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Introduction

Making Britain a centre for innovation and new technology has been a long-standing concern for the business
community. The benefits are clear: exciting jobs and economic growth.

But despite the fact that we have a strong science base and world-leading creative industries to build on,
science and technology are widely portrayed as dull and difficult to learn. If Britain is to create excitement about
the acquisition of new scientific knowledge and the process of turning ideas into new products and businesses,
that attitude has to change.

On 21 December, the New Statesman and Pfizer jointly hosted a round-table discussion where participants
fromthepublicand private sectors attempted toidentify the main obstacles to creatinga more innovative Britain.

Does the UK education system sufficiently encourage innovation? Cast your vote at www.policyforum.co.uk
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Drivinginnovation forward

Chris Powell (chair) We are here to discuss the main
obstacles to creating a more innovative Britain. We need
to cover the science base, education, skills, university
spin-outs, research and development (R&D), innovative
business start-ups, social innovations, cultural innova-
tions, the cross-fertilisation of science, technology and
the arts and the role of the creative industries.

Ithought that the bestplace to start was the science base,
and the best person to start us on that is David.

David Sainsbury Britainis actually rather good atboth
science and innovation. With one per cent of the world’s
population, we fund nearly five per cent of the world’s
science, produce 11 per cent of the world’s scientific
papers and get 12 per cent of the scientific citations,
including 13 per cent of the most cited.

Inrecentyears, we have become much better at transfer-
ring knowledge from the science base. In the last two

years, 20 spin-out companies from our science base
floated on the Stock Exchange. The total market value of
those is £1 billion. We have a number of world-leading
industries in innovation, namely aerospace and pharma-
ceutical (15 drugs out of the top 75 drugs across the world
were designed in this country), and in the emerging sector
we have areas such as biotech, motor sport, nano-tech-
nology and computer games.

Ithink the barriersareaboutscale, whether we are doing
enough quickly enough; and that we are poor at the criti-
cal technician level of skills.

Emily Shuckburgh I agree that there has been signifi-
cant improvement over the last ten years in knowledge
transfer from universities outinto industry and vice versa.
But the way universities are organised is a barrier.

The career structure for a typical academic does not
reward being more outward facing. >
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»Wendy Hall On
the Council for Sci-
ence and Technology,
we are beginning to
look at how we fund
research and the way
that the universities
are structured. Inno-
vation will increas-
ingly happen at the
interface  between
disciplines. The way
we are funded and
assessed is very disci-
pline focused.

Chris Powell Thatis
one thing that the
National Endow-
ment for Science,
Technology and the
Arts (NESTA) is
charged with. We are trying to offer grants to scientists to
spread out from science, butit is very difficult because of
their career structure.

Wendy Hall Academics are required to produce well-
respected papers in fantastically well-respected journals,
and all that is discipline focused.

Vivienne Parry The European Science Foundation has
just produced a report on nano-medicine which shows
that, despite the fact that it was here in Britain that lycro-
zomes, the delivery vehicle for those potential new
medicines, were invented, all the commercialisation of
nano-medicines is essentially going on in the US.
In Britain, I think we are risk averse to taking big leaps
into commercialisation.

Wendy Hall Perhaps we are risk averse but perhaps we
also lack ability. Perhaps, also, some academics do not
want to be “tainted” by commerce. The arts are seen as
creative, marvellous, free and liberated, but science is
somehow perceived to be involved in big business and
there is a big swell of anti-globalisation feeling.

David Sainsbury Youcould have made these arguments
five years ago but over the last two years there have been
20 spin-off companies from universities with intellectual
property owners (IPOs), atalevel of £1 billion capitalisa-

tion. This does not sug-
gestthatpeople are risk
averse these days.

Jo da Silva Innova-
tion does happen at the
interface between dis-
ciplines, butitalso hap-
pens at the interface
between different sec-
tors, such as academia
and the commercial
world. At Arup, we
have made some
interesting  cultural
exchanges by second-
ing people from
Cambridge University
into the organisation to
actually get research
embedded. The acade-
mic structure is very
hierarchical and you progress up it, whereas if you work
for a commercial organisation, you tend to progress
upwards, sideways and diagonally, according to your
own individual flair.

Organisations such as the Royal Academy sponsor
a number of professorships at universities but, at
the middle management level, there is no means for
people to take up part-time positions in universities or
for people in universities to take up part-time positions
inindustry.

Eliot Forster Certainly, the size of awards in science
and medicine has dropped proportionately with time,
but I think that that is a reflection of the growth in
other countries.

Withregard to these companies that arelaunching them-
selves through IPO’s, one needs to bear in mind the life-
cycle of the development of products; pharmaceuticals
can take ten years or more. So how do we sustain these
companies for a long enough period for them to bring a
new product to the market, before they are snapped up by
foreign companies? Our real challenge is to enable them
to fulfil their full productlife cycle.

