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AIRTO’s aim is to increase profitability by the application of science engineering and technology in industry.

AIRTO’s mission is to influence industry, universities and government to work together nurturing infrastructure which will drive forward the UK economy.

Innovation and Sustainability
· Innovation

· The adoption of new technology in the UK economy
· Concerns over climate change

· The environment and Sustainability

· Government policy

· The future

As we enter the 21st Century mankind is facing challenges the likes of which we have never seen. There have been warnings about the dangers posed to our environment and economy by climate change since the 1970s but it is only in recent years that the science has been accepted by the mainstream and the momentum has gathered towards building a sustainable future. 
What is sustainability? Sustainability is about living and working in ways that meet and integrate existing environmental, economic and social needs without compromising the well-being of future generations. The three pillars of sustainability that business must consider are the environmental social and economic impacts of its workings.  

As Bjorn Stigsman President of the ‘World Business Council for Sustainable Development’ puts it “Innovation and mew technologies provide a counter weight to business as usual. If we want to continue improving living standards alongside population growth, we will put a heavy weight on the planet. Innovations and new technology provide a way to improve our social progress through smarter ways of conducting our activities.” 
However whenever we come across corporate and social responsibility, particularly the kind espoused by groups such as the World Business Council for Sustaiable Development” our friends in Greenpeace and Corporate Watch call the “Greenwash” – “the phenomenon of socially and environmentally destructive corporations attempting to preserve and expand their markets by posing as friends of the environment”. And we all know this does happen. 

If trends in population growth, life expectancy, resource demands and pressure on biodiversity and of course the threat of  “catastrophic” climate change continue according to current projections we will have a problem on our hands if we do not reform business practise to be sustainable.
The founder of modern western political philosophy Thomas Hobbes wrote of the social contract, “the passions that incline men to peace are fear of death, desire of such things as are necessary to commodious living, and a hope by their industry to obtain them”. Essentially Hobbes said it is in man’s interest to maintain a harmonious society. What we fear in modern British society is not war and death but the potentially catastrophic dangers of climate change and environmental destruction. It is a modern social contract that binds us to the need to address sustainability today. Sustainability is in our self interest. If we wish to remain at peace and hold onto a commodious way of life long term we must accept the doctrine of sustainability right across society.
Some of you may be thinking it is all very well to talk about Hobbes and the social contract but what does it mean for business today and what is the role for innovation.
Analysis of the Dow Jones Sustainability Index tells us that there is a clear link between sustainability and growth. 
So how do we Achieve effective sustainability and avoid the ‘greenwash’.  

The answer is innovation. 

Investment in innovation to make a business more sustainable will inevitably have long term financial benefits to most industries. Reducing carbon emissions, utilizing new technologies and driving down costs.
So Innovation= Sustainability= Growth

So what sort of innovations and new technologies are driving the growth of the UK economy? Has the Government got the policy right in this area?

If any of you here read my column in the journal of science and public affairs you may be aware that I have been arguing for some time that we need a Ministry for science and innovation which links directly with the higher education system. I have argued vehemently for years that such a Ministry would provide the platform for a building a world class knowledge economy in the UK. I was absolutely delighted when Gordon Brown announced the formation new Department for Innovation Universities and Skills. Well I say I was absolutely delighted as someone whose career has been footnoted with rebellion, I have to admit there was a tiny part of me that was a bit fed up that they had actually decided to use my grand idea. None the less, ego aside I am thrilled that we have made such bounding progress in enshrining the importance of science and innovation in the UK.
So how is the new Department for Innovation Universities and Skills ensuring Britain stays at the forefront of innovation and keeps the cutting edge in global competition? The main focus for promoting innovation is ensuring business has the right environment in which to make innovation happen.
· incentives for scientific and technological R&D 
The R&D tax credits help companies to invest more in R&D either by reducing a company's tax bill or, for some small or medium sized companies (SMEs) not in profit, by providing a cash sum.  The R&D tax credits are available to companies throughout the UK.  Further enhancements to the credits were announced in the 2007 Budget. R&D Tax Credits are the biggest single funding mechanism for business R&D provided by Government. Developed through consultation with business they are at the heart of the Government’s strategy to raise levels of business R&D and encourage business innovation.  
support for high-tech manufacturing firms
increasing public investment in the science base
improving links between universities and industry.
The recent Sainsbury Review on Science and Innovation made the following recommendations

· A new leadership role for the Technology Strategy Board Working with the RDA's the Research Councils and government departments to co-ordinate public sector support for technological innovation, leverage public sector resources and simplify access to funds for business. 

· Building on our success in knowledge transfer by giving more support through the Higher Education Innovation Fund to business-facing universities, setting targets for knowledge transfer from Research Councils, doubling the number of Knowledge Transfer Partnerships and extending these further to FE Colleges. 

· A major campaign to enhance the teaching of science and technology including raising the number of qualified STEM teachers, increasing the number of young people studying triple science, improving careers advice, establishing a National Science Competition, and rationalising the many schemes to inspire our young people to take up careers in science and engineering. 

· A key role for Government Departments based on an improved procurement capability, a reformed Small Business Research Initiative managed in partnership with the TSB, and consideration for the incorporation of innovation into the duties of the economic regulators. 

