












MINUTES OF EVIDENCE

TAKEN BEFORE THE SCIENCE AND TECHNOLOGY COMMITTEE

TUESDAY 25 FEBRUARY 2003

Present:

Finlay of LlandaV, B. Patel, L (Chairman).
Freeman, L. Thomas of Macclesfield, L.
Methuen, L. Turnberg, L.
Oxburgh, L. Wade of Chorlton, L.

Memorandum by the Department of Trade and Industry and Department for Education and Skills

The Government welcomes this very timely Inquiry into Science and the Regional Development Agencies
(RDAs). The RDAs are key regional agencies for promoting growth and competitiveness through science
and innovation with a specific focus on:

— building up the demand and capacity of businesses in exploiting science, engineering and
technology, generated by the science base,

— strengthening the knowledge transfer and innovation support arrangements that facilitate and
encourage this vital process in their respective regions.

This applies equally to research and technology in the arts and humanities fields, which underpins the
growth and competitiveness of many companies, including those forming what is sometimes called the
“creative industries sector”.

2. This Memorandum provides a general picture about the RDAs activities in developing and exploiting
the science base. Recent initiatives include the establishment of Regional Science Councils and the
development of regional science strategies. The RDAs are also steadily gaining more resources and flexibility
in the ways in which they can use their budgets.

How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to stimulate
employment, employment opportunities, regeneration, wealth creation and improved skills levels?

3. The development and exploitation of SET within the regions is an essential tool to enable the RDAs to
underpin and develop their regional economies successfully. A strong science base is a key contributor to a
sustainable competitive economy. Increasingly, the RDAs are developing and refining an understanding of
the strengths and weaknesses of the regional science base, and are involved in activities to develop connections
between business and the technology and science base in their regions. Some of the RDAs are keen to expand
their region’s knowledge base, others are seeking to make better use of the knowledge they already have and
to convert it into economic success, and they are pursuing this in a number of ways.

Exploitation of Regional Science Base

4. Third leg funding—for example, the Higher Education Innovation Fund (HEIF)—is a vital ingredient
in developing regional economies, and the Government is increasingly making use of the RDAs’ regional
knowledge in the allocation of knowledge transfer funding to reflect regional priorities. Although distribution
of the most recent, and first, round of HEIF funding was not guided by any specific regional criteria, regional
consideration was given weight in the allocation process. Assessment criteria included the extent to which
proposals were responsive to regional skills and the economic development agenda, and the RDAs were
invited to assess the match of bids to their Regional Economic Strategy, and there was RDA representation
on the Advisory Board.

5. The Government announced in the science strategy document “Investing in Innovation” that the RDAs
will play an enhanced role in helping to direct resources from HEIF so that they contribute most eVectively
to regional growth strategies. To ensure that HEIF proposals are relevant to the needs of local and regional
economic development, RDAs will be involved in the development and prioritisation of universities
proposals for use of HEIF. In the Higher Education White Paper “The Future of Higher Education” the
Government continued to support the enhanced role for the RDAs in HEIF by announcing that they wished
to engage more closely in the distribution of HEIF funding to make sure that it is properly focused on regional
development priorities. From 2004–05 RDAs will have a larger formal role in how HEIF is distributed. The
Government will be consulting the RDAs and the HE sector on the guidelines for implementing the second
round of HEIF. We expect to publish a consultation document in March. As part of this formal consultation
period, OST will be hosting a workshop with the RDAs to get their input, particularly on the scope of their
enhanced role within HEIF.
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Development of Regional Science Base

6. It is worth nothing that some RDAs are encouraging specialised centres of excellence in sectors
important to the region, with a focus on the eventual commercialisation and exploitation of those sectors.
For example, One NorthEast has established its “Strategy for Success”. This strategy is based upon the
development of Centres of Excellence in five areas of potential world class excellence, from the perspective
of both research and the capacity to exploit this research. The Centres are in the areas of life sciences,
nanotechnology, energy, process industries, digital technology and media and will be supported by an
Exploitation Company providing commercial and Intellectual Property management resources. The overall
purpose of the Centres is to constitute the technology transfer “bridge” between the research base and
industry, particularly in the form of regional clusters. Each of the Centres have Management Boards drawn
from both industry and the research base.

7. The North West’s science strategy—“Northwest Science”—was launched in October 2002. This was the
first regional science strategy to be produced in England and focuses on five key science based clusters—
environmental technologies, nuclear energy, biotechnology, chemicals, aerospace. The strategy will aim to
ensure that science and technology in the region’s companies and universities is of the highest calibre.

How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

8. In exchange for the flexibility of the Single Pot funding arrangement, the Government has set a
framework of targets for the RDAs to achieve. The framework is common to all RDAs and is designed to
ensure that they contribute to addressing national priorities (including SET) for economic development. Each
RDA prepares a Corporate Plan and they are required to cover certain issues as set out in Guidance prepared
by Government Departments collectively. That Guidance focuses on issues where national policy—including
policy on SET—needs to mesh with regional policy. The RDAs draft plans are scrutinised by oYcials in each
Department before Ministers give their approval. However, decisions on individual projects or programmes
are for the RDAs themselves. The Department also sets targets for all the RDAs focussing on key areas for
delivery, and Departments approve all individual projects over £5 million, ensuring that they oVer value for
money and do not conflict with national policy priorities. One of the targets is in innovation: RDAs are
required to work towards a significant increase in the number of innovating businesses, of whom a growing
proportion use the science base amongst other sources of knowledge.

9. In addition, Statutory Guidance on the RDAs Regional Economic Strategy makes clear that RDAs
should aim to support and enhance national policies while addressing the particular needs of the region, and
should have regard to all relevant statements of Government policy and to any separate guidance issued under
the RDAs Act 1998. Section 7 of the RDAs Act 1998 gives the Secretary of State powers to give RDAs
guidance and directions in relation to the formation and review of the Regional Economic Strategies.

Supplementary Guidance

10. The Supplementary Guidance on developing the Regional Economic Strategies was revised in 2002,
and the RDAs were asked to consider the national priorities for supporting innovation, and it was suggested
that DTI may want to discuss with the RDAs how best they can work together to support innovation, and
what mechanisms should be put in place to share experience and views on policy and delivery. The RDAs
were also asked to consider some of the main national knowledge transfer mechanisms, such as HEIF, LINK,
Faraday Partnerships, and draw on these to support their own work on innovation.

11. The RDA Regional Economic Strategy (RESs) refer specifically to a number of national policy
initiatives including SET-related White Papers:

— Opportunity for All in a World of Changes (DTI/DfES–2001).

— Investing in Innovation: A Strategy for Science, Engineering and Technology (DTI/HMT/
DfES–2002).

— Productivity in the UK (HMT/DTI–2001).

— The Government’s Manufacturing Strategy (DTI–2002).

— Review of Business Support (DTI–2002).

Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

12. As part of their strategic roles, the RDAs are expected to influence the application of funding from
national bodies, the EU, other relevant regional bodies and of the private sector, in line with their Regional
Economic Strategies, and the Government are actively encouraging them to do so.
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Science Councils

13. The Government are encouraging all of the RDAs to establish regional Science and Industry
Councils—along the lines of those in the North West and the North East—to develop science and research
strategies for the region and to make maximum use of local expertise. The Councils in the North East and
the North West were established following work commissioned from Arthur D Little who demonstrated the
ineVective arrangements for linking the research base with regional industry. To a large extent, the
Universities were pursuing research agendas not connected to the needs of local industry, and even in those
areas where research and expertise was aligned with local needs, identifying and accessing these opportunities
was very diYcult because of the absence of eVective mechanisms.

14. Both Councils comprise senior representatives of the Region’s industrial and scientific communities
and provide a strong mechanism for ensuring the development of the research base and its linkages with
industry. The Council also enables the diVerent universities and industries to identify common interests and
develop eVective collaboration, as well as seeking to promote the region as a place to conduct R&D and locate
science and technology enterprises. Several other RDAs are now taking forward their own proposals to
establish Councils or similar bodies to develop and implement the science and research strategies for their
region, to secure extra resources for the development of the region’s science base, and to foster linkages
between the research base and local industry.

Innovation Group

15. There is also considerable SET expertise at the national level which the Government is encouraging
the RDAs to tap into. In particular, the DTI has sought to establish clear relationships between the RDAs
and the DTI’s Innovation Group and OST. This will ensure that there is coherence between national and
regional activities to promote innovation, and to identify opportunities for regional input to the development,
delivery and promotion of national activities and message. Consequently, the Regional Innovation Steering
Group was established in October 2002, bringing together representatives from the RDAs, the Government
OYces, the OST, the Innovation Group and the Business Group to promote joint working and the exchange
of intelligence and best practice by identifying where activity is needed, and the means by which it should be
taken forward. The RDAs (and the devolved administrations) are currently in consultation with the
Innovation Group as to how they can most eVectively be involved in the work streams that will be under-
pinning the DTI Review of Innovation. Anthony Dunnett (Chief Executive, SEEDA) will represent the
RDAs on the Steering Board of that Review.

Research Councils

16. Research Project and Programme funding from the Science Budget through the Research Councils is
based on UK wide considerations of scientific excellence. Grants are made through peer review against these
UK wide criteria regardless of geographic location in order to secure value for money and to ensure that the
UK’s research capabilities remain internationally competitive at the leading edges of science, engineering and
technology. The regional focus of the Development Agencies complements these arrangements and provides
many opportunities for joint working, and especially so in such priority areas as education and training,
knowledge transfer and interactions with businesses more generally at the local, regional and national levels.

17. Acting together as RCUK, the Research Councils are therefore seeking to strengthen their top level
relations with the Regional Development Agencies in England, and their counterparts in Scotland and Wales
with the aim of working jointly on such matters of mutual interest with the aim of maximising their
contribution to wealth creation and quality of life in the UK. Such matters include:

— awareness of the RCs’ present plans and priorities and input to future plans and priorities;

— trends and developments in science, engineering and technology eg emerging hotspots, longer-term
changes and drivers;

— opportunities for RDA participation in the activities of Research Councils, their institutes and
units;

— knowledge transfer including continuity of funding to bridge the development gap and articulation
of industry needs;

— training including articulation of regional needs and involvement of companies in postgraduate
training; and

— RDA links with local government, and healthcare/NHS trusts.

18. This more co-ordinated, joined up approach to partnership with the RDAs is being led by the CCLRC
and involves continuation of the annual cross RC, cross RDA meetings of Chief Executives. The first of these
meetings took place in February 2002 and the second is scheduled for 28 February 2003. Two further elements
of this approach, to be discussed at this second meeting, would be the establishment of a high level steering
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group for managing and developing the relationship and to ensure that actions agreed at these annual
meetings are followed through, and an annual workshop at Director level, for propagating best practice.

19. This approach is designed to build on the relations which have already been established between
individual Councils and RDAs. For examples, PPARC is working jointly with the North West Development
Agency and the University of Manchester to co fund the upgrading of the MERLIN Network of radio
telescopes, centred on Jodrell Bank. Other examples are being provided by RCUK in its written evidence for
this inquiry.

Higher Education Funding Councils

20. Higher education funding councils provide block grant research funding to higher education institutes,
mainly based on the quality and volume of their research. The main purposes of the funding councils’ grants
for research are:

— to provide for the research infrastructure in HEIs (including permanent academic staV salaries);

— to cover most of the costs of basic, pre-competitive research undertaken by HEIs;

— to contribute to the substantial fixed costs of postgraduate research education, particularly staV,
premises, equipment, libraries and other essential facilities.

21. There are separate higher education funding bodies for the diVerent parts of the UK; the Higher
Education Funding Council for England (HEFCE) funded by the Department for Education and Skills
(DfES), the Scottish Higher Education Funding Council (SHFEC) funded by the Scottish Executive, the
Higher Education Funding Council for Wales (HEFWC) funded by the Welsh Assembly, and Northern
Ireland’s Department of Employment and Learning (DEL).

22. The funding councils distribute resources selectively according to quality and RDAs have no formal
role in this process. RDAs do, however, engage directly with higher education institutions to ensure that their
research is exploited for the benefit of business and the regions. For example, Yorkshire Forward has
provided funding and support for the Yorkshire universities including the White Rose Partnership—Leeds,
SheYeld and York.

European Funding

23. RDAs can draw upon European Structural Funds—the EU’s main instrument for supporting social
and economic restructuring across the union. The UK’s allocation from the Funds for 2000–06 is over £10
billion. The European Regional Development Fund (ERDF)—aims to improve economic prosperity and
social inclusion by investing in projects to promote development and encourage the diversification of industry
into other sectors in areas lagging behind. This fund is available in Objective 1 and 2 areas and is the fund
most widely used by the RDAs.

24. Paul McIntyre, then Deputy Director General at DTI, wrote to all RDA Chief Executives in December
2002 to encourage them to do everything they can to ensure full take up of Structural Funds before the end
of 2003 when any unallocated funds will revert to Europe. Alan Johnson, Minister of State for the Regions,
reiterated this point on 29 January 2003 in one of the regular meetings he Chairs with the Chairs of all of the
RDAs. He encouraged them to ensure that they made maximum use of Single Pot funds as match funds, and
that Single Pot funds were not used where Structural Funds could be accessed. Government OYces and
RDAs are working together to maximise take-up of the funds.

25. In the North East, the Government OYce Regional Director chairs a task group which aims to ensure
that all involved are making sure applications for funding are processed quickly and eYciently. A total of £23
million of ERDF funding in the North East will contribute towards the cost of developing Centres of
Excellence and supporting individual projects that demonstrably ensure that SMEs are equipped with the
knowledge to exploit the economic benefits of innovation and technology transfer. In the North West, £31
million of ERDF will fund a variety of projects and schemes including the Cluster Development Through
Business Support scheme.

How do RDAs reach decisions on financial support for SET? How should success be judged?

26. RDAs are required to appraise all Single Pot projects (including those in support of SET) according
to a common appraisal framework. This process imposes minimum requirements, but the RDAs themselves
often impose more stringent appraisal processes. All projects costing more than £5 million Single Pot monies,
or where Single Pot case levers in European Funds leading to a total public money contribution of £5 million,
are considered by the Central Projects Review Group. This inter-departmental group satisfies itself that
projects oVer value for money and do not conflict with national policy priorities. At the initial appraisal stage,
Strategic Fit, Value for Money, Options Assessment and Risk Assessment of the project are considered as a
minimum. In all cases, the level of appraisal has to be proportionate to the level of RDA expenditure involved,
and the scale and complexity of the project.
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27. The RDAs will increasingly draw on the breadth of knowledge contained within the Science and
Industry Councils to reach their decisions on the financial support for SET. It is also hoped that the RDAs
will consult more with the Research Councils to ensure maximum co-ordination with the Research Councils
investment portfolios.

