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Welcome 

Welcome to      
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SCMG at IFKAD 2009  
 

ñFrom little acornséééé..ò 

 

SCMG are delighted to support 
IFKAD 2009 organised by the 
Intellectual Asset Centre and to 
return to the University of Glasgow. 

 

SCMG was a spin out company from 
the University of Glasgow in 1991.  
The company has grown and 
developed from modest beginnings to 
become a leading consultancy with 
clients and projects Worldwide. 

 

In a business environment where 
many spin out and start up 
companies fail SCMG has become 
successful by building on intellectual 
property originally developed by 
Professor Douglas Macbeth and his 
research team as the basis to 
engage with customers and develop 
and grow a range of services which 
have been applied in both the public 
and private sector from oil and gas to 
the NHS. 

 

Has this been an easy process?  The 
spinning out is the easy bit, but both 
inventors and investors can have 
unrealistic expectations about the 
value of what has been created.   

 

Opportunities can be wasted if the 
ideas cannot be commercialised 
quickly or if stakeholders spend all 
their time worrying about what they 
might get which in many cases 
usually means nothing at all. 

 

Intellectual assets are only the 
means to the end not the end in 
itself.  It is absolutely vital that all 
interests are protected but the 
balance between commercialisation 
and protection is a fine line. 

 

This is true for both start up and 
mature businesses where time to 
market and commercial exploitation 
are survival issues.  

 

It is 100 years since Henry Ford 
started to mass produce the 
automobile.   He had to do 
everything himself including owning 
his supply chain from one end to the 
other; planting trees that would 
become seat frames and cattle that 
would ultimately provide the leather 
to cover the same seats.     

 

Most businesses and organisations  
now fully depend on their supply 
chain.  This provides flexibility 
without the fixed cost of ownership 
but carries other risks.   It also 
means that from one end of the 
supply chain to the other many 

ñideasò are shared and exchanged. 

 

Any business or organisation must 
ask three questions? 

 

1. Business Model - how do you 
add value? 

2. Supply Chain Architecture - 
relationships with customers 
and suppliers? 

3. Infrastructure - what assets and 
resources do we need where? 

 

The balance between physical, 
human and relationship capital  has 
changed.  The old adage that it is not 
what you do but how you do it has 
never been more appropriate.  The 
d e v e l o p m e n t  o f  d i s t r i b u t e d 
organisations and resources, high 
speed data connections, web 2.0 
technology and outsourced supply 
chains has created opportunities but 
also risks that need to be managed. 

 

This IFKAD 2009 edition of Value 
Add looks at supply chain, 
procurement issues and intellectual 
asset management and what that 
means for relationships between 
businesses and how they are 
managed. 

 

We hope you enjoy the Conference 
and the Congress and perhaps we will 
have the chance to meet at one of the 
sessions or at some later stage. 

 

Martin Murphy 
Managing Director 
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ñA penny for your thoughts!?ò 
 
Thomas Edison, the ñwizard of Menlo Parkò over his life 
time registered almost 1100 patents.  These include the 
phonograph and of course the first practical electric light 
bulb. 

 

He is also credited with the creation of the first industrial 
research lab where for the first time large numbers of 
individuals were formed into research teams to invent 
things as well as a pioneer of mass production.  His 
prolific output and large number of inventions became 
the basis for many common and household products if 
not the basis of the modern industrialised World.  Many 
entrepreneurs and innovators struggle  to commercialise 
one good idea so what impact in innovation and 
commercial terms does 1100 patented ideas have?    

 

In addition to the phonograph and light bulb Edison is 
also credited with electrical power distribution to homes, 
the telegraph, radiography, power  generation, by 1887 
there were 121 Edison power stations in the US, and the 
founder of 14 different companies including the iconic 
General Electric which is still one of the best known 
brands and successful businesses today.  He is perhaps 
less favourably remembered for electrocuting animals, 
including Topsy the elephant who had killed a number of 
zoo handlers, to demonstrate the effects of AC current.   

 

His real success, however, was not only in inventing 
things but, like his friend Henry Ford, his ability to take 
an idea, protect it and commercialise it.  Edison was also 
able to leverage other ideas from his predecessors, 
colleagues and competitors and in many cases is 
remembered as the inventor when in reality the 
innovation was a result of someone elseôs endeavours.   