Andrew Jack If we are talking about financial services,
in advertising and marketing we can argue that the UK is
still doing a very impressive job in terms of innovation.
Clearly this sector has very high salaries and a free market
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in terms of pricing goods and services. But if we are talk-
ing about healthcare and drugs, the market is much more
controlled, withno free determination of pricesand heavy
cost constraints on the NHS as the main procurer. This
clearly has a long-term effect on where companies and
researchers puttheirfocus. The IPOs of the past two years
are a reflection of what was being developed five or ten
years ago. Where new drugs, devices or other areas in
healthcare are being developed, I think that the reason
thereisstillasignificant proportioninthe UK isalottodo
with inertia and the historical base of academic centres
and commercial research. Someone told me yesterday
that the trend over the next five or ten years will see India
and China dominate.

An Indian drug company recently told me that they
boughta UK company and when they came to look at its
laboratories they were appalled. They were 30-year-old
facilities with outdated equipment compared to their
recently completed state-of-the-art facilities. When the
new British colleagues were

years and it is regarded as a joke, despite the fact that we
are very good at it and it adds £2 billion a year to UK ple.
We have produced some of the most famous games ever
created; Grand Theft Auto and Lara Croft have been
world-beaters everywhere. Protecting intellectual prop-
erty (IP) is going to be key to the growth of wealth of this
country. For example, Alan Greenspan stated quite
recently thatitis the migration from physical property to
intellectual property that drives sustainable growth as we
start to rent content rather than own content. It does not
matterif we outsourceartto Chinaaslongasthe P resides
here. We have to make sure that all the long-term profit
comes back into this country. China has got manufactur-
ing. One day they will legitimise their own economy with
IP ownership and recognise our IP and then they will
come and buy our brands. If we make them cheap, we are
going to end up with more BMW Minis.

George Cox The idea of our future being in premlum
businesses and the premium

taken to Mumbai, they were
astounded.

Chris Powell Theperceived
wisdom has always been that
we are very talented at hav-

Protecting intellectual property
is going to be key to the growth
of wealth in this country

end of the market is a lovely
concept. The impressive
thing about countries like
China, and it is by no means
alone, is the build-up of a
high level of skills, research

ingideasinsciencebutweare

useless at commercialising those ideas. Often the UK isan
unsuitably sized market for the mass production of those
ideas. However, I believe that all the production in this
area is in the Far East because of the cost of labour. How-
ever, that may not matter because we can charge a consid-
erable premium for the innovative leading edge.

Eliot Forster Ioperate in India and China. In Mumbai
the guys constructing new buildings, office blocks and
laboratories think “supply chain”. They run universities
as well and they talk to western companies about what it
is that they need, notjustin terms of facilities but in terms
of staff and how they will be able to operate for us in the
future. We need to continue to work on thatand drive that
home in order to keep our advantage.

I was at breakfast with Richard Sykes the other week,
and one of the things he pointed out was the spread, which
he said was now a thin veneer, of science education.
Opportunities for laboratory-based training are declin-
ing, so we have imbalance beginning to occur.

lan Livingstone Computer games have gone largely
unnoticed in the UK. I have been in this industry for 30

capability, hi-tech industries
and an indigenous design capability. There is nothing that
is ours by right that the world will always come to us for.
I think it is imperative that we do move in this area.

Our scientific research is tremendous compared with
other countries of our size. Our creative industries are
outstanding. With architecture and fashion, we are still in
avery strong position. Buthow do we exploit those skills?
It is down to attitudes, behaviours, understanding and
some of it is structural and aspirational.

One of the things that concerns me is that there are
plenty of examples of start-ups but we do not continue
growing. The first commercial computer in the world
came from this country but where are our Googles,
Microsofts, Apples, Dells? We run out of steam with our
start-up companies. I did it myself. I sold the company a
year or so after flotation.

lan Livingstone What we have to do within business is
to focus on changing these aspects. We have to encourage
more R&D and try to get more businesses to understand
what can be achieved. Every business needs to innovate.
The facilities are there if you take advantage of them.
I am concerned about the compartmentalisation p
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P of higher education. At the age of 15 you get divided.
If you are creative, you go into the arts and humanities
and the rest of us go into science or engineering. It is
ridiculous to believe that creativity belongs in the former,
not the latter.

George Cox We take people through an engineering
degree withoutan understanding of design in other areas.
We produce people through our art colleges with, by and
large, no contact with other fields. The same applies to
business and science.

Governmentshould be areal force for demanding inno-
vation. If we were very demanding about what we wanted
in these areas, the industries would grow. That is the way
we built our creative industries. We did not build great
industries serving nothing. We got into fashion design
because we produced clothes. The government could be a
greatforce for thisif it was less risk averse and hidebound
in procurement.