28. It is unrealistic to expect short term success from the RDAs investments in SET. For example, payback
from spin-out companies will invariably take several years. But, in the longer term they will be successful if
their science base becomes sustainable and they are able to attract science funding through the traditional
formulaic approach. There will also be an increased take-up of knowledge transfer funding, and there will be
an increase in the development of private sector R&D leading to increased wealth and employment.

What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland, Wales
and Northern Ireland?

29. The RDAs are steadily gaining more responsibilities, resources and flexibility in the ways in which they
can use their budgets to develop SET but it is very early to draw conclusions from their approach to SET.
What is clear is that as the RDAs increasingly focus their resources on science and innovation, funders of the
science base at a national level are looking for opportunities to work with the RDAs on issues of mutual
interest. In addition, the important role Science Councils can play as useful vehicles to attract funding and
maximise the exploitation of the knowledge base as a key element of the Regional Economic Strategy is also
emerging.

30. The RDAs have established links with their counterpart Agencies in the UK to ensure that they learn
from their experiences, and where appropriate, they are co-ordinating their activites, for example on Inward
Investment. A number of forums at both Ministerial and oYcial level exist where science and innovation
issues are discussed, and best practice is exchanged. Some of the RDAs draw heavily on the experiences of
Scotland and Wales in undertaking their SET activities—for example, a great number of Yorkshire Forward
projects in the SET area are modified from successful initiatives in those countries. The Proof of Concept
fund—oVering pre-Venture Capital support for exploitable ideas coming out of universities—is being
considered by a number of the RDAs.

19 February 2003

Examination of Witnesses

Mr Peter Bunn, Director, Regional Policy, Department of Trade & Industry; Mrs Beccy Eggleton,
Regional Policy Directorate, Department of Trade & Industry; Dr Chris Henshall, Director, Science
& Engineering Base Group, OST; and Mr Mohammad Haroon, Department for Education and Skills,
examined.

(Dr Henshall) I am Chris Henshall. I am DirectorChairman
of the Science and Engineering Base Group in the

1. Good afternoon. I welcome both the witnesses OYce of Science and Technology. In that role I work
and the members of the public to this first meeting of directly to the Director General for Research
our Inquiry into Science and the RDAs. I draw your Councils, John Taylor, on policy for the science
attention to the circulated information note which budget, allocation of the science budget,
sets out the interests declared by members relevant to performance management of the Research Councils,
this Inquiry. To save time, they will not be read into and on the exploitation of the research base. I work
the record here, but will be included in our eventual closely with Peter, as he has explained. I also work
report. I should be grateful if you would begin by with the Innovation Group in the DTI, particularly
introducing yourselves for the record and giving a on the exploitation issues, and we work very closely
thumbnail sketch of your roles within your with colleagues in the Department for Education and
departments and indicating how your jobs interact Skills on the whole of the dual support system for
with the others’. science and research, and also particularly on the

(Mr Bunn) I am the Director of Regional Policy in knowledge transfer third leg issues.
the DTI. I cover a number of teams, including (Mr Haroon) I am Mohammad Haroon from the
perhaps most relevantly for this Committee, Department for Education and Skills. I am Head of
Regional Innovation. My functions also span things the Regions Delivery Support and Regeneration. I
like the DTI interests in the Government OYce have responsibility for the DfES interests in regional
network, DTI interests in social inclusion and development agencies and Government OYces, and
neighbourhood renewal, but, as I say, I suspect we I have other responsibilities as well, including social
will be focusing mainly on the innovation area. I have inclusion, regeneration and community cohesion.
therefore very strong interactions with a number of For the purposes of this Committee, I am here
parts of DTI on the innovation agenda, particularly because of my overall policy responsibility for the
Dr Henshall’s part of the Department in OST, but DfES’ relationship with RDAs.
also the Innovation Group as well. So you are seeing (Mrs Eggleton) I am Beccy Eggleton from the
some but not all of quite a complex network of Regional Policy Directorate of the Department of

Trade & Industry. I work to Peter Bunn and I amcontacts on innovation matters.
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Head of the Regional Innovation Team. I also work those things which are very definitely driven by
regional matters, we have encouraged responsibilityvery closely with colleagues in the OYce of Science

and Technology and the Innovation Group, and also to be given to the RDAs to tackle regional problems
in the way that they feel is most appropriate to thehave a wide range of contacts with the RDA

innovation managers. needs and circumstances of their region. I think you
can see the eVect of that in things like the Smart

2. Thank you very much. DTI and OST have three scheme, which was quite clearly addressing what we
particular policy areas relevant to our inquiry: saw as a national issue, a national challenge, about
innovation, science, and sponsorship of the RDAs. the rate of innovation in small firms. Therefore there
We know that DfES is also a significant player is a national scheme for Smart, but the delivery is
because of both the general skills agenda and, in very much out in the regions, because that facilitates
particular, new policies in the recent White Paper1 to maximum contact between project oYcers and firms,
encourage higher education involvement with for example. The Faraday initiative: the main
Regional Development Agencies. Against that concern there was, if you look at who should benefit
background, and with particular reference to science, from any individual Faraday partnership, they are
engineering and technology, we have four interlinked firms in a sector. There may be some geographical
questions. First, how, within Whitehall, are the concentration to them, but we would not want to be
innovation, science and general policies towards exclusive in terms of firms that could benefit from a
RDAs made to work coherently and, where the Faraday partnership, so that is essentially a national
agendas overlap, in a synergistic way? Second, what initiative, of which the partners in Faradays are
are the principles applied in settling whether relevant essentially national or sectoral type bodies. That may
initiatives and policies (for example on the Faraday well mean that RDAs can help to promote the
Scheme and the proposed Knowledge Exchanges) activities of Faraday in their region, and there are
are made and implemented at national or regional some examples of that sort of synergy where the
level? Would you like to deal with those two first. RDAs will mount some complementary activity

(Mr Bunn) Perhaps I will lead, and my colleagues around a national initiative.
may wish to add. The point about this area is it is
actually quite complex, and there are quite a lot of
interactions, so there may be some multiple, but I

Lord Freemanhope complementary answers. On the point about
ensuring coherence and synergy, fundamentally that 3. I wonder if I could briefly follow up Mr Bunn’s
comes about through close joint working, and that very helpful explanation? Could he give the
joint working is supported by a number of Committee some feel for the nature of the problem by
mechanisms, some formal, some informal networks. giving an example of the problem that has arisen in
There are many diVerent fora in which we seek to the last 12 months—cross-department and cross-
discuss issues and resolve issues. Some have a natural region—where the fora that he has talked about have
focus within DTI, for example, and the area of policy been able to resolve a particular problem, in either
on innovation and science and the sponsorship of the defining policy or implementing policy?
RDAs are both functions within DTI, and we (Mr Bunn) Maybe I can point not to one where we
obviously seek to discuss those within the not have yet fully formed the solution but one which
Department. There are also fora that bring together is currently topical, which is the issue about the
other government departments with an interest in Higher Education Innovation Fund, where there are
funding the RDAs, and they meet together. The some statements of principle that have been made by
RDAs themselves have a number of fora in which the Government about increasing the role of the
they meet ministers. For example, the RDA RDAs in the implementation of the Higher
chairmen meet ministers approximately every six Education Innovation Fund in the future. We have
weeks. The picture I paint is of quite a complicated fora that exist that bring together the diVerent
network of diVerent fora in which we seek to ensure departmental interests in that, and it will
that there is proper discussion and proper resolution subsequently come out in a consultation document,
on policy matters. If I move on to your second and there will obviously be discussions with the
question about national versus regional, and where RDAs—and we have had some very early
responsibility for policy making and policy discussions with the RDAs—about some of the
implementation sit, I think I should preface my modalities on that. That is one quite topical example.
answer by saying that it is quite a pragmatic picture,
and one that owes some of its nature to history. The
RDAs are relatively recent creations. Some of the

Lord Oxburghinterventions in this area obviously pre-date their
creation. But I think I can sketch out some general 4. Following on from what you have said, given
principles as to how we would see the split. For that the recent Higher Education White Paper had
national policies, national interventions, we would significant elements in it associated with local
be looking particularly to those things that agendas and innovation, I take it that those parts
represented a national market failure, where the were produced by a joint working party between
nature of that market failure and the extent of that your Department and the DfES.
market failure is probably pretty common across the (Mr Bunn) There were a lot of discussions between
regions that we are dealing with. Conversely, for the two departments in the preparation of the White

Paper. My two colleagues were closely associated
with it, and may wish to add to that.1 The Future of Higher Education, Cm 5735, January 2003.
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(Mr Haroon) I would add that a cross- much on their views and inputs into the policy
process. So you would have those almost task-departmental interest paper would always be signed

oV by each of the departments with an interest before oriented engagements with the RDAs supplementing
these more general fora, some at ministerial level,it is finalised as a normal part of policy development.
some at the oYcial level. There is a very wide picture
of contacts.

Lord Thomas of Macclesfield 7. The DTI, to my knowledge, and to the Sub-
Committee’s knowledge, has not seconded or5. How is the extensive knowledge base in
transferred any of its scientific staV or clusterWhitehall on the economy, business, innovation and
specialists to any RDA. Why not?education, made available to the RDAs, and what

(Mr Bunn) I have to say I was not aware of thatmechanisms are in place to ensure that RDAs are
fact. Certainly there have been discussions aboutproperly informed about significant scientific
secondments and indeed, there is one actually in thedevelopments in developing their economic
reverse direction that is being discussed at thestrategies?
moment, in terms of someone coming to work on the(MrBunn) There is some fairly high-level guidance
Innovation Review. But we have certainlythat is given to the RDAs in the context, for example,
encouraged the two-way flow of staV. I take note ofof the preparation of their regional economic
the point made about no secondment out to thestrategies which points them at various aspects of
RDAs in that area. Of course, the expertise in DTI onguidance and knowledge that are available and key
clusters is itself a small number of people, and Idocuments that they should take account of in the
suspect that is one of the practice constraints on thepreparation of the economic strategies. But I think
process.that any guidance and any papers are very much

supplemented by contact with the RDAs at a
practical level around the sorts of issues that you

Chairmandescribe. For example, we have a regional innovation
liaison group which brings together the innovation 8. Would you like to write to us further on that?
managers in the RDAs with representatives of DTI (Mr Bunn) I would be very happy to look further
and Government OYces and we very often use into that point.
presentations about specific issues or quite open
discussions about a topic in order to ensure that both
sides are informed about the activities and relevant

Lord Oxburghknowledge that is available. We have also taken
opportunities on things like clusters policies, where 9. Can I pursue the relationship between the
there has been a lot of interest and knowledge in departments at the local educational level? I think I
Whitehall and knowledge more widely about need to be helped a little. The Modern
clusters. RDAs have been very active in this area, and Apprenticeships Scheme is a DTI-operated scheme,
we commissioned some work in looking at the is it, or is this eVectively entirely DfES?
success factors behind cluster policy which can then (Mr Haroon) It is DfES-led.
form the basis of some common knowledge base in 10. The Learning and Skills Councils are DfES?what are likely to be successful policies in that area. (Mr Haroon) Yes. The lead sponsor DepartmentSo it is quite a pragmatic approach, but it is about for the Learning and Skills Council is the DfES.networks and it is about sharing information very
openly in a two-way direction. 11. So Modern Apprenticeships come under those.

How does DTI fit in with the Modern(Mr Haroon) The only thing I would add to that is
Apprenticeships Scheme? Clearly, it is concernedthat, of course, aside from DTI having the
with the supply of skilled manpower in a variety ofresponsibility for RDAs, each of the individual
areas to businesses of interest to DTI.departments which have an interest in the RDAs and

provide funds to them have bilateral links as well. (Mr Haroon) This is slightly outside my remit, but
I think what I will do is perhaps refer back to theThere is an RDA Directors of Education and Skills

Group which meets on a regular basis, of which we general arrangements that are in place in terms of
sharing what is going on between diVerentare also members, and that is where we actively share

information about policy developments and departments. So, for example, when there is a
discussion taking place on a range of issues, includingknowledge and good practice based on experience in

the regions. Modern Apprenticeships, between RDA chairs, our
Minister from DfES is also present at that meeting,6. What does Whitehall do to ensure that the as are DTI ministers, and inevitably there is ongoingknowledge of RDAs, operating on the ground, feeds contact between oYcials. I am not sure that I can addinto future policy directions and new national anything more than that at this point, but I would beinitiatives? happy to provide further information.(Mr Bunn) As I was indicating in my previous

12. It would be good to have more information onanswer, we see this as very much a two-way process.
how those two agendas fit together.These fora that exist are very much for sharing

information. I should also point out that where there (Mr Bunn) Could I add that there has been very
extensive working between DfES and DTI on theis a specific new policy area emerging, we may

specifically engage the RDAs in seeking their views. skills agenda at every level, from Secretaries of State
down to oYcials. There was quite a recent meeting ofOne that has been relevant recently is the Energy

White Paper, where the RDAs were engaged very Permanent Secretaries plus the boards of the two



8 minutes of evidence taken before the

Mr Peter Bunn, Mrs Beccy Eggleton,25 February 2003] [ContinuedDr Chris Henshall and Mr Mohammad Haroon

Lord Oxburgh contd.]

departments discussing a whole range of topics. It is would not see themselves as bound by views of
government policy, as Government OYces would be.one where I think there has been a very close and

strongly growing engagement between the
16. To what extent does science, engineering anddepartments in recent months.

technology feature in guidance to RDAs for the
13. The reason for asking is that one of the two development of their plans? How will the eVects of

main inhibitors of innovation and initiatives is SET be measured in terms of both business
obviously finance, which comes up all the time, but prosperity and the science base? How far do current
the other is shortage of skilled labour. performance indicators facilitate or hinder the

(Mr Bunn) I entirely agree with that point. The potential of SET in the delivery of the regional
DTI has been particularly engaged with the DfES economic strategies?
colleagues about the issue of the demand side for (Mr Bunn) Perhaps I could start by saying a little
skills, because we are conscious that stimulating the bit about the word “guidance”. I think the
demand side and then getting that connection Government has quite deliberately sought to give
between the demand and the supply is absolutely quite a lot of freedom to the RDAs, so we established
critical. There has been a lot of discussion on that some high-level statutory guidance when the RDAs
issue. were established, which relates to the drawing up of

the regional economic strategies, and this has been
supplemented by some guidance setting out in very