 

Edison is remembered and honoured in numerous 
different ways and there are a multitude of books and 
articles that discuss his role and contribution to 
industrialisation in the 19th Century.  However, perhaps 
his greatest legacy is the companies that he created and 
have provided opportunities for countless employees 
and suppliers over the decades and the value this has 
added.       

 

GE was founded in 1878.  It was ranked #12 by revenue 
and #3 by profits in Fortune Magazines 2008 Global 500 
list of companies.    

1. OJEU Tendering 

2. Why is Procurement Important? 

3. Make Sure You Get it Right 

4. Best Practice Procurement 

5. Procurement -  the big picture 

6. Procurement driving innovation? 

7. Strategic Relationships 

Lots of ideas for this article were sourced from Wikipedia. 
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An ex-chief financial officer at Boeing received an four month jail sentence and a fine of $250,000 for 
illegally hiring an top Air Force aide.  The executive admitted his guilt after breaking conflict of interest 
laws by recruiting the aide while she was still handling Government contracts.  The aide is also serving 
a nine month sentence for favouring Boeing when awarding lucrative contracts.  Boeing lost a $23 billion 
contract after a Pentagon enquiry into the case.  The contract to provide refuelling tankers for the US Air 
Force was cancelled.  
 
The Chief Executive of a US electronic giant was jailed for plundering his own company to fund his 
lavish lifestyle.  This included $1 Million on a birthday party for his wife and skimming various budgets 
and bank accounts to buy apartments and vacation homes filled with works of art.  The executive was 
initially caught allegedly trying to evade $1 Million sales tax on a $13 Million work of art he bought with 
company money for his Manhattan home.   

Why is Procurement Important?  

The EU Public Procurement Directives 2004/EC/18 and 2004/EC/17 have 
been adopted in the UK from 31 January 2006.  This forces a more 
disciplined approach onto contracting authorities to be more transparent 
and rigorous in tendering and awarding contracts.  Notably the Directives 
include a 10 day standstill period to allow unsuccessful candidates to 
challenge the outcome of the process.   SCMG have direct experience of managing public sector OJEU 
tender processes for Local Authorities and Non Departmental Public Bodies including ICT hardware and 
software contracts, bulk mailing, PR Services, business advice and consulting services, construction, 
recruitment advertising, consultancy support, management training and development programmes. 

OJEU Tendering Process  

Clarification
LogClarification

Log

Sourcing
Strategy

Spec

Client

SCMG

Requirements

Info 
Pack

www.PQQ.org.uk

Contract
Notice

Weekly
Comms

Log

PQQ
Report

PQQ Evaluation Panel
(inc SCMG)

Terms &
Conditions

Candidate Briefing
(inc SCMG)

ITT Evaluation Panel
(inc SCMG)

Supplier(s) Presentation
(inc SCMG)

Contract 
Award 
Notice

Tender
Evaluation

Report

Clarification
Log

Spec

Tenders Received

Stage 1: PQQ Stage 2: ITTStage 0 Standstill

Contract 
Award

Min 37 days (30 if electronic) Min 40 days (35 if electronic)