Chris Powell David, the Treasury has always resisted
public sector procurement, has it not?

it seems what we are going to be doing is teaching them
ethics, rather than science. We have got everybody sitting
round discussing MMR and the threat of mobile phone
technology. These public policy interventions go against
the rhetoric we need to be innovative.

There is intense suspicion in relation to corporations,
but corporations are where some of the most exciting
scienceis happening. This perception needs to be tackled.
Iknow itis often perceived thatall the scientists have to go
off and learn to communicate but society is generally ner-
vous about science; it wastes a lot of time.

Ithinkitwasactuallyloss of nervefrom governmentthat
stopped the development of GM. If you do a public con-
sultation, what are you doing that for? Someone needs to
be out there to fight for this amazing technology in alead-
ership capacity, but it was thrown out, allegedly, to the
public and the government said, “Oh, God. They don’t
like it so we won’tdoit”.

Andrew Jack Inthe US, the National Institute of Health
spends $30 billion a year on research in healthcare. Itis a
huge driving factor for innovation in the US. In the UK,

the Treasury still has a very

David Sainsbury No, that
is no longer true. A major
part of the innovation report
producedin December 2003,
was the role that public
procurement can play in

We live in an incredibly cautious
age in relation to science and
scientific experimentation

narrow focus on value for
money and not on the
broader economic implica-
tions of health outcomes.
Let’s work back from that
rather than focusing on how

innovation. The mantra of
the Treasury is always value for money. The Treasury
accepts now that standard procurement, where you take
an out-of-date specification, put it out to tender and take
thelowestcosttender, won’tnecessarily give youvaluefor
money. The problem is business transformation and how
you get that message across Whitehall departments.
Through the Technology Strategy Board, we are setting
up innovation platforms, where we take a group of people
involved in both the government department and busi-
nesstodrivetechnology forward. Weare starting with one
on intelligent transport and another on security of com-
puter networks. Itis a question of how you deliver this in
all the purchasing decisions surrounding government.

Claire Fox We live in an incredibly cautious age in rela-
tionto scienceand scientific experimentation. You cannot
experiment withoutconsidering the consequences, which
I think is quite damaging and puts the brake on innova-
tion. If you look at the debate around how we can change
science education, particularly for those aged 14 and over,

we can meet short-term
management targets and not exceed budgets for the year.

George Cox Yes, I have a good example of that from a
design company that looked at hospital beds. They
designed abed areain which patients could sit themselves
up, get themselves up, get themselves a drink of water and
turn on the television. Those are all things for which many
patients would have to press a button and call the nurse.

But when they tried to sell the concept, take the idea
along to a health trust, the trust said, “We’ll put you in
touchwiththemanwhobuysbeds”. Whenthey described
the concept to him, he said, “Well, that’s very impressive.
How much is it?”. They said, “About £4,000.” He then
said, “Oh no. I buy beds for £800 to £900.”

When you point out that it’s not just an issue of the
cost of the bed but also of occupancy rates, that it gets
the patients out of hospital much quicker and it makes
the patients’ lives much better, the responseis, “Ibuy beds
and I have a budget to work to”. That is what you are
up against.
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It requires the involvement of people like the National
Audit Office and the Audit Commission. Caution is
structurally reinforced: “If I buy it and it goes wrong, I
willhave everyonearound my ears”. The media promotes
a “heads must roll for this problem” type of attitude.

If you want to change the people going into science and
technology ortaking risk and innovating, the media could
be terrifically influential. We had a campaign some years
ago, which is still running, on getting young people to
recognise the value of enterprise. Research showed us that
it is down to things like TV soaps. In soaps, every busi-
nessman you see is dodgy. I think programmes like Drag-
ons’ Denand The Apprentice are making business excit-
ing and relevant to young people. So the media has a role
in changing attitudes towards science and innovation.

Vivienne Parry Tome, scientistsareincredibly creative.
Yet science in schools is not the box of delights that I
thought it was, but a box of broccoli that you must have
becauseitis good for you. People teaching science need to
ensure people realise the creative qualities that are

required to be good at t, so that people can then aspire to
it, rather than feel bludgeoned into it.

Jonathan Kestenbaum Iam reminded of Richard
Sykes’ conversation at the breakfast that was mentioned,
where he said that his enthusiasm for science at the age of
15 was driven by the belief — taught at school — that he had
the capacity to blow up his own kitchen if he applied his
mind to it. What we discovered in our own Real Science
report was the absence of experimentation in science
inschools.

I do not know if you have been following the series on
the Today programme about who really runs Britain but
the answer was very clear: Britain is run by health and
safety. And health and safety has removed experimenta-
tion from science in schools.