Lord Turnberg broad terms the sort of issues that RDAs should have
regard to. That is very much about stressing the14. This is about clusters. There is some confusion,
outcomes that we are looking for rather than theat least in my mind, about what diVerent people
methods of reaching those outcomes. We do have,mean by clusters. They seem to mean diVerent things
for example, in the performance managementto diVerent people that we speak to. How do you
frameworks for RDAs what is called a level 2 targetdefine clusters and what they are for?
on innovation, and that is clearly directing the RDAs(MrBunn) I too recognise that there has been quite
at the output that we are looking for in terms ofa lot of perhaps slightly loose-definition discussion of
increased innovation and performance in theirclusters. Essentially, clusters are some degree of
regions, but we generally seek not to give very specificgeographical concentration of businesses, but more
prescription as to how they should achieve that, andthan just a concentration, in that there are actually
that is very much the philosophy followed throughclearer interactions and synergies between the
things like the single pot. The methodology ofbusinesses that form a cluster, a really dynamic
reaching those outcomes is very much for the RDAs.cluster. It is not just that they are co-located in one

place; there is a range of softer interactions between 17. The success and prosperity of SET-dependentthose businesses which drive the dynamics of the companies and SET-dependent industries will be keycluster. In DTI we have obviously been quite economic drivers. How is the longer term impact ofinfluenced by the work of Professor Porter on the RDAs’ work with such companies and industriesclusters, but I think we have actually moved on monitored against baseline measures?beyond too much concern about definitional points (Mr Bunn) We obviously plan to carry out a long-and we have encouraged a more practical approach term evaluation of the eVectiveness of RDAto what can actually be done to benefit the businesses programmes, but it is really too early at this stage toin a cluster rather than necessarily being too talk about that. We have had the single pot, after all,concerned about the definition of the cluster itself. so far for less than one year. However, there is quiteThat is the focus of the work that we have done with a lot of active monitoring quarter by quarter of theEcotech, which I mentioned earlier. This is very RDAs’ performance against their target regime,much about what are the practical things that drive particularly the so-called level 3 output targets. Sothe success of clusters’ policies. As I say, there is not there is monitoring which is already in place. Thea very distinctive DTI definition of a cluster. evaluation I think is necessarily something which is
longer term, although it is fair to point out, my Lord
Chairman, we have actually done some evaluation ofLord Wade of Chorlton
one of the precursors of the single pot, the Regional

15. May I ask a supplementary? From the Innovation Fund, because we thought there were
Government’s point of view and from Whitehall’s some useful lessons that might be drawn from the
point of view—and, if you like, from your personal early experience of the Regional Innovation Fund
point of view—do you see the RDAs as advocates of which could help to inform policy on the single pot.
regional policy to Government, or advocates of

18. There have been other attempts at regionalGovernment policy to the regions?
development and regional activities to try and boost(MrBunn) I think I would see the RDAs very much
the economy of one region as against anotherin the former category. The role of advocating
throughout the world. Do you have any reference ingovernment policy in the regions is something that
your mind as to what ought to be the result of certainwe would look to the Government OYces more to do
activities to establish things? Do you have anbecause they are, quite clearly, part of the
objective in mind as to what a particular region mayorganisation of central government and we see them
grow, might even be possible to grow by takingas quite clearly reflecting the views of central
particular action in that region?government. The RDAs are quite clearly owned by

(Mr Bunn) The fundamental measure we have oftheir regions, if you like; they are reflecting the needs
and the aspirations of their regions. I am sure they the success of regional policy is that in the PSA
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target, which is a shared PSA target between DTI, pin down. We already have some indications of
RDAs’ performance in terms of their success inODPM and the Treasury, which is about per capita

GDP in the regions, it is about increasing the interacting with and engaging the science base, and
we could, for example, look to the next round ofperformance of all regions, but also about closing the

gap in economic growth rates between the weaker HEIF funding, where we are going to be asking the
RDAs to play a greater role. We could look at theand the stronger regions. I would see the PSA target

as the key measure of the success of regional policy. outcome of that role to see how RDAs have
succeeded and how some have done better thanIt is one that is necessarily quite a long-term target,

although it does have associated with it a third others in brokering engagement between the science
base and the local economy and its needs. So I thinkelement, which is about identifying the key measures

to achieve those improvements in economic there are a number of ways we can look at the
process, but I think to look at the outcomes in termsperformance, and that is something which is very

much a focus of the early parts of the delivery plan of prosperity is really rather a larger challenge.
for that PSA target.

Lord OxburghChairman

19. Do those performance targets include 23. Could I pursue a point raised a moment ago
monitoring of SET and RDAs’ promotion of SET? with Mr Bunn? Is it a reasonable inference from his

answer to Lord Freeman that in fact this investment(Mr Bunn) The RDAs have just the innovation
target at tier 2. A number of the RDAs have also in the RDAs was made without targets? With

objectives but without targets.adopted additional so-called tier 3 targets in the area
of innovation, but innovation outputs, very narrowly (Mr Bunn) No, my Lord Chairman, I do not think
counted, are not mandatory tier 3 target measures. that is a correct inference. The target regime for the
As I say, a number of RDAs have introduced single pot was established from the onset of the single
supplementary measures for themselves in that area. pot, and the specific levels of those targets to which

the RDAs have committed through their corporate
planning process was one of debate and negotiation.
We are just coming to the closing stages of the secondLord Freeman
iteration of the corporate plan process, in which we20. Could I pursue that specific point? Have you look at and press the RDAs on their proposals forgiven any thought to how you measure whether the targets for delivery.intervention of the RDAs will have brought about

any incremental change that would not have 24. But the ultimate target is the GDP. Presumably
happened without the RDAs? Have you established you have numbers for that, or are those negotiated
a baseline, whether it is by calendar year or by other as well?
macro-economic measures, that would allow you to (Mr Bunn) My Lord Chairman, we are dependent
measure how, for example, the particular measures on statistical information which, disaggregated to
of economic activity have moved over a number of regional level in the area of GDA, is not yet available
years, and then to identify what has been due to the for the baseline period of the PSA. We expect to have
intervention of the RDAs and what would have that within a couple of months or so. That is one of
happened naturally, for other reasons? the areas that we are committed to looking at.

(Mr Bunn) I think that is one of the questions in
25. You are committed to looking at it but you doterms of the long-term evaluation of the RDAs, and

not have the targets. Is that right?we have to give further thought to exactly how you
(Mr Bunn) We do not yet have the baseline for thedo establish that baseline case, because I agree that

PSA target. What we do have is that the target sayscause and eVect is always diYcult to establish in that
that every region should increase its economicsort of evaluation.
growth rate, and also that there should be a closing of

21. Is there a timescale for you thinking about this? the gap in those economic growth rates between the
Are we talking about over the next year or two years, weaker and stronger regions. That is the target.
or would you welcome the views of the Committee
on this? 26. But you do not want the more successful to do

(Mr Bunn) We would certainly welcome the views less well to allow the others to come up.
of the Committee. The evaluation plan for the RDAs (Mr Bunn) That is absolutely right. Part one of the
is something that we would certainly be looking to target is still there, so every region has to do better,
address in a matter of probably less than a year in but the weaker regions have to improve more
terms of the broad methodology of that evaluation. quickly.

27. Will these targets be published?
(Mr Bunn) The PSA target is already in theChairman

public domain.
22. Dr Henshall, have you any views as to the

28. Region by region?science base helping to support the RDAs?
(MrBunn) Region by region, those statistics will be(Dr Henshall) I think we could quite easily develop

available from the ONS. As I say, we are expectingsome process measures but I think the outcome
them in the next couple of months, the baseline datameasures, which of course is what we are all

ultimately interested in, are much more diYcult to up to 2001.
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promising statistics which are now emerging fromLord Methuen
many universities on patent filings and granting and

29. To what extent and how do you compare the spin-out companies, and that would, I think, be our
Regional Development Agencies against the development path, as it were, from the basic science
equivalent European regions? to the economic benefit.

(Mr Bunn) There has only been limited
comparison so far of the impact of the RDAs against
other institutional counterparts in other countries. Lord Oxburgh
Such international comparisons are never

32. Could I say to Dr Henshall that counting spin-straightforward because of the diVerent environment
out companies is one thing, but it is almost no eVortwithin which they are taking place, but certainly,
to spin out a company. It is much more diYcult towithin the PSA delivery plan we have, one of the
keep it alive for a period of time. Do you in fact trackwork streams is looking at the issue of international
these, and do you collect information on how manycomparisons, and trying to understand which
of these are still going two years later and whencountries have been particularly successful in areas of
indeed they become profitable?regional policy and why.

(Dr Henshall) My Lord Chairman, we certainly
understand that issue and fully take it to heart. We
will be ensuring that the Higher Education BusinessBaroness Finlay of LlandaV
Interaction Survey does just that.

30. My question is directed to Mrs Eggleton and to
Dr Henshall. Given that we are talking of targets, but
they are not clearly defined, and you are trying to Chairman
drive up GDP in the regions, how do you plan to

33. Are they doing it now? You said you will bemeasure the true blue-sky innovation or the very
ensuring that is done, but are you doing it now?novel developments that may occur in one region,

(DrHenshall) Could I get back to you on that? I amwhich will be a long-term investment but will not in
afraid I do not have the detailed format of how theythe short term aVect the GDP within a region, but
define companies and whether it is just the new onesmay be viewed as something to bring in in the future,
or the continuing ones. I suspect it is done now, butas a very long-term development?
I would like to check my facts.(Dr Henshall) Perhaps I could try to answer that

from the point of view of the management of the
science base, which of course, though a national

Lord Oxburghasset, is located in the regions. The Higher Education
Funding Council for England conducts, as I am sure 34. To what extent do DfES and DTI give the
you are aware, the research assessment exercise, RDAs advice on the way in which they can promote
whose future is under consideration at the moment. interactions between academic researchers,
This is felt by many involved to be a pretty good university departments, on the one hand, and
indication of some of the more basic so-called “blue businesses on the other?
skies” work, and that does rate departments in (Dr Henshall) If I could refer to something my
individual institutions in that way. So I think we have colleague said earlier, we try to see the RDAs as
quite a good indication of which departments are innovators themselves and generators of ideas rather
doing the most creative work in science, and I think than recipients of Whitehall guidance. For example,
there are some other indicators which could be in the first round of HEIF we urged the RDAs to play
helpful here. For example, we do have, but I think a role, whatever role they felt appropriate, in their
only at a university level, not at Department level— environment with their higher education institutions
and my colleague may be able to help me—statistics and their business environment, to foster links, and
on business investment and business sponsorship of then advise us on which they thought were the most
university research work. Those two might be quite promising proposals coming forward. We tend to
a useful combination perhaps to get at the issue you approach this rather from the other way, which is we
have raised. see the RDAs as part of the innovative, creative

process, and we try to encourage them to think what31. I was thinking more of the translational issue,
is the best way of getting people together in theirbecause the original scientific work will be submitted
region, since they have the local knowledge, and thento the RAE and from that will be the papers, but then
share that practice with one another.there is the translation or the development phase, out

of which you will not get many papers, you may not 35. That takes us right on to the next question.
There is considerable experience in managing theseget any big hitter grants, but it is a long-term gain

potentially. interfaces. To what extent is the approach you
describe encouraging the RDAs to go about re-(Dr Henshall) There we look to some of the
inventing the wheel?information coming from the Higher Education

Business Interaction Surveys, which are looking at (Mr Bunn) Picking up from what Dr Henshall said
about the way in which we encourage the RDAs topatent application and spin-out companies, which I

accept are some way down the road, but perhaps be creative in this area, when one looks at what is
happening on HEIF, there will be a consultationquite a long way further up the road than the longer

term economic benefits which would come from the document, and we plan to have then a workshop with
the RDAs to talk about the issues, so that we canexploitation of those patents and development of

those companies. We would hope to be able to track both share experience and hopefully stimulate that
creativity. Those are the fora in which we seek tothis through from the basic research and the business

investment in those departments and universities, the ensure that there is not re-invention of the wheel but,
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on the other hand, that we do not unduly constrain because when we come to take evidence from those
how they go about it. three RDAs, it might be helpful?

36. All that is in the future tense.
(MrBunn) In terms of the workshop, that is indeed

Chairmanright but we have had one discussion in the Regional
Innovation Steering Group with the RDAs about 39. Would you be able to do that?
issues around HEIF, so if I gave the impression that (Mr Bunn) My Lord Chairman, I would be very
all the interaction is in the future tense, that would be happy to provide further details on the pilots.
misleading.