1. Define requirements
2. Translate into Spec

3. Develop Sourcing Strategy

4. Select Procurement procedure
5. Identify prequalification criteria

6. Build PQQ website (tender specific)
7. Set up dedicated 

ñtender@tenders.org.ukò

8. Information Pack

9. Publish Contract Notice
10. Set up Communications Log

11. Manage enquiries and responses

12. Send weekly Communications Log
13. Advise changes and milestones to 

interested parties
14. Close PQQ

15. PQQ report

16. Evaluate PQQ report and identify 
candidates for ITT

17. Manage unsuccessful

18. Formalise ITT, Spec and T&Côs
19. Invite successful candidates to tender

20. Candidate briefing

21. Clarifications process
22. Tenders received

23. ITT evaluation panel
24. Presentations

25. Identify successful candidate(s)

26. Award contract

27. Manage unsuccessful
28. Implement standstill period

29. Contract Award Notice

Assumes 2 stage ñRestrictedò process 
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SCMG worked with the IA Centre to identify key areas of spend.  This spend was quantified and 
analysed in terms of a best practice procurement approach, to ensure value for money and that spend 
was supporting or delivering the Centreôs strategic objectives.  EU Procurement regulations were 
applied and categories of spend tendered for goods and services notably a four year framework for 
consultancy services.   Other categories that were tendered included, legal services, financial 
management and others services including PR and marketing.  95% of the Centreôs spend has now 
been subject to appropriate levels of  competition with long term frameworks or contracts in place.  
The Centre is now focused on building relationships with all the suppliers and contractors to help 
deliver IA support and service to Scottish companies.     

Best Practice Procurement  

Case Study #1: Alcatel Ruling  

 

The European Court of Justice 
(ECJ) Alcatel judgement found 
that all EU national courts must 
be able to set aside and review 
award decisions on public 
contracts.  This was a result of the 
previous position where the 
acceptance of a bid immediately 
created a contractually binding 
agreement with the only available 
remedy for aggrieved bidders 
being damages.   

In practical terms the EU 
Directives means that the 
contracting authority must allow a 
10 day minimum period between 
notifying their intention to award 
the contract in writing to all 
candidates and entering into a 
contract with the successful 
candidate.   

In addition every unsuccessful 
candidate is entitled to a 
debriefing within the mandatory 
period. 

Make Sure You Get it Right!  
 

In addition to being able to challenge the 
outcome of a public tender process the Freedom 
of Information Act requirements also means that 
unsuccessful candidates can request a copy of 
the winning candidateôs tender document.  The 
Scottish Commissioner has also ruled that 
pricing must be disclosed and cannot be 
withheld.   Bidders are unable to hide behind 
copyright or confidentiality statements which are 
generally ignored by Contracting Authorities.  
How do bidders get their winning ideas across in 
the knowledge that their competitors 
subsequently will be able to request and have 
full access to the information contained in their 
tender document.  In some cases how 
candidates propose to undertake the work or 
deliver a service, their methodology, is key to 
how they can perform better and / or at a lower 
cost.  This is clearly part of their Intellectual 
Capital.  Conversely Contracting Authorities 
must be absolutely sure that they have complied 
with the numerous steps in the procurement 
process and have fully defined their 
requirements and made objective decisions at 
every stage.  Sometime this is not clear to 
suppliers or well explained.  Biddersô confidence 
in the process can be increased if the 
Contracting Authority is specific in their 
requirement, defines unambiguous evaluation 
criteria, communicates clearly with all candidates 
and perhaps most importantly keeps to the 
published timescales and milestones.  All easy 
to say but in practice difficult to achieve.  
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Procurement as a Driver for  
Innovation and Wealth Creation  

Public procurement spend in the European Union is approximately ú2000 billion per annum.  This will 
inevitably increase in the downturn.  The European Union procurement directives have gone long way to 
improve the process by publicising, evaluating tenders and awarding contracts.  The drive to improve 
objectivity and accountability in decision making as a result of some additional changes to the legislation 
has had far reaching implications for both contracting authorities and candidates.   In Scottish terms the 
building of the Parliament provided many learning opportunities for all stakeholders.  Controversially the 
tendering of the Caledonian MacBrayne ñlifelineò ferry services was also a contentious issue.  Like every 
aspect of business mistakes happen or with hindsight things might have been handled differently.  The 
increased emphasis and focus on procurement (in Scottish terms driven by the McClelland Report) can only 

Procurement the Big Picture  

Case Study #2: ñScrabulous Shut Downò 

The game, as you may know, doesn't just take 
inspiration from Scrabble, but rips it off entirely and 
transports it to the web...triple word scores and all. 
Although Hasbro sent a takedown notice to Rajat 
and Jayant Agarwall, they later tried to come to an 
agreement with the brothers over the rights to the 
game. In fact, Electronic Arts, RealNetworks, Mattel, 
and Hasbro - the four U.S. companies that each 
have some of the rights of Scrabble - came together 
to offer the brothers a large sum of money which 
would have allowed them to keep a version of the 
game up and running. 