Vivienne Parry And where are the chemistry sets? On
Christmasafternoon, youused to mixas muchasyou pos-
sibly could in one vessel to get the biggest bang you could
from your new chemistry set. >
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P Jo da Silva I have alot of public sector clients. With
every job we win, we push innovation and, in the changes
that governmentis trying to make in education and health,
ithasbeendriven by the consultants. But the people weare
interfacing with in the Department of Health and the
Department for Education and Skills do not have the same
aspirationallevels. Weare continually tripped up by obsta-
cle after obstacle because the focus is on the bottom line
and short-term initial capital costs, not long-term value.

The business of risk is very real. We have an innovation
forum and had a huge discussion on what is stopping us
doing innovation. What came out of it was that risk man-
agement has taken over. Every building and engineering
project we design is a collaboration with clients. We have
to persuade them to take the innovative journey and we
haveto couchthatin terms of risk mitigation. Weare going
for innovation because we are mitigating their long-term
risk, the increase in energy prices or whatever.

Also, there are side swipes all the time about scientists
and engineers being anoraks. I think today’s young
engineers and scientists

larger organisation like Pfizer. Pfizer might want to
develop innovation networks.

Claire Fox Morereal science and experimental science is
a good thing in the class room, but I have some nervous-
ness about the idea that you have to be blowing up the
chemistry lab in order for science to be exciting. Official
literature presents the idea of an abstract challenging and
difficult concept as dull. Somehow “hands on, making it
fizz” is exciting, but “difficult, challengingand an abstract
concept” puts everyone off.

I think there is a danger of patronising people butalso of
doing them a disservice. If anybody has ever taught
teenagers they will know that teenagers often say things
aredull. Youhave toreply, “Itmightappear to be dullnow
but it won’t be after I have taught you”, rather than say,
“They say it is dull so we need to sex it up”. We’re in
danger of losing our nerve and being dictated to by them.

Only this morning on the Today programme it was
argued that scientists should be taught at university to

consider what the conse-

would be deeply offended
at that prejudice.

The division between sci-
enceandartsisaproblem. As
anengineer, L amadesigner.

The division between science and
arts is a problem. As an engineer, I
am a designer, a creative person

quences of their science will
be. In citizenship lessons in
schools, students discuss all
the things that scientists
have done that are terrible

amacreative person. I donot
believe that the process I go
throughin terms of identifying and solving problems, and
then pushingideas through to their successful implemen-
tation, is any different to the process that Anya goes
through in creating wonderful bags. But that process does
notexistin the school curriculum. Creative design should
embrace engineering. I became an engineer because I
loved designing clothes. I loved making things and I
happened to be very good at maths. People say, “Oh, you
arean engineer. Did you like taking your father’s car apart
when you were small?” But engineering is not about tak-
ing things apart. It is about creating things.

Emily Shuckburgh Thereis a very unfortunate stereo-
type of scientists as being geeks who are not creative.
Being creative is fundamentally important for a research
scientist. Addressing that stereotype in education and
more broadly in society is incredibly important.

Many people have been suggesting that the UK is too
risk averse but I think it is important not to make broad
statements like that. Spin-out companies are places where
you can have disruptive innovation, whereas you would
not want to have that same risk threshold in, perhaps, a

and not trustworthy. So
how can they then go into a
science lesson and be enthusiastic. Thereis a cultural clash
we have to attend to.

Chris Powell Anya, can anything be done in
education to make people think both creatively
and innovatively?

AnyaHindmarsh Igetvery frustrated withschools, uni-
versities and fashion colleges because there is very little
commercial educationinthecoursesatall. Itisall very free
and very artistic. Most of the people I interview cannot
type and have noideaabout the critical paths and the sup-
ply chain. They spend three years, often longer, and come
out ill-educated. There should be work experience put
into the course or the long holidays, perhaps some sort of
apprenticeship programme.

Manufacturing is obviously a very big issue in fashion.
Sadly, we are giving up on England more and more. The
DTI was trying to encourage me to manufacture here but
we could not be competitive in so many ways if we do.
Thatis the reality that we have accepted. I think that does
not mean that we will be any less successful in the UK.
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However, when you start a busi-
ness, things such as meeting mini-
mums, sourcing and understand-
ing should be more supported.
Perhaps there should be some sort
of mentoring system for taking
greatideas through to a successful
commercial venture. Some of the
professors who I have met in the
colleges are brilliant but unfortu-
nately many of them are just failed
business people.

Of course, thereisawholeside of
fashion that is art, perhaps less
commercially driven and rightly
so. Equally, there is art that does
translateintolarge portionsof rev-
enue for the country so it needs to
be treated as a business and not
mentored by failed entrepreneurs.

Financial aid is vital in encourag-
ing greatideas, but 99.9 per cent of
banks won’t give it, unless you are
very talented, have some help in
another direction, or have some-
one looking out for you.

Jude Kelly My daughter had her first poetry book
published when she was 15. But she gave up English
literature because of the way it was taught. She felt she
was compelled to answer the questions in the way that
she was told to do so, that she would not pass the exam
if she were too imaginative. The push to get grades of
aparticular kind in order for the school to sustain its posi-
tion in the league tables was genuinely affecting the abil-
ity of the classroom to be creative. Children can become
cynical as to what an education is for. The role models
that the children are being presented with are giving
double messages.