37. RDAs have been going for a reasonable length
Lord Turnbergof time. Why is this only being considered now? This

interaction with local business and academia was 40. My question is about how one recognises and
indeed one of the important objectives, if I encourages the process of knowledge transfer. There
remember rightly. is this tension between delivering leading-edge

(Mr Bunn) Indeed, my Lord Chairman, and, as I research and then the process of turning the
say, there have been a number of exchanges, knowledge derived from that into action. The
facilitated by a number of groups, not purely question really relates to how you can ensure that
government. The Russell Group of Universities that process of knowledge transfer is treated with
undertook a big initiative in holding a joint session respect by those who are developing the ideas and
with the RDAs to talk about some of these issues, how one can perhaps incorporate an esteem measure
precisely about best practice. In that case, I seem to into an existing assessment process like the RAE, or
remember a presentation actually from Scotland, whether there should be some separate esteem
from Scottish Enterprise, showing some of the things measure. How do you see that process being
that had happened already in the Scottish encouraged?
environment. I hope that indicates that there is very (Mr Haroon) I think third leg activities are wide-
much a willingness to share and learn in this area. ranging. They include delivery of relevant skills, as

well as the transfer of knowledge generally. We think
that it would be quite diYcult to capture in a single

Lord Freeman measure all of that. Indeed, if you tried, there may
actually be distortion in behaviour. The Government38. Could I ask specifically about the relationship
has announced substantial increases in money forbetween the RDAs and the Small Business Service,
knowledge transfer from HEIs in the 2002 Spendingand therefore SMEs, and in relation to the science
Review, and the DfES White Paper adds to this. Inbase, what that does for innovation? My two
the last round of knowledge transfer funding wequestions are, first of all, from your national
received approximately twice as many bids in termsperspective, what is the relationship, and is it
of the resource that was available. So we do not thinkworking without undue overlap and bureaucracy.
there is actually any lack of enthusiasm amongst theSecondly, I am a little bit suspicious that one is
academic community for knowledge transfer.assuming that there can be too much variation region
However, the Government provides far less moneyby region in how RDAs encourage small businesses
for third leg activity than it does, for example, forto use the SET base for innovation and growth. Are
teaching resources for that good reason, so thewe not too small a national economy for there to be
assessment process clearly needs to be appropriateacceptable variations at a regional level? Is not a
for the sums that are actually involved. Because ofmore national formula more appropriate?
the diversity and the size of the sums that are(Mr Bunn) Of course, the business link operators involved, we have used competition to distributethemselves, the delivery end of the SBS, are operating Higher Education Innovation funds, picking out thewithin a national framework, and one that very much best quality proposals, and we still believe there isstresses, as one of the key themes of the SBS’s scope for more institutions to be involved. So whilststrategy, building capacity for SME growth, progress has been made on measuring knowledgeparticularly using innovation and knowledge transfer across the HE sector, we have concludedtransfer. So there is a degree of national framework that, as the picture is emerging at the moment, therein terms of the business link operators and what they is insuYcient clarity to have funding on a formulado. There has already been quite a lot of close basis. We believe there is a need to measure where allworking between the RDAs and the SBS in the this is taking us, and I think the Higher Educationregions. The SBS regional directors are generally Business Interaction Survey gives us some of thatnow co-located with the RDAs to facilitate that sort information. As I said earlier, no one measure isof exchange of ideas and knowledge, but this is an going to give the full picture, but the survey showsarea where the policy is still evolving. There are to be how the sector as a whole is performing, and in timesome pilots in terms of closer interaction between the it might make sense to actually show thebusiness links, and the RDAs in the North West, East performance of individual institutions on theseMidlands and West Midlands will be the three pilots measures. A study of the work on measuring thefor even closer working, as I say, between the SBS in third stream activity commissioned by the Russellthe regions and RDAs. Group of Universities also argues comprehensively

Lord Freeman: My Lord Chairman, could Mr for the avoidance of any simplistic and quick fixes
Bunn supply the Committee with some further and, as was mentioned earlier on, the review that has

been carried out by Sir Gareth Roberts and the RAEdetails as to what these pilots might look like,
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will be looking at the border between research and companies, then people will get very good at spinning
out companies that go nowhere. So we have beenknowledge transfer, and the new system actually

covers some of this territory. trying to develop a basket of measures to measure the
success of the universities’ push, and then we are41. Your last comments resonate with me very looking within the DTI’s review of innovation at howmuch. No-one is after a simplistic formula in this we could better measure how well business actuallyfield. I am aware that, in the medical research field, takes this up and changes its behaviour in response,much more credence and much more weight seems to but at the moment we have the Communitybe given to basic research rather than to applied Innovation Survey, which is an attempt to get at thatresearch, and at the end where it is delivered into across the community. If I may add one other pointpatient care. It is that knowledge transfer end which on this, the Government would very much endorseseems to be neglected in the RAE. If Sir Gareth the issue of esteem, with the diversity of mission,Roberts2—and I know he is—is interested in this, will which is referred to in the White Paper. I think it isyou be giving him any encouragement in this area in very important that a way is found to recognise theview of your interest in this whole process of success of the universities in the diVerent areas inknowledge transfer? which they play. Our slight concern here is how you(Mr Haroon) Sir Gareth is already very active in develop a measure of success that is accurate enoughthis area and I am not sure he needs any further and valid enough to be used locally as opposed toencouragement from us. nationally, and then is not turned into an allocation
metric that produces perverse incentives. There is
quite a diYcult path to tread here to arrive at where

Lord Oxburgh we would like to get, which is a way of measuring and
recognising the universities’ success in this area,42. You talk about the supplier side, the university
separate from their success in the area of research. Ifside, the DTI side and seeing what it can do. How
I may just add one more point, in the cross-cuttingdoes the beneficiary come into this? How do you look
review of science and research, we pointed to anotherat the people who are going to use this, and whether
slightly diVerent area where a number of universitiesthis is indeed of any value, whether indeed they want
told us that they found it very diYcult that the onlythis, whether this activity is in fact worthwhile? Do
measure available to anybody interested in anyyou talk to the people to whom the knowledge is
aspect of research in a university is the RAE. Abeing transferred?
number of universities that do a lot of very applied(Mr Haroon) Yes. There is ongoing dialogue with
research, entirely funded for business, said theybusiness, and of course, the whole thinking behind
found this unhelpful, because businesses tended to gosetting up the Regional Development Agencies was
to high scorers in the RAE when actually they mightthat they would bring forward business interests, and
get something closer to what they wanted from otherthey have quite a large role in that.
universities that were more attuned to the needs of

43. They are going to be involved in your diVerent kinds of businesses. One of the
assessment, are they? recommendations from the cross-cutting review of

(Mr Haroon) Which assessment? science and research was that HEFCE should work
with the university system to think about developing44. The businesses which are benefiting are going
an indicator of how well universities do contractto be involved in your assessment, are they? There
research for business, so that there could again be anhave to be two sides to knowledge transfer. You have
indicator that would allow universities to getthe HEIs who are providing it and the local
recognition and esteem for what they arebusinesses and so on, who are receiving it. This is an
concentrating on and doing well.interesting activity, but the question is, like all of

these things, we have to find out whether it does any
good and whether the people who are receiving the
information actually want it in the first place—or Lord Methuen
having wanted it, are satisfied with it.

45. I understand from my lay point of view that the(Dr Henshall) Our approach here is to look both at
Research Councils tend to fund projects forhow successfully universities are pushing but also at
something of the order of two to three years, maybehow successfully businesses are pulling. At the
some a bit longer. How do you ensure that thismoment we are not planning to go down the direct
research is then carried forward usefully into the nextsurvey of businesses end, in that I think there may be
phase of development, into an actual project ora disjunction between how satisfied businesses say
something more useful? Do you believe there is athey are with something and whether they are
hole here?actually using it or changing their behaviour. What

(Dr Henshall) There has been a belief quite widelywe are trying to do is develop a basket of measures,
for some time in the past that there was a hole there.and I think we have those proposed for our PSA
We have addressed that in a number of ways, perhapstarget in this area, and I could happily write with
most importantly for this question by making it cleardetails of that rather than spend time now. There is a
that the remit of the research councils now includes—basket of measures to try and avoid the perverse
and it is incorporated in their charters—aincentive danger that if you just measure spin-out
responsibility for knowledge transfer and
exploitation of the research they fund, both directly2 Chairman of a review of the Research Assessment Exercise—
by them in their own institutes—and we haveand see the record of the Sub-Committee’s meeting with him

on 13 March 2003 (page 000). separate funding arrangements to promote
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knowledge transfer and exploitation from the embedding knowledge transfer into their core
activities. They also, of course, get the most incomeresearch councils’ own institute, called the Public

Sector Research Establishment Fund—but also that from knowledge transfer and have the most potential
to generate income as well. So while the Governmentthe research councils take a very active interest when

making grants to universities to ensure that the needs to continue to provide encouragement and
support to research-intensive institutions, theuniversity is going to pick up the responsibilities for

ensuring that relevant knowledge is taken forward. emphasis is really on broadening knowledge transfer
and helping non-research intensive institutions toIn some of the more basic research obviously this

would be further downstream. This would apply build that expertise.
particularly to the more applied research of, for
example, the Engineering and Physical Science
Research Council, where something like 40 per cent Lord Turnberg
of their awards already have an industrial partner. So

49. You are suggesting that the research-intensivesome of the councils’ work is a long way in this
universities can look after themselves. Is that right?direction.

(Mr Haroon) I think the evidence is that they do
look after themselves.

(Dr Henshall) My Lord Chairman, theChairman
Government does not intend to reduce funding for

46. What is the value of that fund, and who the research-intensive universities, so I think they can
handles it? look after themselves as well as they have been with

(Dr Henshall) The Public Sector Research our existing funding.
Establishment Fund. It has a slightly unusual profile.
I could write in with the details of it. It had a two-year
burst, finishing last year, and it is going to have Lord Methuenanother £5 million in 2004–05 and £10 million in

50. We have discussed to some extent the subject2005–06. So it has come in one wave in the last
of skills earlier, but I think one of the most importantSpending Review and another wave to come in the
things is that we have to invest in education tonext Spending Review.
produce both craft skills, the apprenticeships which47. This is a knowledge transfer fund? we have mentioned, and better informed teachers,(Dr Henshall) Specifically for knowledge transfer more university staV, and of course, the engineersfrom public sector research establishments. This is in and scientists we need. To what extent do you thinkaddition to the Higher Education Innovation Fund. the RDAs’ strategies should address this and how

Lord Turnberg: I go back about the business of much is dependent on central government?
how you recognise a university or higher education (Mr Haroon) RDAs have a key role to play in
institution’s contribution to knowledge transfer. helping the Government to deliver. It is a vision of a

national culture of higher skills, including SET,From their point of view, funding is a very valuable
supported by an education and training systemway of being recognised. The RAE is the driver for
which is able to meet the needs and demands both offunding formula, and that is why the RAE may be a
employers and individuals. Each of the FRESAs,useful mechanism for encouragement, but that is a
frameworks for regional employment and skillsslightly diVerent point. The next question is about
actions, is an action plan which identifies andgetting the balance right between encouraging non-
develops the skills needs of the regional economy.research intensive universities in their knowledge
FRESAs are owned by the regional partnerstransfer and keeping the research-intensive
intentionally, and they set out to address the regionaluniversities highly active.
needs. So guidance has been limited because we were
keen to ensure that they reflected regional priorities.
Each of the regions has established a RegionalChairman Employment Skills Forum or similar partnership

48. This is the new White Paper. structure to oversee the production, implementation,
(Mr Haroon) Of course, the Government monitoring and up-dating of the FRESA plans, fora

recognises the importance of getting the balance comprising representatives from across the region,
right. Investing in Innovation3 sets out the aims of the drawing on both demand and supply side, and of
Higher Education Innovation Fund, the aim being to course, including FE, HE and employer and trade
build on success which has been demonstrated so far union representatives.
but to broaden the reach of those activities through

51. We have had details of two such schemes. Onesupport for less research-intensive institutions.
which impressed me was the Scottish EnterpriseResearch-intensive universities have a very
Fellowship4 system, in conjunction with both theimportant role in knowledge transfer, and the
universities and the Development Agency, forGovernment believes that it is important that they
encouraging that and giving grants to outstandingcontinue and embed that contribution. In general, I
people, and also the Bolton TIC,5 which I think is athink they are further along the track in terms of
very impressive idea. Would you care to comment
further on those?

3 Investing in Innovation: a strategy for science, engineering and
technology, Department of Trade and Industry, HM

4 See the memorandum on page 312.Treasury and Department for Education and Skills, July
2002. 5 See the memorandum on page 239.
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(Mr Haroon) I am afraid I do not know enough creativity in the science done on it by co-locating it
with the ISIS neutron source at the Rutherfordabout them to be able to comment on them, but I

would be happy to write in. Appleton Laboratory. That was a diYcult decision
for the people responsible and accountable for the
science budget, and one which took careful account

Lord Freeman of the interest in the North West, and indeed, those
interests in the North West then were addressed in a52. This is a question about process and what the
number of other ways, which recognised theirmechanisms are to reconcile legitimate regional
importance.ambitions and national priorities. I can give you a

specific example in the biotechnology field, where, 55. I am not sure, with great respect, that you have
for example, in the North West, the RDA, following answered my question about who arbitrates. I think
some innovation that Manchester University wishes you are saying it is a typical English fudge in the end.
to devote resources to developing within the region, (Dr Henshall) It is probably an issue of
some new patents, and encouraging spin-oV accountability. Those responsible for the science
companies, and exactly the same has happened in the base funding have ultimately to be able to say that
North East. National priorities might require critical they have made the best decision for the excellence of
mass to be established somewhere. How do you go the science base and its exploitation. Those in the
about doing this? regions have to be able to say that they have used

(Dr Henshall) This is indeed an interesting issue. their regional monies to the best advantage of the
The way we see it is that the research councils and the economy and the community in the region. I do not
Higher Education Funding Council are responsible think there is an arbitration; I think they each have
for the national science base, and they are excellence- separate goals, which, if possible, they try to link
led. Their criterion is scientific excellence, because if together.
the work is not of the highest quality it is not going
to help us. The RDAs’ initial interest has been
understanding the strengths in their region,

Lord Oxburghunderstanding the needs in their region, and linking
these two things together. Of course, as they have 56. I am afraid I agree with Lord Freeman that
done that, they have come to see opportunities that that is not quite the answer. I think, for example, of
their region could benefit from if the science base in a particular Japanese company a number of years
a particular area were stronger, hence a dialogue has ago that was likely to make a substantial inward
begun to develop between the RDAs and those investment into this country, where one saw Scotland
people who are responsible for funding and and Wales head to head in what was not very
developing the science base. So I think the short constructive bidding against each other. Wales ended
answer to the question is the mechanism is one of up getting it, but probably had to put considerably
dialogue between, in particular, developing over the more money into this initiative than otherwise would
last year, the regional development agencies and the have had to do. If one goes back to Lord Freeman’s
research councils, and I think what is being sought in point, if you have two RDAs, each of which wants
that dialogue is a synergy between the two goals and the biotech or the micro-electronics centre for the
the two roles, so that, for example, a regional country, and both go head to head, both are
development agency might be prepared to invest determined to do this, when clearly a broader view
money in a scientific development in a university or indicates that this country can only hold one, does
elsewhere which might then make that a more someone not have to step in? It is public money, even
attractive investment for the science base, which if it though it is being disbursed through RDAs.
had to pay the full cost, that might not have been a (Dr Henshall) I think in that case there would
top priority for the money, or it might be that a clearly need to be a discussion between RDAs to see
region is wishing to have something located in that where sense would prevail, but I think there may be
region for a particular strategic purpose, and that many areas where the country could very healthily
would influence the science base decision as to where have more than one centre of expertise.
a particular investment might go, again, with the

57. I am talking about those where there is one.leverage eVect of the RDA money and persuasive
(Dr Henshall) With respect, I think part of the lifepowers. So I think the mechanism is one of dialogue,

blood of science is competition and rivalry, and fromfrom two partners recognising that they have
a science base point of view, there may well becomplementary missions which can often come
arguments for saying that it would be very unusualtogether.
that there would be one particular region that would

53. Who arbitrates? have all our expertise in a particular topic from the
(Dr Henshall) I do not think there have been cases science point of view.

where arbitration has been necessary yet, my Lord
Chairman.

