scotland





Terminology : 


Should we use ?�‘Information and communication technologies (ICT)’ or 


‘Digital technologies’ 
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Globalisation has radically shrunk the world -  information technology is a major source of competitive advantage, fuelling growth. 


�                                            ‘Technology Counts 2011’  �e-skills UK
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GVA Growth





Benefits 





20,000 additional high value jobs, (is this big enough??)


a doubling in export income,


growth in business R&D and innovation to meet the Lisbon standards (check reference)


(5,000 new businesses)








Benefits 





£5bn through increased productivityj


faster adoption of the latest trends and developments would enable Scotland to be one of the digital hubs of Europe


more highly skilled citizens


leading to lower cost of delivery through web-enabled services


better procurement provides reference-ability/growth of companies of scalec








Benefits 





A highly skilled workforce adept at using ICT technology innovation etc


Digitally skilled citizens, embracing innovation


A reduction in digitally excluded citizens

















Value to the Scottish Economy�


ICT industry contributes £3.4bn to GVA.


 


IT and Telecoms employs 108,000 people, One in twenty in the workforce


�Informatics and Computing research base ranks amongst the top five in the world. 
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Scottish GVA








� Source : e-skills UK : Technology Counts 2011
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