While we keep that cycle going, I think children are
beginningto feel that they would notlook to school foran
education in terms of creativity. That is separate from the
fact that there are pools of wonderfully creative activity
going on in the best schools.

Andrew Jack We need to find ways to use the arts and
humanities to inspire greater interest in science. In lec-
tures on biology, for example, John Oxford uses works of
artand paintings to talk abouthistorical contextand so on.

I think ethics is well taught, actually. It does not just say

that scientists created the H-bomb and this is bad, but it
talks about choices and how science can progress things.

Another area that stimulates a lot of young people is
global warming. You could stimulate a new generation of
people who are interested in measuring and using science
for the good of humanity. We need much more overlap in
the curricula to allow those interfaces.

lan Livingstone Kidsshould belearningabout science,
computer science, building, art, architecture, animation
and all of those things without even realising that they are
doingitbecauseitis greatfun. Butwe donotteach funany
more, we teach boring stuff.

David Sainsbury There is a very interesting issue here
about how you getkids excited by science. One school of
thoughtsays that you putscience withinits socialand eth-
ical context so thatyouarelookingathow scienceimpacts
onsociety and so on. The otheris thatyou takeideas of sci-
ence and make them exciting through demonstration and
experiments, blowing things up, for example. I rather
strongly believe that the second approach is the right way
becauseThave oftenasked scientists, “How did you get p
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P interested in science?”, and they have never said

“Because of the ethical issues”, or “Because I wanted to
solve this problem”. They all say, “Because we grew crys-
tals in class and it was exciting”, or “I collected butter-
flies”, or “I builta radio”.

The fallin demonstrations and experiments is notjust to
do with health and safety. It has to do with things like
school discipline as well. Large classes that are not very
well disciplined do not give children the opportunity to
start trying things out.

Emily Shuckburgh You need diversity of purpose
among scientists. If you select only those people who are
excited by a big explosion, it would be unfortunate.
Excitement comes from being involved in a big explosion
and being engaged by the social purposes of your work.

Jo da Silva Cambridge’s engineering department used
to be based on hard science and mathematics but, over the
years, it has evolved and there is much more environmen-
tal engineering and sustainable development in the

course. People read engineering because they want to
be research scientists and technologists or because they
are fascinated by global warming or climate change and
they want to go into it for social reasons. That is echoed
in every university throughout the country. People are
getting into engineering precisely because it is anoraks
and technology. They see it as a bigger purpose, where
they can create change.

Vivienne Parry The exam system makes creativity in
science very difficult. If you do a school project, it is bet-
ter for you to do a project that the teachers know is going
to be graded and marked in a particular way, rather than
something more creative that may impact on the marks
and affect the school’s position in the league tables.

Jude Kelly I think the main problem is that if you are
corralling children tolearnin one direction, itis the oppo-
site of individual creative learning. I do not know how
children will get a love of science until you suggest that

each child will love it slightly differently.
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Chris Powell A bigpartofinnovation mustbe new busi-
nessformation and taking new ideas to market. One of the
old debates is whether failure is a lack of capital or lack of
good ideas.

Jonathan Kestenbaum Ilearned in my previous career
in venture capital that you cannot view finance in isola-
tion. Ittends tobe seeninacontext of bursts of innovation
taking place within an ecology within one kind of system.
The most innovative environments are places where the
ecology is in some kind of alignment. You see it in Israel,
Ireland and, to alesser extent, in Korea. Finance is notjust
poured in out of context.

Entrepreneurship has much less to do with an aspiration
for being in a corporate environment and much more to
do with that sense of excitement and wonder that young
people have. They are full of ideas and they want to find a
workplace in which they can implement those ideas.

Finance needs thatkind of cultural backdrop inwhich to
take root. We see that on the west coast of the US where
every second person is leaving school, college or univer-
sity looking to finance an idea.

Youalsoneed to create strong networks and strong clus-
ters where thereis secretcapital, the supplier of capital, the
role model who has done it before. When the inter-disci-
plinary phenomenon comes together, you have a much
richer environment for finance to take route.

There is no shortage of investment capital in this
country. But we have considerably less risk capital. The
traditional sources of risk capital were the venture capital
funds. Venture capital funds are now huge. They will
not foster or encourage early stage risk investment in
this country. So you need a different type of capital -
diverse pools of capital, that are not tyrannised by short-
termreturn. Youneed very creative partnerships between
publicly endowed capital, public capital and early stage
angel investors. Investment capital will notfoster the type
of innovation we are talking about here.