According to the New York Times, ñJayant 
Agarwalla said that he and his brother did not create 
Scrabulous to make money - they just wanted to 
play Scrabble on their computers.ò So why didn't 
they accept the big check then?  

The brothers decided to turn down the check, 
rumoured to be around the $10 million mark; 
apparently, they were holding out for more money. 
How much more? A multiple of several times $10 
million by some accounts. Even though the game, 
by all fair estimates, was probably only worth 
around $3-6 million, the brothers felt they deserved 
more. www.readwriteweb.com 

Buy American?  The recent bail out packages in the 
US and elsewhere raise very interesting issues in 
terms of suggested buy local agendas.  Should 
public funds for infrastructure projects only be used 
to buy local products and services; American Iron 
and Steel for American projects for example.  
Procurement processes in themselves are relatively 
benign affairs but what is more important is the 
design of the competition and how contracts will be 
structured.  Is having many Lots to bid for or 
frameworks with many or few suppliers consistent 
with creating appropriate levels of competition and 
value for money for the public purse.  For example a 
framework tender will initially create competition but 
as the contract matures how do you maintain the 
initial momentum and enthusiasm whilst others 
excluded from the framework look for other 
opportunities elsewhere and the competitive ñlocalò 
pool of suppliers becomes less competitive or 
interested in subsequent opportunities.  In other 
cases Frameworks can become a ñcop outò for 
indecisive contracting authorities and in many cases 
the original prospect and promise of work is so 

diluted within the framework that suppliers become 
de-motivated and are forced to seek alternative 
opportunities.  Meanwhile the client is disappointed 
in the service level even though there is little 
tangible service required or being delivered.   
Public procurement is a huge catalyst to create 
wealth and innovation.  However, it is not enough 
just to follow the process and be compliant.  What is 
required is a an intelligent approach that considers 
why the service is required, what it will deliver, who 
will deliver it and what the deliverables and 
consequences are in economic, social and 
unfortunately in too many cases political terms. 

be a good thing.  However, what this means for 
contracting authorities and bidders is not straight 
forward.  Many contracting authorities are still wide 
open to challenges from unsuccessful suppliers and 
need to be more focused on the design and 
subsequent management of contracts - value for 
money can only be truly established retrospectively.  
Similarly many suppliers need to be more realistic 
about prequalification and their own capabilities and 
capacity.  The hardest thing for a supplier to do is 
not to bid, however, in many cases this is the most 
appropriate course of action.  The time spent 
bidding for work is considerable and usually 
underestimated.  For many suppliers the reality is 
that this time would be better spent pursuing other 
opportunities. 
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Strategic relationships are a key focus for many 
businesses and supply chains. Best practice 
companies identify, recognise and manage 
relationships with strategic customers and suppliers 
differently from low risk suppliers.  What constitutes 
a strategic relationship?  In simple terms this is 
based on mutual dependency or win win 
relationships -although many business schools are 
still teaching mutually assured destruction and zero 
sum games based on ancient Chinese philosophy, 
Prussian army tactics and cold war thinking.   

Strategic relationships also require that ñpartnersò 
share information and ideas that they would not 
normally do or with other suppliers and customers.  
The creation of ñIPò based on what businesses do 
together is still an emerging area and in many cases 
uncharted waters particularly in JVs, partnerships 
and strategic alliances where many end in 
disappointment.  Learning to collaborate and 
understanding how to win, manage and sustain 
opportunities is in itself a competitive advantage.   

Strategic Relationships  

Case Study #3: Lik Sang  

Lik-Sang an on-line retailer claims it has been forced 
to shut down after Sony won a series of legal 
victories against the company.  

Sony argued that Lik-Sang had infringed copyright 
and trademark laws by selling Japanese PSPs to 
European consumers. 

A Sony spokesperson told www.GamesIndustry.biz 
that the company is determined "to protect 
consumers from being sold hardware that does not 
conform to strict EU or UK consumer safety 
standards, due to voltage supply differences". 