54. What about Diamond? Lord Thomas of Macclesfield
(Dr Henshall) There was a clear view in the science

community that we would not get best value for 58. Is it not a fact, or would you agree that it is the
private sector that is the arbiter, because in allmoney from a new Diamond synchrotron by placing

it apart from the other facilities which those scientific cases—Project Diamond being one—it is the money
that comes from the private sector or the charitycommunities would wish to use and benefit from, and

that we would get better use of the facility and better sector that actually makes the ultimate decision?
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That was true in the case of Diamond. When you are examples. They are all interested certainly in
attracting inward investment, but I think there is aoVered £2 billion, it is amazingly convincing.
much stronger focus now on stimulating indigenous(Dr Henshall) Where there are joint ventures,
growth in their regions. So I think the RDAs are veryclearly there are joint interests, and they have to be
conscious of that point now.addressed, but in the case of Diamond, I do believe—

and it is on the record—that the key issue was the 62. I am just wondering if there is a central co-
view of the scientific community, which may have ordination of the pooled intelligence, the retained
been expressed in diVerent ways by the partners knowledge from these experiences.
involved, but the issue was where we were going to (Mr Bunn) In the case of inward investment, my
get the best return for the science investment. Lord Chairman, Invest UK would be that particular

Lord Thomas of Macclesfield: In that case, the point of knowledge about incentives and experience
in terms of attracting inward investment.charity involved that contributed most of the money

actually had vested interests in the sites being located
where they have now been located.

Baroness Finlay of LlandaV

63. Given that part of the RDAs’ brief touches on
Lord Turnberg the quality of people’s lives, where science

engineering technology can be a critical factor, such59. The question would arise where there may be
as in sustainable communities, economic inclusion,four or five Regional Development Agencies that say
environmental improvement and so on, what“We all want to do this” and really the country can
importance is attached to this and how is it beingonly fund or support two. Where is the decision
evaluated?taken? Where is the judgment made?

(MrBunn) My Lord Chairman, I think the transfer(Mr Bunn) This depends on what the nature of the
of responsibility for the RDAs to the DTI was aspecific beast is and who the funding is coming from.
deliberate one which underlined the key role that wasIn the case of where there is a substantial RDA
seen in terms of the RDAs’ strategic role as being onecontribution to any project, the delegation limits
of economic development. However, there was still awould actually mean that the RDA would almost
very strong appreciation of the wider role that thecertainly need central government approval for the
RDAs played in terms of sustainable development inspecific investment, and therefore that would bring
the broadest sense of that, and it has certainly beensome of these tensions into the open in the Whitehall
an area where, for example, through the mechanismmachinery. So that mechanism does exist. What I
of ministers meeting the chairs, they have been verythink we are saying is that we have not seen it tested
active in enquiring of the RDAs about activities andin quite the way that your Lordships are speculating
progress in this area. So the whole area of taking it asas yet.
wide as economic inclusion and the whole prosperity-
for-all agenda is certainly one that RDAs have been
encouraged very strongly by ministers to pay a lot ofLord Oxburgh
attention to, and in all regions they do.60. It is not just speculation! What is the

delegation limit?
(Mr Bunn) It is £5 million. £5 million goes to a Chairman

Committee, and then there is an additional limit
64. Thank you very much. Can I go on to askwhich requires specific Treasury approval, which I

about how the RDAs learn lessons from the waythink is £20 million. I might need to double-check
these questions are tackled in other parts of thethat.
United Kingdom, or indeed in other countries? Is

Lord Freeman: That is food for thought, my Lord there a strategy for RDAs to learn from what
Chairman. I am sure we will return to this issue. happens and what are the successes in other parts of

the UK, or other countries in Europe or anywhere
else?

Baroness Finlay of LlandaV (MrBunn) My Lord Chairman, there are a number
61. What happens when something does come into of mechanisms by which those sorts of lessons can be

an area but it fails? I have a specific example in mind, learned. There is a project called the UK regional
coming from Wales, with an industry that came in innovation network bringing together innovation
and failed fairly dramatically and pulled out, and managers from the RDAs together with the Scottish
that is when there has been competition, huge and Welsh Development Agencies and the Northern
investment of public money which has gone into an Ireland Agency. That very much is about exchanging
industry, and it then pulls out. Where are the lessons knowledge and best practice in this area. There is a
learned from those experiences being pooled and co- European initiative about networking innovating
ordinated and looked at to try and avoid the same regions in Europe, which again allows them to
pitfalls again? exchange experience and look at case studies of

successful innovations. Less formally, there are(Mr Bunn) My Lord Chairman, I think I recognise
the example being pointed to. Certainly I think all the things like the fact that from time to time the relevant

personnel in the RDAs will undertake studies to lookRDAs are very conscious of some of the issues
around large-scale inward investment projects, and at experiences in some other countries. I am

conscious of one that took place quite recently, inare very conscious of some of the issues that have
arisen in their devolved administrations from those which RDA enterprise directors were looking at
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lessons from a wide range of both European and non- project. All RDAs are very conscious of this need to
gear up their activity through maximum leverageEuropean countries.
from other contributions.Chairman: Do any of my colleagues want to come

back with any supplementaries?

Lord Wade of Chorlton

68. My Lord Chairman, may I ask a follow-onLord Thomas of Macclesfield
from this? Right from the very beginning of the

65. Going back to the question of measurement, establishment of the RDAs, this is the issue that
seven of the nine English regions have been in decline worried me most. To raise the GDP of our regions to
in relation to the other two regions since the Second levels comparable to the best—not just the best in the
World War. In the last five years the gap has UK, but the best in Europe—you are going to have
increased. What golden egg is the DTI going to to see some phenomenal levels of growth in some of
deliver for the RDAs that will allow them to reverse our regions. I am talking about two to three or even
that process, or are we now talking about like the four per cent greater than the average GDP growth
league tables, for instance, on schools—it all depends in the country as a whole. How can you possibly
on your starting point? do that without enormous improvements in

(Mr Bunn) My Lord Chairman, I think this comes infrastructure, road building, house building, factory
back to some of the things I said earlier about the building, which are nothing to do with the RDAs but
PSA target which is the central objective for regional entirely relating to government policy? If
policy. The point is well made about the long- Government policy does not actually allow and
standing nature of these discrepancies in encourage these massive changes in the
performance. The delivery plan for the PSA target is infrastructure of the regions, it cannot possibly
quite open that we do not have, as yet, that magic happen. What is Government’s reaction to that?
bullet or that single answer. What we are trying to do, (MrBunn) My Lord Chairman, the PSA target, we
through the PSA delivery plan, is to improve the recognise, is a very challenging target. We also
evidence base. This is very much the focus of the recognise that it will not be delivered by RDAs alone,
work in the first year of the delivery plan on the PSA nor indeed through the eVorts of the three owner
target, to understand precisely those levers which are departments ODPM, Treasury and DTI. That is why
most going to reverse the challenge that has been the delivery plan for the PSA involves dialogue with
pointed out. other departments whose policies will have a keen

impact on regional issues, notably those involved in
issues like infrastructure, like skills. That is a

Lord Methuen dialogue we have to have, and we recognise it is a part
of the delivery plan process.66. Can I go on from that, because we never

actually asked about leverage and funding? In the 69. So far those dialogues have not been very
UK, we have this long-term aversion to risk capital successful. You have to admit that in fact we have
and again the short-term outlook of the City on very, very serious issues relating to these economic
investment. What are you doing to encourage a developments in the regions in terms of sustainable
longer-term look at things and to encourage risk policy which works against it, policies of
capital and its investment and the gearings between environmental controls and issues which work
the RDAs? against it. Somebody has to make a decision as to

(Mr Bunn) The RDAs themselves have very what are the priorities, and so far I do not see
significant resources now available to them, broadly Government grasping that nettle at all. However, I
building from £1.5 billion in the current financial do not want to argue any more. I shall leave it there.
year up to £2 billion by the end of the 2002 (Mr Bunn) My Lord Chairman, I take the point.
spending period.

Lord Methuen
Lord Thomas of Macclesfield 70. Perhaps I may ask one last question on

intellectual property rights. There is a vast67. Although very little of it going into science.
That is their total budget which covers a whole range discrepancy in the way these are applied by the

universities. Do the Departments have any views onof things.
whether there should be more consistency there?(Mr Bunn) My Lord Chairman, that is absolutely
Again, we have problems in that we have universitiesright. That is the total pool of money that is
which are sharing projects, who can get quite jealousincreasingly available because of the decline of some
about IPR and the problems of sharing. This isof the earlier inherited programmes, increasingly
another area which has been raised in our visits thatavailable for new activities in areas like science and
we have had so far, things which do not encourageinnovation. However, we do very strongly encourage
sharing and what have you.the RDAs generally to achieve leverage with their

spend and look to complementary sources of finance, (DrHenshall) My Lord Chairman, one of the areas
in which universities are encouraged to use theirbe they European, be they private sector. So we

certainly are very strongly encouraging the RDAs in HEIF funding is to develop expertise within the
universities on IPR matters. We have also, throughthat. I do not think it is practical to give a single

matrix of the sort of leverage we would be looking to; examples of networking which we have set up, tried
to encourage universities to agree on what bestI think that is bound to vary strongly from project to
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practice might be, but universities are at the end of today and for your helpful written evidence. There is
the day independent organisations, so we cannot quite a bit of homework for you in the further
instruct them about their IPR policy, but we can information you have kindly undertaken to
certainly encourage them that there will be great supply6—for which we shall be grateful. Thank you
benefits from them all converging on similar ones. very much indeed.

Chairman: It is now five o’clock and we must draw
6 See the immediately following supplementary memorandum.things to a close. I thank you very much for coming

Supplementary memorandum by the Department of Trade and Industry and the Department
for Education and Skills

This memorandum expands as requested on a number of points that arose during the meeting with the Sub-
Committee on 25 February 2003.

1. Secondment of DTI staff to the RDAs (Q 7 refers)

The DTI attaches considerable importance to initiating and facilitating secondments to and from the DTI
and external organisations. It is a highly valuable way of helping the DTI to understand the needs of the
business community and other stakeholders, and also does much to increase the quality of dialogue between
us at all levels. As well as longer term secondments, each member of the senior civil service must spend at least
one week a year working in an external organisation, which could be an RDA. This initiative has recently
been extended to other levels of staV but with slightly less frequent secondments.

There are currently no scientific or cluster specialists on secondment to RDAs. While this might seem
disappointing, it needs to be oVset against the relatively small number of scientific staV and specialists in the
DTI who would be in a position to be seconded to an RDA. For example, not all scientific staV are employed
by DTI but are on loan or secondment from other government departments and research councils.

In the reverse direction, we have recently agreed the secondment into DTI of a member of staV from the
East Midlands Regional Development Agency, who will be working on the Innovation Review.
We are currently considering how we might increase regional interchange at all levels. As a first step, we are
looking at the possibility of running a pilot project for people on the Accelerated Development Programme
(the DTI’s training programme for promising staV with the potential for rapid promotion) whereby we would
arrange exchanges with similar staV in RDAs.

2. Modern Apprenticeship Scheme—DTI and DfES (Q 11 refers)

Both Departments have a mutual interest in close working on Modern Apprenticeships (MAs). DTI need
to engage with DfES around terms and conditions of employment issues, whilst DfES need to gain DTI
support in selling MAs to business. MAs figured in the joint DfES/DTI White Paper Opportunity for All in
a World of Change (2001). Patricia Hewitt attended the event hosted by the Chancellor and Estelle Morris to
launch the new generation of MAs in 2001 at which the Government gave its response to the report of the
MA Advisory Committee. Ms Hewitt also referred to the importance of MAs in her evidence to the Trade
& Industry Select Committee investigation into manufacturing. There has also been collaboration over the
DTI’s sector skills initiatives, for example in engineering and Lord Sainsbury’s promotion of science.

More detailed work with DTI has been around the employment terms and conditions of MAs, for example
the National Minimum Wage, for which DTI have ultimate responsibility. DTI were also closely involved in
the implementation of the time oV for study or training legislation.
Examples of opportunities for closer working in the future would include doing more to help the Small
Business Service to “sell” MAs to SMEs. To facilitate this SBS are already represented on the MA framework
approvals group MANTRA. In addition, DTI and its agencies will be called upon, along with other
departments, to increase the number of MAs in the civil and wider public services in a joint Cabinet OYce/
DfES initiative.

3. HEBI Survey (Q 32 refers)

The first survey of Higher Education Business Interaction carried out in 2001 and covering the academic
year 1999–2000 attempted to capture information on the employment, turnover and equity value of spinouts
established by universities on a systematic basis. However, responses were incomplete and concerns were
raised about the burden associated with collecting this data.
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The second survey, covering the academic year 2000–01, has now been published. It represents a
modification of the first, and has captured data on a number of spin-oV companies still active that have
survived at least three years, and estimated turnover of all active firms. The second Survey was published on
7 March 2003.

4. RDA-led Business Support pilots (Q 38 refers)

The SR 2002 White Paper indicated that:

“SBS and RDAs would pilot and evaluate diVerent RDA-led approaches to achieving improved
coordination of business support services at the local level and ensuring that local Business Link
services promote Regional Economic Strategies. Examples of such approaches include piloting the
setting up of RDA business support boards to coordinate business support activities and piloting
regional management of Business Link services in one or two regions. The SBS will work closely
with pilot RDAs. These pilots should start by April 2003 and if possible earlier. In the light of the
evaluation of these approaches and the results of the SBS drive to improve the delivery of services
from Business Link Operators over the next year, the government will consider what further
changes in the organisation and management of Business Link Operators might be appropriate.”

Three RDAs (NWDA, Advantage West Midlands and EMDA) have submitted proposals that went
through a rigorous approval process involving an assessment panel. SBS is currently working with the three
RDAs to agree acceptable implementation plans. Northwest has also been selected by DfES to run an LSC/
RDA pilot looking at joint pooling of resource to improve the adult skills agenda.

While the three proposals tackle diVerent regional issues (NW looking at simplifying funding flows, AWM
rationalising the number of contracts BLOs have to deal with and EMDA bringing greater cohesion to sub-
regional business support partners) all three proposals include taking over the management of the Business
Link Operators in their regions. Northwest and EMDA propose that this happens in 2003–04 while AWM
intend that this happens from 2004–05.

The process will involve the 18 Business Link Operators included in the pilot regions having their current
Business Link Operator Agreements assigned to the relevant RDA. The SBS will have a separate Agreement
with each of the RDAs that will capture the added value that the management model will achieve. The CEO
of the SBS will still be accountable for the DTI grant and will require the same probity and propriety
assurances that apply to the rest of the network.