Commercialisation is also crucial. I think the journey
is from the creative spark through to the application
of that idea, through to the exploitation of commerciali-
sation of thatidea. From a business perspective, you need
different types of people associated with different parts
of that journey. Venture financing is at its most potent
where a productis developed in the context of a very rich
team that is able to incorporate and absorb the creative
genius, together with the applier of that idea, where
the team is mature enough to understand that the creator
of the idea is not going to be the commercialiser of
thatidea.

Chris Powell But the rate of new business formation in
the UK is about half of that in the US pro rata.

Jonathan Kestenbaum Anditiseven less than some of
our Asian competitors.

Wendy Hall With regard to academics being in one pot
and people who run businesses being in another, I am on
my fourth start-up and I have not yet made any money.
Thistimelaminateamthatknowshowtodoit,so I might.
Iam learning from them butitis very hard to teach entre-
preneurship. I am an engineer and technologist. I can see
technology coming down the line and what impact it will
have.Idonotthink enough peoplelike me are involved in
the venture capital companies, sitting on the boards of big
and small companies. Mostacademicsarenotinterested in
making money. That is why they are academics.

Chris Powell University finance is much less academi-
cally driven and much more commercially driven than it
used to be. Commercial people are coming in to see what
looks commercially viable in there, which seems to me to
be a very welcome way of doing it.

Emily Shuckburgh David was saying that there had
been some huge success stories of spin-out companies
doing very well but we need to be addressing those stories
that have not been so successful. Are there specific struc-
tures that we could putin place to try to get those compa-
nies to do more than be just a cottage industry for acade-
mic scientists, for example?

There has been a lot of emphasis over the past few years
on knowledge-transfer activities within universities but
you sometimes get the feeling that what results is two
wheels turning without any teeth on them.

Thereneedstobeafew keyindividuals who have knowl-
edge of both academia and the business world, to act
astranslators between environments. Where those people
exist they are often either failed business people or
failed academics.

Eliot Forster Iwould fully endorse Emily’s point that
interactioniscritical. The piece thatisin part missing from
the capital discussion is the business-to-business capital.
If you look across research and development in the UK,
pharmaceuticals, information technology and other cre-
ative media companies are actually driving capital into
smaller ventures. We mustn’t lose sight of the creative,
innovative and distributive steps that also occur, driven
through capital fund, the business-to-business capital. p



Xii newstatesman @ 16 January 2006 @ Innovative Britain

P David Sainsbury We are falling into the traditional
British pose of comparing our performance with the US
on all these indices. British universities are not like MIT
but MIT is nota typical US university either. We have had
some failures of spin-out companies. But thatis the nature
of spin-out companies; that is what risk taking is about.
European countries say the UK is doing pretty well. We
have learned a lot from the US and we are applying
that knowledge.

We haveto berealisticabout Chinaand India. Of course,
China and India are going to be big competitors in the
future but we need to look carefully at the level of their
science and technology and entrepreneurial businesses.

Chinese growth is driven by low wages, a lot of foreign
direct investment and imported technology. They
are bringing back their scientists from the US, where
they have been trained, and they will be rigorously
selective in setting up their top universities.

If you are rigorously selective with a population of 1.25
billion, it is not difficult to produce some world class sci-
entists, but that is still quite largely in the future. We
should be a bit careful about overestimating where they
are today.

investment poured into it. We are losing out. Thatis going
to hitus big time in a few years.

David Sainsbury In engineering, science and technol-
ogy about 39 per cent of PhD students come from over-
seas. I think we have to be much more prepared to say,
“Comeand do your PhD here and then, subsequently, we
would love you to come and work here”.

Jonathan Kestenbaum Ithinkthereare probably three
characteristics required for innovation to work.

Thefirst,and I cannotstressthisenough, is the well-inte-
grated team that has already been spoken about.

Second, is keeping very market focused while develop-
ing the product or the idea, always talking to customers.

Third, is the level of ambition that will transform inno-
vation, a cottage industry, lifestyle or however you want
to describe it?

Anya Hindmarsh Ithink thatinnovators breed innova-

tors and successful people breed successful people. Giv-

ing people a mentor would inspire them more than a for-
mal education.

The situation in India is
much the same. When you
are a poor country and you
put market disciplines in
and you have a reasonably

Innovators breed innovators.
A mentor would inspire people
more than a formal education

Jude Kelly People do
things beyond logic and not
usually for money but for
belief systems and values. I

well-educated population,
the striking feature is how
fast you can grow. The US is the most entrepreneurial
country, but they would also be worried about whether
their workforce is now as hardworking, say, as Chinese
people are.

Eliot Forster Rural inhabitants in China and India can
work in Shanghai or Mumbai for four or five years and
earn enough money in a western investment company to
then goback to their community and set themselves up for
the rest of their lives. So, of course, people are going to be
working very hard in that context.