· Increasing the focus of RDAs on science and innovation by encouraging them to put additional resources into TSB programmes, Knowledge Transfer Partnerships, high-technology clusters around world-class research universities, and proof-of-concept schemes consistent with a nationally agreed specification. 

The subtitle of the review - ‘the race to the top’ is indicative of the new emphasis the government is willing to put on science and innovation. This new emphasis was merely paid lip service under a Blair government one of the many things I have been overjoyed to see under a new Brown era is his attention to this important sector.

It may be in part down to Blair’s underestimation of the importance of innovation in the global  market place which led to the UK in the past underperforming on traditional innovation indicators. By traditional indicators I mean Research and Development spending and the production of patents. Per capita expenditure on R&D in 2006 was approx half that of our neighbors in the US. As a result, policymakers across the UK have sought to drive improvements in these areas, and as I have said, have focused on incentives for scientific and technological R&D, support for high-tech manufacturing firms, increasing public investment in the science base and improving links between universities and industry. Sainsbury report tells us there is more we can do.
However despite underperformance in traditional indicators the UK economy has continued to prosper at an unprecedented rate in recent years. This is due to hidden innovation. Innovation which takes place ‘on the job’, rather than through formal R&D processes. Then informal process of D&R – development and research can be just as important to innovation as the formal R&D process. There are many different ways to achieve and promote innovation. 
When is comes to promoting sustainability we will only achieve success by a whole country approach. 

There have been many innovations in business. We are seeing money pouring into making more efficient bio fuels, the possibility of carbon capture, better forms of converting solar energy and brewing hydrogen for use as a fuel.
The government has an important role to play and they must strike a difficult balance between allowing a climate where innovation can flourish and introducing state regulation necessary to meet their own sustainability objectives. For example in Japan there is a new electronic waste recycling scheme where the cost of the recycling is factored into the retail price of the item. So the consumer covers the cost of the entire life of the product, at the beginning. This sort of scheme can only be effective through government legislation. And it creates a new recycling industry which will help stimulate the economy. But innovation is not all about expanding economies it must be about effective delivery.
A previous key advisor to the PM Blair and Milburn and a key architect of British health reforms is a key figure in United Health a multibillions dollar company accused of introducing private money into the USA health system and more controversially into the UK claiming success in reducing waiting lists and while I don’t want to harp on about the other major problems in the health service but it hardly fulfils the answer to 47 millions Americans without health cover. He says for all its problems there is an ability in the states to innovate faster and test new models of care the US charges. However surely it is this grass roots innovation of service we must aspire to not the ‘innovative’ policy of introducing private companies. Premiums are growing at a great rate in the USA patients can’t fund their bills, the recent Michael Moore film ‘Sicko’ is a testament to that. Insurance companies deny care to people who are eligible and offer them huge pay offs so they will go away and not be a long term drain. Health care is not a business. 
PM Ministers politicians speak a language so clichéd it has drained words of any impact or meaning, I am all for giving people better chances in life but when I hear ministers droning on about opportunity and aspiration I aspire only for the opportunity to strangle them. 

Innovation is increasingly important in the public sector and government.  A recent NESTA report described public sector innovation being about new ideas that work at creating public value. If we can innovate in one sector to create better public value we free up money to invest in another sector and as such the entire mechanism of government will improve we all get better value for money and the party in power will remain popular. 

Public sector innovation can be handed down by political parties and government, but it can also occur in the work of civil services and there are plenty of examples of local government schemes which became so successful they are rolled out nationally. 

In fact many countries are now institutionalising innovation. The Department for Education has an innovation unit and the Department of Health has established an NHS Institute for Innovation and Improvement. Any new government innovation unit will be tasked with innovating in that sector but they will also have a responsibility to in build innovative suitability measures into working practises. 

The new challenge of sustainability has brought with it a plethora of political proposals for tackling environmental issues and climate change. New models of energy supply, carbon emissions trading, reusing household waste, congestion charging, eco-towns. 

It is in sustainability that the public sector has been most willing to consider innovative ideas. There are many areas where the public sector has not focused on innovation. We are worried about crime figures yet innovation in the penal system is basically unheard of, the choice instead is to privatise. There are of course many barriers to innovation in the public sector including risk aversion, bureaucracy the fact it is nobody’s actual job to innovate, unsuitable structures and barriers between departments. 

However it is vital that the public sector and government engages with the innovation agenda.

Leadership, technology, creativity, trying protypes and pilots
John Kao has written that the most important characteristic of an innovative firm is that it has an explicit system of innovation which pervades the whole organisation, which is visible, known about, generates a stream of new ideas and is seen as vital to creating new value. At present no public agencies have anything quite comparable. But we must think bigger than the private sector and the public sector. If we want to become a world leader in innovation we must have an explicit system of innovation which pervades our whole society, from the classroom to the boardroom.

Pro-innovation governance, teams and networks dedicated to organising innovation, processes which back innovation, investment in innovation, policies to encourage people into innovation and to bring out the best in innovators, (we must not forget great innovators may not always be suited to conventional careers and management structures), opportunities to trial new innovations, opportunities to spread innovations from sector to sector, focus on outcomes rather than methods.