The pilots will be evaluated by ECOTEC Research and Consulting who were selected after competitive
tender. ECOTEC have been commissioned to develop the evaluation of the pilots in conjunction with the
RDAs. They have been tasked to:

— develop and implement a baseline;

— explore and develop appropriate comparison measures;

— develop individualised evaluation plans; and

— act as honest brokers between the diVerent stakeholders.

5. PSRE Fund Profile (Q46 refers)

The £10 million of funding available in the first round of the PSRE Fund was awarded in October 2001.
Projects, which were typically of three years duration, were underway by early 2002. A further £15 million
was allocated in the Spending Review 2002 for a Second Round of the PSRE Fund (£5 million in 2004–05
and £10 million in 2005–06). It is intended to run the Second Round PSRE Fund competition in 2003, and
to commence the drawing down of the funding in April 2004.

6. Scottish Fellowship System & Bolton TIC (Q 50 refers)

Scottish Fellowship System

The Scottish Enterprise/Royal Society of Edinburgh Enterprise Fellowships Programme7 is an interesting
example, which has clearly already had some impressive results. This is a useful example of a mechanism
which encourages and supports spin-oV companies through a diVerent angle—support for relatively junior
researchers and the provision of financial help, training, mentoring and introduction to relevant networks.
We will bring this example to the attention of the Regional Development Agencies.

7 See also the memorandum from Scottish Enterprise on page 312.
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Bolton Technical Innovation Centre (TIC)

The Bolton TIC8 is a very interesting example of how an RDA can bring together business and education
to try to improve the supply of skills. It is a project which the Government will continue to monitor closely.

7. RDA Delegation limits (Q 60 refers)

Under the “Single Pot” regime, all projects from the Regional Development Agencies (RDAs) above the
delegation level will come for review before the Central Project Review Group—an inter-Departmental group
of oYcials, chaired by Director, REG-R (RDAs Sponsorship Directorate of DTI). The delegation level is
currently £5 million (gross public sector funding). Any novel and contentious projects, and all projects over
£20 million (gross public sector funding) will also need to go to the Treasury for their approval.

The current delegation level (£5 million) for RDAs is under review by consultants and a decision is expected
in April 2003.

March 2003

8 See also the memorandum from Bolton TIC on page 239.
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Memorandum by the Regional Development Agencies

(Submission coordinated by the South East of England Development Agency)

1. The nine Regional Development Agencies welcome the opportunity to respond to the House of Lords
Science and Technology Sub-Committee Inquiry. The Regional Development Agencies Act 1998 gives the
RDAs five statutory objectives:

(i) To further economic development and regeneration.

(ii) To promote business eYciency, investment and competitiveness.

(iii) To promote employment.

(iv) To enhance the development and application of skills.

(v) To contribute to the achievement of sustainable development in the United Kingdom.

All RDAs recognise the importance of a strong science, engineering and technology (SET) base to
developing and maintaining a healthy, dynamic and sustainable economy through these statutory objectives.

All RDAs are driven by a Regional Economic Strategy (RES), derived in open and extensive consultation
with key partners who are also engaged in the delivery of the strategy. These stakeholders include major
industries and SMEs, universities and research organisations including national and international partners,
Sector Skills Councils, the NHS, the Small Business Service, regional HE consortia, Government OYces,
LSCs and professional enterprise support partners (venture capitalists, patent advisors, angels etc). RDAs
act as coordinators, catalysing change and in many cases champions, for the regional networks.

As part of the development of RDAs, it was agreed with government that there would be a single funding
line to be set against PSA targets. RDAs Tier 2 targets are Sustainable Economic Performance, Employment,
Skills, Productivity, Enterprise, Investment, Innovation, Regeneration, Urban, Rural, Physical
Development. All of these, and particularly the first seven, can have a direct impact on SET.

The five Tier 3 milestones are common to all RDAs and relate to employment opportunities, business
performance, learning opportunities, investment benefiting deprived areas and brownfield land. In their
diVerent ways these all have a direct link to SET.

2. Most RDAs developed a RES in 1998–99 (the LDA was formed a year later) and after three years this
is being or has been revised. The RES look forward for a 10 year period. The Regional Economic Strategies
of the RDAs focuses on encouraging both economic and social enterprise and innovation to produce:

— Competitive businesses, stimulating enterprise to support growth and innovation.

— Successful people, through promoting the necessary skills for prosperity in a socially inclusive
manner.

— Vibrant and diverse urban and rural communities.

— EVective infrastructure including housing, transport, land use and broadband.

— Sustainable development of communities and use of natural resources.

3. All RDA programmes are in line with the Regional Economic Strategy, and with regional sustainability
criteria. A regional approach allows a focus on the specific strengths and challenges of each region. In all
regions there are areas of deprivation, and RDAs aim to meet the challenge of social exclusion in these areas,
through methods of developing economic inclusion.

Regeneration and infrastructure inherited projects, initially accounted for the bulk of the expenditure
committed by the RDAs, and this is reflected in allocations varying from £14 per person to £80 per person
(Table 1). With the Single Pot there is more freedom for regional interpretation of the PSA targets.
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Table 1

OVERVIEW OF BUDGETS AND SET EXPENDITURE

SET-related
Population Budget expenditure

millions £ millions* £ millions (est.)

AWM 5.3 209 37
EEDA 5.5 82 9–10
EMDA 4.2 107 9
LDA 7.4 286 15
NWDA 7.0 283 39
ONE 2.6 208 60
SEEDA 7.8 109 8–10
SWRDA 4.8 100 10
YF 5.0 206 50
Total 49.6 1,590 237–240

* Total budgets may be higher. The above figures, taken from the government’s allocation letter, are on
the RDAUK website.

4. The RES demonstrate a developing recognition in the regions of the importance of a healthy Science,
Engineering and Technology (SET) base to underpin a healthy regional economy. The importance of the
HEIs to the regional economy and quality of life is matched by an increasing recognition by both HEFCE
and the universities of the importance of their regional role. The 2003 HE White Paper recognises the vital
role of the Higher Education Innovation Fund in developing regional economies, and a significant RDA role
for third leg funding is proposed. RDAs are also well placed to assist the development of Knowledge
Exchanges, progression to HE and Foundation Degrees.

5. All RDAs have developed (or are working towards) science strategies and regional science councils.
Where these have been formed they are already bearing fruit in providing advice at the highest level and
generating an increased sense of regional identity and greater collaboration between industry-HE, and inter-
university collaboration.

6. RDAs have eVective networks at several levels. The Chairs, Chief Executives, Enterprise Directors and
Learning and Skills Directors meet regularly and use these networks to respond to national SET policies and
initiatives influence and inform RDAs strategies. Each RDA takes the lead on specific areas, for example
EEDA currently leads with the DfES on Learning and Skills, while SEEDA leads with the DTI and the
research councils on science and innovation. The lead RDA coordinates the responses of the RDAs. The
networks have led to collaborative ventures on major initiatives (eg nanotechnology) and technology
corridors, which often extend across two or more RDAs.

The RDA DTI Innovation Liaison meeting includes colleagues from Scotland, Wales and Northern
Ireland development agencies. RINET (Regional Innovation Network) has enabled RDA Innovation
managers to exchange good practice. The network most recently visited Scottish Enterprise, to learn from
their experience of delivering innovation projects. Bilateral collaborations also take place eg recent meetings
and discussions with Scottish Enterprise have helped EEDA consider a number of developments on
innovation and enterprise.

7. The RDAs recognise that science and innovation agendas are foundational to the six pillars of
productivity—Science & Innovation, Investment, Best Practice, Skills and Education, Modern
Infrastructure, Market Framework (DTI)—RDAs incorporate policy responses and corresponding
initiatives to these key elements of productivity within their Regional Economic Strategies. The most
immediately apparent success in supporting SET is the strong focus on strengthening knowledge transfer and
building up business has led to notable success in stimulating and supporting business start-ups, through
creating pathways between the knowledge base and industry. This has been achieved in practically all
cases through:

— Identifying and supporting key sectors the regional economy.

— Networks through clusters and partnerships.

— Enterprise hubs and innovation centres (specialising in key sectors to generate critical mass and
associated with university departments) providing appropriate space, advice, mentoring and
support for business start-ups.

— Support for Centres of Excellence.

— Business links and SBS.

— Attracting inward investment.

— Venture finance.
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There is still much to be done, for example, one of the most challenging groups to engage with is SMEs.
While clusters and partnerships have been eVective in many cases, it is recognised that more work is needed
to develop best practice. Also RDAs have played a key role in breaking down HE-industry barriers, and are
confident that they can go further in promoting substantial culture change.

8. RDAs all have well developed learning and skills strategies. In 2002, all RDAs, working with key
partners in employment and skills, developed a Framework for Regional Employment Skills Action
(FRESA) as a strategy to develop a healthy labour market with balanced skills supply and demand. The
FRESA will assume a strong role in identifying priority SET skills deficiencies and shortages at a regional
level, through collective action. An increased perception of high level SET skills needs, in addition to ICT
and management skills, has been supplemented by programmes to develop:

— Entrepreneurial skills.

— Project management skills.

— Technician Skills.

9. Sustainability

The statutory objective to contribute to the achievement of sustainable development in the UK is common
to all RDAs. Sustainable development principles, integrating social, economic and environmental objectives
form an integral part of the RES and all RDA programmes are required to meet sustainability criteria as part
of the appraisal process.

The environmental economy and the environmental technology sector have been recognised as of immense
importance, and the RDAs will have a significant role to play in helping the government to meet the
environment challenges of a low carbon economy.

10. Inter-regional, European and International Dimensions

RDAs recognise the need for national science to compete at the highest international level. While some
clusters have a very strong regional focus and identity, many high technology initiatives cross regional
boundaries, and RDAs can facilitate the development of inter-regional networks. A current example is the
National Microsystems and Nanotechnology project, involving many RDAs (including Scottish Enterprise
and the Welsh DA) working with the DTI to produce a strategy for developing and coordinating centres of
excellence.
RDAs play a significant role in coordinating successful and substantial bids for EU funding. RDAs have
inward investment teams, and there is scope to use the overseas initiatives to promote recruitment of overseas
students, and encourage academic excellence in innovation and entrepreneurship through international
collaboration.

11. All RDAs operate a rigorous project appraisal process though programme committees, with major
projects requiring board approval. Board membership includes experienced industrialists, who appreciate the
importance of SET and many boards include significant numbers of scientists and engineers. Regional Science
and Industry Councils have very high level engagement through the membership of senior industrialists and
vice-chancellors.

12. Summary of key recommendations on best practice and issues

(i) In the four years since their establishment, the RDAs have made progress towards becoming eVective
drivers of regional economies and the science base. The importance of integrating science and
technology policy into the core strategic delivery vehicles used by the Agency is increasingly
recognised. The SET strategies especially are a vital strength since they are based on an in depth
assessment of science and technology drivers in the key industry clusters and on the judgement of
experts from both academic and industrial spheres. Alongside its partners, the RDAs have the
commitment and determination to succeed in building a competitive knowledge based economy.
Over the last four years, the RDAs have developed greater clarity of purpose and more focus on
priorities, and greater sharing of good practice through inter-RDA networks.

(ii) Partnership working. A holistic and inclusive approach describes much of RDA best practice. All
partners are involved and strategic developments such as the RES, and the FRESA. The main role
of the RDA is as a facilitator and an enabler to support other key stakeholders and particularly the
HEIs in achieving the RES.

(iii) A clearly defined role is emerging for RDA engagement, to complement national funding streams,
based on commercialisation and practical implementation. RDAs have demonstrated and shared
good practice with particular success in stimulating knowledge transfer, business development and
wealth creation.
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(iv) The role in coordinating and advising on third leg funding in the White Paper on HE is welcomed.

(v) A regional approach is suited to influencing skills development to increase productivity and promote
economic success and prosperity. At regional level there are diVerent sub-regional economies but
these are more manageable than at a national level, while there is a suYcient critical mass to be
eVective.

(vi) Support, encourage and enable the marketing and communication activities of research capabilities
within the region to increase the level of interaction with and research support given to the
private sector.

Further involvement of RDA with the SET agenda could result from consideration of the following points:

(vii) RDAs could have greater influence through earlier involvement in policy development within
Government. The RDAs have been invited to take a key role in the DTI’s Sainsbury Review of
Innovations.

(viii) Support for innovation, science and technology, and entrepreneurship requires a longer view than
one year, and can lead to positive outcomes not measured by current targets. Yearly targets can lead
to short term projects.

(ix) A simplification and rationalisation of access to funds and training is crucial, particularly for SMEs.

(x) RDAs can play a key role with HEIs to develop regional research strengths in SET through increased
collaboration to generate suYcient critical mass to form centres of international excellence. There
are some concerns that there should be more alignment between regional and national funding
sources on SET.

(xi) The RDAs have good regional and local knowledge of SET strengths and this resource should be
used when national SET initiatives are planned. It is in the interests of UK plc as a whole to strike the
optimum balance and level of coordination between regional, inter-regional and national initiatives.
Strategies need to be devised that enable all regions to benefit from public sector science and
wherever it is.

(xii) There are significant variations between regions in the distribution between public and private
sector investment. Strategies need to be developed to increase the level of private sector R&D
investment in all regions especially where this is low.

(xiii) The NHS is the nation’s largest employer in the country and contributes substantially to the public
sector economy. It is therefore essential that the NHS seeks to develop a regional dimension as well
as a national one, on SET issues skills (NHSU) and IIP at a regional level.

(xiv) The environment is correctly becoming an important focus of Government policy and SET has a
fundamental role to play in accelerating developments. RDAs are well placed to catalyse and
coordinate regional and inter-regional SET initiatives to meet environmental challenges, such as
developing a low carbon economy.

(xv) Finally, RDAs want to become greater participants in national science policy formation.

APPENDIX—TIER 2 AND TIER 3 TARGETS

The Individual Tier 2 Targets

1. Sustainable Economic Performance: Provide the strategic framework to improve the sustainable
economic performance of each region, measured by the trend in growth of GVA per capita, while also
contributing to the broader quality of life in the region.

2. Regeneration: Work with Local Strategic Partnerships (LSPs) and other stakeholders to achieve
neighbourhood renewal through promoting economic development and investment in the most deprived
areas. In doing so, to reduce deprivation by 10 per cent in those wards in the region that are currently in the
bottom 20 per cent of the Indices of Multiple Deprivation, thereby contributing to a narrowing of the gap
between these wards and the mean of all wards.