Wendy Hall About 95 per cent of our PhD students in
the UK come from overseas, mainly from the Far Eastand
India. Wedonotencouragethemtostay forallsortsof rea-
sons. I know the government is looking at this problem.
Five years ago they would have been clamouring to stay
but now they are very happy to go back because there are
incentives for them to build a business or become a very
senior person in a Chinese university that is having huge

suggest that some of the
force coming out of India
and China is because people long to build up their coun-
tries and communities, their sense of purpose and worth.
People form clusters with other people who have those
same belief systems. I am involved in the Olympics and
amazing energy has been unleashed, and that can take a
nation forward psychologically.

The people who are gathering around the climate change
discussion are coming from many walks of life and they
are going to create a big powerful energy.

Universities are no longer the most exciting places to be
if you have a creative mind and so there is not, at the
moment, a sense that the country is creating situations for
creative people to work together in clusters on behalf of
both their ideas and the nation.

Claire Fox The Chinese have an incredible sense of
enthusiasm about economic growth and about the possi-
bilities of economic growth. They have a great sense of
ambition in the world and it is there for the taking.
Idoalotof talks with sixth formers and undergraduates.
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There is actually a lot of palpa-
ble hostility to economic
growth. Economic growth is
blamedforalotof the problems
of society. I am enthusiastic
about  development and
economic growth but it is
certalnly aminority sport these
days in the cultural and
political sense.

I think that we are very
ambivalent about what eco-
nomic growth can mean, and I
think that this is the sort of dis-
cussion that we should be
opening up. Young people,
particularly, express a kind of
guilt about wealth and con-
sumption as though somehow
these things are leading to the
problems of the world.

Chris Powell We haven’t really touched on R&D. I was
goingtoask Eliotto speak on this. Was there notaMcKin-
ley paper that demonstrated that most of the advances of
health in the UK can be attributed to the private sector?

Eliot Forster Certainly, 90 per cent of all medicines
available to us today, whether they be branded or generic,
have come from private industry. Butit would be churlish
to suggest thatitis only from private industry because we
have partnerships with academics in order to do our drug
development process. We work with physicians not just
in the UK but around the world.

There was a fabulous article in the Daily Telegraph this
morning aboutanew CT scanner that is coming out. The
ability to see organs individually has not been developed
inanacademicinstitution;ithasbeendevelopedin the pri-
vate sector. We ignore R&D in private industry at our
peril. We need tolook again atits value to the supply chain
and begin tounderstand whatthe poolforR&D and inno-
vation is in that context.

Chris Powell Digby, there are patchesin the UK thatare
competitively very strong in pharmaceuticalsand defence
in R&D butin other areas, particularly in manufacturing,
we are quite weak, are we not?

Digby Jones About 70 per cent of R&D carried out in
this country is done by about nine companies. It is quite

staggering. It is not much different in France and
Germany. The US is much better atit.

One of the issues we have in stimulating R&D in this
country and increasingly in the developing world, is
counterfeiting. If, as a smaller business in Britain, you
havebeeninnovativeand developed something, youdon’t
want to flog it in China because you will find that within
ten minutes they are nicking it. The Chinese government
will tell you that it has joined the WTO and broughtall of
the anti-counterfeiting legislation into its national law,
butitis not going to prosecute.

Chinais going to carry on being the factory of the world
for other people’s ideas for the next five generations.

The other problem with R&D in this country is the
appallinglink between teachingand manufacturing inour
schools. Too many teachers still see manufacturing as
dirty and horrible.Idonotblame them, either. If you open
anewspaper and see a merchant banker has gota £1 mil-
lion bonus and you also see that 600 jobs are lost at LDV
in Birmingham, why would you go into manufacturing?

There are currently six sectors in which this country is
either number one or number two in the world. They are
pharmaceuticals, aerospace, high class automotive, the
creative industries, financial services and academia.

Chris Powell Is thatenough?

Digby Jones At the moment, I think itis enough, if we
really do put the concentration of government p
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Vpohcy,prwate sectorinvestment, teachers, trade union-
ists and politicians into it. And if journalists get off our
backs and let us do it, I think those six will see this coun-
try through for the next 50 or 60 years.

Researchand developmentandinnovationinthoseareas
means that you can say to Pfizer, “Can you get on with it
please and will you do it here and not somewhere else?”

But also we should be saying to our service industries,
“How about innovation, research and development in
how you deliver your services?” We could get people to
understand that innovation is not just science and tech-
nology. Innovation can be about a system in a hotel, or
delivering a better hospital. That can be innovation. Too
often we have kids thinking, and certainly the media are
thinking that innovation and R&D are the preserve
of manufacturing.

The mentality of the public sees especially pharmaceuti-
cal companiesas being grubby, exploitative and as ripping
usoff. Ifamember of Al-Qaedadugup your grandmother
and took abaseball bat to your kids, you would puthimin
prison. But if he’s an extreme animal rights activist, the
magistrate will let him out on bail. If we carry on tolerat-
ing that type of environment, then Pfizer will vote with its

feetand go to Bangalore,and John
Rhodes will go to Dusseldorf. Itis
asocietal issue.