Lik-Sang "strongly disagrees with Sony's opinion 
that their customers need this kind of protection", 
claiming that "PSP consoles shipped from Lik-Sang 
contained genuine Sony 100V-240V AC Adapters 
that carry CE and other safety marks and are 
compatible world wide. All PSP consoles were in 
conformity with all EU and UK consumer safety 
regulations".  www.gamesindustry.biz 

Case Study #4: Blackberry  

The BlackBerry hit the market in the late 1990s, becoming a hit with lawyers and businesspeople who wanted 
to check e-mails away from their offices and home computers.   

NTPôs founders noticed similarities between their technology and the BlackBerry. In 2001, they sued, and a 
year later, a federal jury in Richmond agreed that RIM had infringed on NTPôs patents.  BlackBerry came 
close to having to shut down it email service in the US due to the alleged infringement.   

A federal judge rejected an effort by BlackBerry maker Research In Motion Ltd. to settle a patent case and 
moved a step closer to reissuing an injunction.  The parties eventually agreed a preliminary $450 million 
settlement in late 2005 to settle their differences.  www.msnbc.msn 

Subprime Mortgages - Supply Chain Lessons  

Perhaps the current financial crisis is a perfect example of what can go wrong in supply 
chains. Here we had extended chains of players in many different market places not 
paying enough attention to the actual value contributed at some distance and many 
chain links away. Everybody seemed to be happy that someone else earlier in the chain 
had done the due diligence to check that there was actually an underlying asset on which 
the whole system was built. Add in the internalisation agenda in the way that the market 
in financial instruments transferred money (and risk as it turns out) and you have a 
perfect example of lack of joined up supply chain thinking. Now with the pendulum 
swinging aggressively in the other direction we have banks desperately rebuilding their 
balance sheets and trying to pay off the bail out loans (with interest charges at what now 
looks like ridiculously high rates) and we have created another unsustainable supply 
chain in that the basics of supply chain operations are being starved of the life blood of 
credit guarantees so that the world is in danger of stopping to trade.  If supply chain 
thinking means anything it must mean that we need to take a more interconnected view 
of the world in which obligations as well as opportunities are recognised and managed. 

Professor Douglas 
Macbeth is based at 
S o u t h a m p t o n 
University and is a 
Director of SCMG.  
This  Blog article is 
a v a i l a b l e  a t 
www.scmg.co.uk 

http://douglasmacbeth.blog.co.uk/2009/01/22/subprime-mortgages-supply-chain-lessons-5422974/
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High Impact Consulting  

SCMG deliver high impact consulting through a structured and rigorous approach to your supply chain issues. Our 
approach considers key aspects of your business model, supply chain architecture, relationships and infrastructure to 
ensure your strategy, processes and people and supply chain are fully aligned.  We have experience of working with 
clients in the following sectors: Aerospace and Defence, Manufacturing, Construction, Food and Drink, FMCG, 
Pharmaceuticals, Health, Oil and Gas, Chemicals and Refining, Universities and Higher Education, Transport and Rail, 
Financial, Utilities and a wide range of Non Departmental Public Bodies, local government and economic development 
agencies. 

Private Sector   

We have experience and skills of both inbound and outbound supply issues including identifying, evaluating sourcing 
and selecting suppliers and developing collaborative relationships with key  suppliers and customers.  This includes 
managing supply chain interfaces and developing strategic alliances and JVs.  In outbound terms we have been 
involved in order fulfilment, distribution optimisation and reverse logistics as well as working capital management and 
total cost reduction programmes from both a procurement and logistics perspective. 

Public Sector   

We have been at the forefront of applying supply chain management techniques in a public sector context and have 
extensive experience of public sector tendering requirements, developing strategies, organisational development and 
skills transfer as well as end to end OJEU tender management support to a number of local authorities and non 
departmental public bodies. 

Learn how to Collaborate - Read this Booklet!  

Sometimes the theory can just get too complicated.  Donôt worry!  If 
your supply chain strategy has lost the plot maybe you need this fun 
publication from SCMG. 

Dinosaurôs Werenôt Very Clever is a small booklet that explains quite 
simply but very specifically what you need to do to improve your sup-
ply chain.   Maybe if the Dinosaurs had practised a supply chain ap-
proach they might have survivedéé...bad news for us of course!   

If you would like a copy of this booklet free of charge and no strings 
attached you can order it from our website www.scmg.co.uk.  And 
even if it does nothing for you the kids will love it? 