3. Urban: Working with partners, including LSPs, contributes to the renaissance of towns and cities,
enhancing the quality of space and buildings through the promotion of excellence in design, by ensuring
coordination between the RES and the regional transport plans, regional planning guidance, regional
sustainable tourism strategies and local development plans.

4. Rural: Reduce the gap in productivity between the least well performing quartile of rural areas and the
English median by 2006, and improve the accessibility of services for rural people. Regenerate vulnerable
market towns as healthy and attractive centres serving their own population and that of their rural
hinterlands.

5. Physical Development: Work with partners to achieve a more sustainable balance between housing
availability and the demand for housing in all English regions, and to ensure that by 2008, 60 per cent of new
housing is provided on previously developed land and through the conversion of existing buildings.
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6. Employment: work with partners to increase ILO employment rate over the economic cycle

7. Skills: Work with LSCs, Sector Skills Councils and other partners, to improve the level of qualifications
of the workforce in order to meet priorities as defined in Frameworks for Regional Employment and Skills
and to help meet national learning targets.

8. Productivity: Work with regional partners to enable an increase in productivity measured by Gross
Value Added (GVA) per hour worked in the region.

9. Enterprise: Work with Small Business Service and others to help build an enterprise society in which
small firms of all kinds thrive and achieve their potential, with an increase in the number of people considering
going into business, an improvement in the overall productivity of small firms, and more enterprise in
disadvantaged communities.

10. Investment: Make the region an attractive place for investment and help to maintain the UK as the
prime location in the EU for foreign direct investment, particularly by providing eVective co-ordination of
inward investment activities of regional and local partners.

11. Innovation: Make the most of the UK’s science, engineering and technology by increasing the level of
exploitation of technological knowledge derived from the science and engineering base, as demonstrated by
a significant increase in the number of innovating businesses, of whom a growing proportion use the science
base amongst other sources of knowledge.

Tier 3 Milestones

The five Tier 3 milestones represent the core outputs of the Single Programme. They are common to all
RDAs and relate to:

1. Employment opportunities.

2. Business performance.

3. Brownfield land.

4. Learning opportunities.

5. Investment benefiting deprived areas.

In their corporate planning process the RDAs will agree the numbers to be associated with these milestones
and may also agree a limited number of supplementary outputs specific to their individual regional economic
strategies.

February 2003

Memorandum by Advantage West Midlands

CREATING THE DEMAND FOR SCIENCE IN THE REGION

1. Overview of the Role of Advantage West Midlands

Advantage West Midlands is one of nine regional Development Agencies. We are charged with promoting
the economic development and regeneration of our region—the UK’s manufacturing and agricultural
heartland which has a diverse range of landscapes and cultures. The West Midlands has a population of in
excess of 5.3 million people and encompasses the major cities of Birmingham, Coventry, Stoke on Trent and
Wolverhampton as well as the Black Country and the shire counties of StaVordshire, Shropshire,
Warwickshire, Worcestershire and Herefordshire.

In 2002–03, AWM estimates that it spent £37 million on activities related to Science, Engineering and
Technology. This figure represents 18.1 per cent of the total AWM budget for 2002–03 of £209 million
including £15.9 million through the Rover Task Force. This figure is a composite of support given through
skills, innovation and certain types of cluster work. The figure is an estimate based on forecast expenditures
(both capital and current). The figure includes £15.9 million of Rover Task Force funding directed towards
modernisation, diversification and the creation of three High Technology Corridors in the region. The latter
is an integral part of the “supply chain” that links science with commercialisation in industry.

The West Midlands Economic Strategy, developed after wide consultation with our partners, has a 10 year
vision—to make the West Midlands the premier place in which to work, invest, live and visit. Sixty key
actions needed to fulfil that vision were identified in the Agenda for Action, launched in partnership with the
West Midlands Regional Assembly in Spring 2001. The Agency has lead responsibility for implementing 19
of these actions.

In the context of the region’s science policy development, it is essential that this partnership working is
recognised at the outset. Many of the actions that will be needed to ensure that the region capitalises on its
science and technology assets and future potential will be delivered by partners rather than the Agency itself.
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Advantage West Midlands will also work in partnership with other RDAs in this agenda, as many of the
future key technologies are going to require national or European scale collaborations to make them
internationally competitive.

Advantage West Midlands has three key roles which it undertakes in order to deliver the Agenda for
Action. These are:

Champion

Acting as an advocate for the West Midlands on the national and international stage, promoting the
region’s benefits and advantages to investors and policy makers.

Within this role, for example, the Agency is working with HE partners to identify science and technology
research and intellectual property and examples of industrial collaboration to support our inward investment
activities and promote the region as a “new economy” location in addition to our traditional manufacturing
strengths.

Coordinator

Working to bring a diverse range of public and private sector organisations together to deliver actions of
regional significance.

The Framework for Regional Employment and Skills Action and Regional Innovation Strategy form part
of this role. In both cases, Advantage West Midlands has brought together a very wide range of partners both
geographically and by area of work to develop and deliver a specific agenda for the region.

Catalyst

Providing funding and strategic leadership for projects that can contribute to the region’s economic growth
and future prosperity.

From January 2003 Advantage West Midlands will be taking responsibility for the delivery of a Cluster
Action Plan, bringing together ERDF funding with AWM’s own resources. The total funding available to
support this key part of the Agency’s strategy is £350 million for the period 2003–06. Within this role the
Agency is also taking steps to create the kind of demand for science, technology and knowledge transfer
amongst businesses that we will need for them to become and stay world class.

Three priorities have been identified which are fundamental to the delivery of sustainable economic
development in the West Midlands. These are:

The creation of Business Clusters—groupings of businesses, research and learning institutions and
support industries linked by a common product or technology. The aim is for these entities to work
collaboratively and exploit their individual qualities—encouraging supply chain linkage and
knowledge sharing. Ten Clusters have been prioritised including transport technologies, medical
technologies, ICT, food and drink, environmental technologies and new media. (Annex 1)

Establishing three High Technology Corridors—in areas which are currently heavily dependent on
the automotive sector. The aim is to attract and develop more technology based higher value added
businesses through the presence of research institutions, universities and development
opportunities. The Corridors have no “firm” boundaries because they will continue to develop and
grow, generating benefits for the region. (Annex 2)

The development of six Regeneration Zones—areas of concentrated need based on “the most
deprived wards in the region” as defined by the Government’s indices of deprivation. The zones
also incorporate key development opportunities. The regeneration eVort concentrates on
reclaiming brownfield land; improving the environment and creating jobs by enhancing the
employability of people in the areas and supporting business start ups. (Annex 3)

Through these policy instruments, the Agency is focusing its own attention and that of partners onto the
problems and opportunities that we need to address to achieve our vision. We will also use these priorities to
help us to determine future spending on science and technology investments—maximising investments by all
partners from “mainstream” funding as well as special initiatives—to create a critical mass of demand and
activity that can sustain positive change into the future.

2. Regional Approach to Science and Technology Development

Science and technology are critically important to the future development of the West Midlands economy.
From a heavily manufacturing traditional base, the region is seeking to modernise its business sector into
more diverse areas of operation with higher value added, taking advantage of the opportunities of the
knowledge economy. To do this we will need to ensure a highly skilled and motivated workforce, a new
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entrepreneurial culture with higher rates of new firm foundation—particularly those with high growth
potential—and increasing collaboration between the science base and research organisations and business.

The Agency has a very wide and increasingly diverse brief from learning and skills development through
to housing policy. Within the overall framework of economic regeneration, this complexity is necessary as
the problems we face have to be tackled holistically, addressing all the work and life issues that aVect the lives
of the citizens of the West Midlands. In some areas we will make direct interventions, for example in
brownfield land reclamation, innovation or inward investment. In others we will support partners and
contribute at a more strategic level, for example in neighbourhood renewal where local authorities have the
lead or in statutory education where our role is to add value to the curriculum in areas such as
entrepreneurship rather than influence the curriculum itself.

Our approach to science policy in the region has been through the twin vehicles of the Regional Innovation
Strategy (RIS) and the Framework for Employment and Skills Action (FRESA).

2.1 Augmenting and channelling the demand for technology and science

In both the knowledge transfer and skills agenda, there is a key role for the agency to play in creating
suYcient real demand to make the provision of world class science and technology services for the region
economically and academically viable. The first iteration of the RIS in 1999 was predicated on a need to bring
together the supply side of the innovation mix to make sure that a coherent and well planned oVer was made
to businesses by the key knowledge base and business support partners. The next version of the action plan,
currently under development, will focus far more clearly on engaging and understanding the demand side—
businesses and individuals seeking new knowledge and skills. The FRESA too is bringing together evidence
of employer demand for skills that can be addressed more holistically by education partners.

Whilst we have in the region examples of excellence in, for example HE/business interactions, celebrated
each year through the Lord StaVord Awards, we have not yet reached the point where companies see working
with academic partners as a natural route to business competitiveness. Whilst demand remains relatively low,
HE partners cannot with confidence allocate their hard-pressed resources to developing their reach-out
capabilities when teaching or research activities bring greater financial and reputational returns. Nor can they
create bespoke science and technology training programmes for a few, committed individuals at an
aVordable cost.

Through the mechanisms described above of clusters, corridors and regeneration zones, the Agency can
stimulate and aggregate demand from businesses to the point where universities and research organisations
can identify a long term research programme to support their needs. It can also help businesses and
individuals to understand the constraints under which the science base operates, so that expectations are set
at appropriate levels and real partnerships of need and opportunity can be brokered.

2.2 Regional Innovation Strategy

Within the RIS, the area of science policy that the region has sought to engage with is the Development
end of R&D and Technology Transfer. It has been our view that the initial support for and development of
the science base is the responsibility of HEFCE and the research councils through the dual support
mechanisms. The traditional model of research in the UK has not up until recently demanded of its research
partners that there should be any direct link between their research priorities and regional needs. Research
groups have operated nationally and internationally, with local collaborations growing as an accident of
geography, albeit sometimes into significant centres.
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The role that the RDAs can play most eVectively is to broker partnerships between the demand side—
business—and the supply side—Universities and RTOs. Our main focus of operation is in the “gap” between
the end of a research programme where findings are almost ready to be translated to businesses and
developing the case where the businesses will invest in those ideas themselves.

The model above was developed by colleagues in the Birmingham University nanotechnology centre,
where research programmes are focused on the eventual end-user, but the process of bridging the gap between
research council funded work—where they have had considerable success—and real take up of the science
by local companies has proved to be diYcult to finance.

Using the general heading “proof of concept” this could include investing in IP to create a spin-out
company, creating specialist technology transfer services, developing specialist equipment centres to
demonstrate new technologies or provide aVordable access for SMEs. The High Technology Corridors have
provided a focus for much of this new activity, but the eVects will be region wide. Regeneration Zones also
have a strong need for higher value added, science rich development, for example in North StaVordshire
where medical and environmental technologies are being exploited in revitalising the national centre of the
shrinking ceramics industry.

Examples of all of these kinds of programmes running in the West Midlands are in Annex 4. Partners within
the West Midlands will also be making their own submissions to the Inquiry giving further detail on
collaborative initiatives.

Assistance can also be given to create strategic alliances between companies and universities to pool
regional intellectual property and develop new forms of public/private partnership in R&D. Again based on
our cluster needs, we have explored the opportunities for such a programme to be run between a major private
sector partner and one of the premier research universities in the region. Details are confidential at this time
but will be provided once the programme has launched publicly.

Whilst up to this time the RDA’s role has been reactive, responding to the opportunities created by the
Universities and RTOs using decades of past national investment, it is expected that from here forwards the
relationship will be more two-way, with the science base partners responding to regional priorities by
investing in new research lines of enquiry and creating opportunities for greater interaction with business
needs. The Cluster Innovation Managers that AWM has funded within the HEIs will develop a detailed
understanding of the capabilities of the science base in relation to the cluster and will communicate these to
the clusters. They will also be cognisant of the demand side business needs and can help the research partners
to respond positively where new avenues of enquiry are needed to grow the cluster into the future.

Discussions have been opened with the Vice Chancellors in relation to the possible creation of a version of
the science council for the region. It is our shared view that such a body should have a very clear remit and
be built upon the clusters implementation model to avoid duplication of eVort. Early thinking is that a body
linked into the RIS process will be the best way forward, drawing demand side information from the clusters
and identifying cross regional needs. It would also provide the opportunity to plan for future investment in
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cross-cluster technology areas such as Microsystems, nanotechnology or polymers, where investment
decisions will fall outside any one cluster’s sphere of influence. The region also has a strong preference for
seeing the science council concept from a more holistic viewpoint—much as the RDAs role needs to be
holistic—linking pure science and technology with economic and social research to ensure sustainable growth
of our new industries.

The Agency can also increase its positive links with the research councils and HEFCE, drawing on their
peer review systems to help us to identify excellence in the region and working in partnership to ensure that
the investment they make is exploited as eVectively as possible in commercial terms. Early discussions with
EPSRC and EMDA will hopefully lead to a Midlands pilot of the DTIs SBRI initiative in our priority cluster
areas. Greater strategic engagement with the region’s independent research and technology organisations is
also a priority for the coming year.

2.3 Framework for regional Employment and Skills Action

The Framework for regional Employment and Skills Action has identified the large gaps in the skills base
needed to diversify the regional economy. From basic literacy, numeracy and IT skills to higher level
technology and management skills, there is much to do in the region to improve its asset base in terms of
workforce capability.

Partners in all the sub-regions have come together to prioritise actions, focused on corridor, cluster and
regeneration zone needs. It is essential for the overall growth and well being of the region that the benefits
of modernisation and diversification are open to all communities, and that the employment generated by the
new high tech industries is available to local communities, not just to “imported” labour with the new skills.

Partnerships between schools and FE colleges can help to draw school leavers into new career opportunities
through specialist technician education programmes and with Partnerships for Progression take some of
those on to Higher level studies. Positive partnerships also with employers through initiatives such as
SETPOINT can significantly help to raise the profile of and student achievement in science. AWM’s role is to
support partners in planning these developments in a regional strategic context and in some cases supporting
initiatives where they fall outside the remit of the LEA.

It is also vital that we retain our graduates. The region’s universities are delivering and developing
programmes that will generate graduates with the specialist skills we need, but the salaries and conditions
oVered by local businesses will need to become competitive to hold them here.

We are of course promoting graduate self-employment and the opportunity to set up their own businesses
on graduation or later through programmes such as the Mercia Institute of Enterprise.

Examples of skills programme supported by AWM are given in Annex 4 and again will be discussed in
more detail in partner submissions.