In the 19th century you found,
by and large, business clustered
around transport infrastructure;
in the 20th century businesses
were clustered around original
equipment manufacturers. In the
21st century we have clustering
around the universities.

If you get a university linking
with its schools, then there will be
a natural progression of innova-
tive thinking, starting in primary,
going up through secondary and
into further and higher education.
Itwillall happenaround auniver-
sity in a town.

Chris Powell Ithink Digby was
absolutely right on the fact that
we are mainly a service economy.
We have not really talked about
how R&D affects that. George?

George Cox We are moving into
a world where innovation is at a premium. It is in every
field. Youareabsolutely rightabout the service industries.
I have spoken about stock exchanges. The scene is chang-
ing totally. The nature of exchangesis changing. These are
big fields. We are going to see a transformation not just in
where exchanges are based but in what they actually are.

Take a field that you might think innovation does not
touch — auctions. I appreciate we have Sotheby’s and
Christie’s, but it has all been transformed by eBay.

The whole focus of this debate is that we are a very
creative nation. The question is how do we turn us
into an innovative nation where those ideas get put
into practice?

Chris Powell Thave notyetcomeacrossacountry which
didn’t believe that it was not the most creative country in
the world.

I'want to finish by going round the table and giving you
no more than one minute to say one thing that you think
is key to making Britain more innovative.

Emily Shuckburgh The current career structure for
academics demands that you spend part of your week
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doing research and part of your week doing teaching. If
you want to be radical, bring in a whole new career struc-
ture where some of the academics spend part of their time
doing research and part of their time working externally
with industry and business.

Digby Jones Educate the young thatriskis good and get
them to understand it, to embrace it and stop the great lie
that for some reason you can regulate risk.

Claire Fox Stop watering down the science curriculum
fromtheage of 14 onwards with the excuse thatweare sex-
ing it up. The term “sustainability” is quite dangerous
because it is an acceptance of the idea that we have to
accept limits.

Jonathan Kestenbaum Innovation takes place not
inisolation but in a supportive culture. One of the things
which characterises strong supportive cultures is
the types of role models that would translate what we
mean practically, making it

Andrew Jack I think the key theme is breaking down
barriers and creatinga much more holistic approach. And
it is probably also about breaking down traditional geo-
graphical boundaries.

Eliot Forster We should build upon what we have. We
all aspire to the “eureka” moment, but real innovation
goes from day to day. That will sustain us.

David Sainsbury Make science education in schools
more exciting and inspire more young people to be scien-
tists, engineers and to be creative. We need to stay focused
on what we are doing.

Jude Kelly Forme, one of thebarriersislanguage, which
is coloured by risk aversion, and also orthodoxy which is
an essential controlling mechanism that government

chooses to adopt when its own culture is risk averse.
I think our big push is to stop being defensive and not
keeplookingover our shoulder tosee whoisbehind usbut
to be steaming forward

very real, very alive and
really aspirational.

Wendy Hall The push for
entrepreneurship does not
feature at all in the

The push for entrepreneurship
does not feature at all in the
academic reward structure

because of what we want to
do for our country and for
ourselves. That, for me, is
very much about engaging
creativity because, to me,
that is what humans do. I

current academic reward

structure. We have to encourage interdisciplin-
ary approaches, get academics on to boards of corpora-
tions and get people in companies to understand how
academia works.

Anya Hindmarsh Let’s work on our strengths rather
than starting over again and educate by giving really sen-

sible hands-on skills.

George Cox What I would like to see is the government
not just welcoming and endorsing what I have said here
but bloody well doing it.

Vivienne Parry One thing that would make a real dif-
ference is that we should acknowledge creativity in fields
other than the creative arts and that we should value it,
encourage itand appreciate it.

lan Livingstone Creating content, investing ideas,
establishing IP and retaining ownership. We must not be
afraid of failure. We must change the perception of busi-
ness people if we can.

would encourage peoplenot
to be frightened of China or India and we won’t be if we
have language thatis aspirational and is not defensive.

Jo da Silva I think we should stop this polarisation
between science and the arts in education. I think we
should put words like “design” and “engineering” into
the vocabulary of all our teachers because the reason we
do not get people going into this space in the middle is
because the teachers do not know what the innovators do
forus.Ithinkthatwehavetoteachtheteachersaboutwhat
we have been discussing.

Then we need cross-fertilisation between academia and
industry. I think everyone has to understand risk. I think
risk in terms of business and innovation is about under-
standing change.

Chris Powell Ithink thereisadegree of commonality in
those remarks. Thank you allfor your contributions. You
were very positive in what you said. Future generations
may be deeply grateful to the New Statesman for arrang-
ing this round table. It’s possible we may have solved the
problem of innovation in the UK.
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