During the recent visit by the committee, it was noted that national literacy and numeracy targets, which
have regional sub-targets, have helped to improve standards in schools. It was posited that regional science
targets could have a similar eVect. Whilst the Agency has no remit for this part of the education sector, there
is a role in raising aspirations and working with employers to show how improved science skills could lead
to rewarding careers that the Agency can assist with in its role as coordinator or even perhaps catalyst.

2.4 Wider networking

Advantage West Midlands cannot work in isolation on these issues. We are linked into European best
practice through regional partners such as the Innovation Relay Centre, whose technology watch service
matches the region’s businesses to European science and technology opportunities. Many of our universities
and businesses are taking advantage of the European research programmes, especially FP6, and the emerging
regional European strategy will provide a stronger framework for the support of such European
collaborations.

We are also working proactively with other regions in the development of proposals for the national
microsystems centre, pooling expertise and identifying lead areas for the various specialisms within the
discipline. Future developments of this kind which are collaborative rather than forcing inter-regional
competition would be welcomed.

3. Conclusions

The key messages therefore from the West Midlands experience are:

— The importance of integrating science and technology policy into the core strategic delivery vehicles
used by the Agency.

— Augmenting and channelling demand is vital to create critical mass and sustainability.
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— The region is beginning to recognise, publicise and celebrate its successes in science and technology
achievements.

— A clearly defined role is emerging for RDA engagement, to complement national funding streams,
based on commercialisation and practical implementation.

— Partnership working is at the heart of all that we do in this area.

February 2003

Annex 1

Clusters

Linked groups of firms built around a technology or an end product, but including supply chain linkages
and the specialist education, finance, research and training support infrastructure.

Traditional

Growing

Embryonic /
Aspirational

Transport technologies
Building technologies
Food & drink
Tourism & leisure
High value consumer products

Specialist business services
Information & communication technologies
Environmental technologies

Interactive media for education & entertainment
Medical technologies

Cluster Process

The model adopted in the West Midlands has at its heart the generation and exploitation of ideas—
innovation. Taking this with the clusters prioritised for the region, it is clear that we will need to draw heavily
on the science and technology being generated in the West Midlands universities and research organisations
as well as forming positive partnerships with specialist knowledge providers in other regions and abroad.

Each cluster will be strategically led by a business focused Cluster Opportunity Group. To support the
development of the cluster, AWM has funded specialist support staV in the Business Links, local Learning
and Skills Councils and Higher Education Institutions. These staV will develop an in depth knowledge of the
needs of the cluster and the opportunities from within their service sector for products, services and
programmes to be geared towards the clusters’ needs. In this way we can maximise the advice going into the
business led clusters, ensure that provision is demand led and also that no opportunities are missed for new
directions for the cluster that the market itself may not yet have caught onto.
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Examples of cluster science and technology activity

Building Technologies

We have established a Centre for Knowledge and Innovation in Building Technology at an established
RTO, CERAM. AWM is contributing £850k over three years to a total project cost of £1.5 million over three
years. The Centre will be managed by the lead Business Link for Building Technology, StaVordshire B L. It
will provide companies with a searchable database on technology and products and an e-mail alert service
that will inform them of any new developments relevant to their business. SMEs will be oVered subsidised
support for new product and process development and advice on the certification of new products and patent
protection.

Recently the EPSRC and the Carbon Trust asked all universities about their plans to research in areas
which support the development of Low Carbon technology. AWM’s CEO met with one of the University of
Birmingham’s vice chancellors to discuss the universities research plans and the ways in which AWM could
help with the commercialisation of the research results.

AWM is helping the Carbon Trust by hosting one of their Regional Managers who will help local
companies involvement with the Trusts Low Carbon Innovation Programme.

AWM has drawn together a group of industrial companies and universities to propose to the DTI how the
Centre of Excellence in Low Carbon and Fuel Cell Technology should be created and managed.

Information and Communications Technologies

The Midlands Photonics Cluster has successfully transferred technology from the Photonics Research
Group at Aston University to some 60 organisations with a combined turnover of £500 million, including
QinetiQ the largest research organisation of its kind in Europe employing some 450 photonics professionals.
Three new companies have been formed which are directly supported by the Cluster.

A Centre of Excellence in Computational Intelligence and Applications is being established in the
Computer Science Department of Birmingham University to enable transfer of their world leading expertise
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in evolutionary computing to industry in the region with applications in optimisation, data mining and
design.

A Solutions Development and Demonstration Laboratory is being established at Aston Science Park to
demonstrate to ICT SME’s leading edge technology to enable them to deliver complete business solutions to
their end customers. This work will link into the National B2B Centre at Warwick University.

A proposal for an Open Source Software Solutions Centre in the region is currently being discussed with the
University of Central England, the National B2B Centre in Warwick Manufacturing Group and the National
Computing Centre.

Annex 2

High Technology Corridors

Used to diversify the region’s economy by attracting high technology, high value added businesses through
the presence of research institutions, universities and property opportunities.

Birmingham
Coventry

Wolverhampton
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M54

M5
M40

Priority development areas for the Corridors

A38 Birmingham to Malvern

Nanotechnology

Medical Sciences

Commercialisation from QinetiQ

Photonics

Wolverhampton–Telford

ICT/e-learning

Polymers

Advanced engineering

Coventry, Solihull, Warwick

ICT

Transport Design

Grow-on space for high tech companies
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Annex 3

Regeneration Zones

Areas of concentrated need and substantial opportunity, incorporating half the region’s unemployed.
Linking local need to growth potential so that communities benefit from new business development.

North Staffordshire
Regeneration Zone

North Black Country & South
Staffordshire Regeneration Zone

South Black Country & West
Birmingham Regeneration Zone

East Birmingham & North Solihull
Regereration Zone

Coventry and Nuneaton
regeneration Zone

Rural
Regeneration Zone

Stoke on Trent

Stafford

Wolverhampton

Birmingham

Coventry

Warwick

Worcester

Hereford

Shrewsbury

M40

M50

M6

M6

M6

Issues for science policy of accessibility of resources, engagement of science base in regeneration issues,
skills improvements in deprived communities.

Examples of science based regeneration in North StaVordshire Zone, linked to development of new medical
school, embryonic medical cluster development on Keele science park, environmental technologies cluster
development supported by StaVordshire, Keele and Birmingham Universities and linking to other strengths
in southern StaVordshire.

Annex 4

Project Examples

Regional Innovation Strategy (RIS) Projects

There are a substantial number of innovation support programmes running or in preparation, addressing
the priorities identified in the RIS. A recent RIS evaluation showed that there was in fact a good deal of
embedded innovation activity which had been influenced by the RIS but had not in fact been “branded” as
part of the innovation mix. An example of this would be the Rover Task Force Diversification programme
which is a classic new product development support programme but delivered by partners as part of the
mainstream, or the region’s Manufacturing Advisory Service in which all the HEIs are engaged. What follows
here are some highlights from the programmes linked to the RIS.

HE-focused programmes:

Mercia Spinner—regional support programme to encourage spin-outs from HE IP. HEIF match
funded. Provides support for patenting, prototyping and business plan development. Second stage
funding now coming onstream for “accelerator grants” for spin out companies in their first year of
trading. Initial investment resulted in 13 new companies in 2002, with encouraging indications of
meeting projected figure of 15 for 2003.

Mercia Institute of Enterprise—Science Enterprise Challenge programme involving all the WM
HEIs. The programme aims to train science, technology and engineering undergraduates in business
and entrepreneurship skills, encouraging self-employment as an option on graduation or later in
their career. AWM is developing plans with MIE to extend its successful Enterprise Fellowship
Scheme which gives bursaries to students developing business ideas into full business plans and



science and technology committee (sub-committee ii) 33

4 March 2003] [Continued

subsequently to business start up. The programme also oVers awareness sessions for staV and runs
an annual Enterprise Fest linking students with successful entrepreneurs.

CONTACT—regional “first stop shop” for companies to make links with HEIs funded through
HEROBaC 2. Proactive brokerage model that helps companies access university expertise. AWM
has commissioned with the West Midlands Higher Education Association an evaluation of the
eVectiveness and future strategy for the CONTACT project as well as the range of “third stream”
activity ongoing in the universities at present. This review will feed into the regional assessment of
future HEIF funding applications from the region.

Lord StaVord Awards—regional innovation awards that celebrate success in HE/business
interactions. Award categories 2002 for development and achievement. Four categories were
awarded with a prize fund totalling £20,000. Being extended in 2003 to include best student business
plan and best HEI spin out. Also recognised through the process that rewards to and recognition
of academics are an important part of creating champions within the HEIs and a Lord StaVord
Professorship for Enterprise is under development for 2003. Plans are in place for the awards to
become a major regional event annually with more categories added each time, emphasising
diVerent aspects of the innovation mix, and moving beyond the business/HE sphere. The awards
will be used both to celebrate success and stimulate greater engagement by businesses by positioning
the event as a “gold standard” for innovation that companies will aspire to winning.

Regional innovation skills programme—a package of projects aimed at getting students and
graduates into SMEs in particular including: targeted special TCS funding to support cluster
development; shorter term student placement/project development (KITTS—knowledge,
innovation and technology transfer programme); brokered graduate/business linkages in parts of
the region (Graduate Connection); support for gap year student placements (Year in Industry)

SAIL—a European thematic network (Strengthening Academic Industrial Links) looking at
European best practice in this area. The region is also linked to other thematic networks focusing
on incubation, access to finance and technology transfer. The SAIL network has 14 member regions
from Iceland to Israel including the accession states and operates with a budget of ƒ492,000. The
main expected outcomes include new regional initiatives, pilot actions funded through European
programmes, joint activity plans and partnership agreements between European regions.

Other knowledge based projects include:

Technology Networks—a programme to link businesses in the High Technology Corridors to R&D
expertise in QinetiQ and the European research organisations, as well as regional HEIs. Next stage
for the project will be to roll it out region wide and add in the region’s HEIs more explicitly as
partners.

TechnologyOpportunity Studies (TOPS)—a more in depth version of the above project, proactively
identifying QinetiQ technologies that could be applied to assist in SME diversification. AWM is
contributing £689,000 over three years for this project. The project involves conducting Technology
Opportunity Studies on 150 small to medium sized enterprises or divisions/sections of large
companies who are located anywhere in the geographical area covered by AWM. The project will
facilitate and support the transfer of appropriate, demand led, knowledge and technology based on
the principal that the value added to the company must be greater than the cost of technology
transfer. The companies’ products and services will also be reviewed in the TOPS process to
establish if they can become a “spin in” to MOD.

Innovation Networks—a grant funding programme to support new product development in
collaborative networks of three or more SMEs. A precursor to the region’s Innovative Actions bid,
this programme aims to encourage networks of small companies to form to develop a new product
or service, grant aided by the scheme. The values of the programme were for easy, minimal
bureaucracy access to support, focused on the priority WM cluster areas.

The final area of development is both strategic and practical, bringing together key players to develop
region-wide policies that add value to partner activities. We are working on an incubation strategy, linked to
new incubation capital spending programme and supporting the development of our clusters. We have a
strong partnership developing an entrepreneurship strategy from school to graduate level to increase the
cultural awareness of the need for the region to become more enterprising. We are working with partners in
the Business Links to develop a business start up strategy to increase the rate of new starts and in particular
new companies with high growth or high added value potential. In all cases the agency is seeking to use its
role as regional catalyst to bring partners together to achieve change across the whole region and ensure
sustainability of change.
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Skills Programmes (FRESA)

Prior to April 2002 the Skills Development Fund and subsequently single pot funding have provided
flexibility in funding that was not available through existing provision, to help businesses train employees in
new techniques and processes needed to help them compete more eVectively.

The funding has been used with public and private sector contributions primarily to support new business
and education partnership projects. A key requirement of these projects is that they must be employer led.
This approach has encouraged new relationships to be brokered between businesses, Colleges, Universities,
Business Links, NTOs (and now Sector Skills Councils), industry lead bodies and private suppliers and many
other organisations. More than 100 SDF projects are currently delivering learning outputs from the work of
those partnerships.

Advantage took the lead in working with the new LSC’s from April 2001 to establish regional and local
priorities for new skills partnership projects. Joint presentations to businesses and suppliers across the region,
and working together to agree new projects has facilitated good working relationships and common
understanding of approaches to supporting training initiatives for businesses.

Case studies of Learning and Skills supported activity:
Electronic firms in Newcastle-under-Lyme have joined forces with their local college to create a
centre of excellence in high technology manufacturing.
Faraday Technology Ltd approached Newcastle College for help to tackle skills shortages with
surface mount soldering techniques. At the time the college was unable to oVer the sort of training
that they required. Other businesses in the area identified similar problems and with help from
AWM a new project was established to provide state-of-the-art equipment and training facilities for
firms to tackle the immediate shortage of PCB and quality control skills among companies.
Firms have continued to work with college staV to develop training programmes and expertise to
deliver this innovative partnership project which has been upgraded and extended to cater for more
firms and provide facilities to support firms to innovate in product design and develop new
working practices
From an initial investment of £453,400 project outputs envisaged are assisting 70 firms, providing
level 4 qualifications to 40 employees, creating a high technology cluster of 30 companies and
broadening the curriculum of specific college course to include the elements of this programme to
350 students.

Advanced Manufacturing Centre for Businesses in North Staffordshire

Close working relationships with local engineering and manufacturing companies, developed through
Burton College’s Engineering Advisory Committee, identified a need for training in Metatronics which
included CAD/CAM, CNC and CPC systems.

There were no facilities locally that would provide the training needed. Firms had to either buy-in training
or send staV to equipment suppliers. Both options were expensive and limited in providing the full range of
training they needed.

With the support of AWM an advanced manufacturing facility was established for local industry and their
suppliers. Four Colleges provide a shared facility using “state of the art” technology and utilizing a wide range
of production control techniques. The relationship between colleges and firms was in ensuring that businesses
would use the new facility. Firms played a key role in working with the colleges to ensure the right equipment
was purchased and training programmes met content and delivery needs.

Over a three year period the project will provide training to assist 200 SME suppliers to industries including
automotive, rubber and polymers, specialist engineering, food and drink suppliers.

Gateway to Management Qualifications

Management and leadership deficiencies are frequently cited by businesses and academics alike as a cause
of poor productivity and performance at the firm, regional and national scale.

Based on work carried out by the West Midlands Regional Management Skills Group to identify and tackle
local issues of take-up of existing provision, and the results achieved by a local Chamber of Commerce using
an international management proficiency assessment tool, a new regional pilot project has been developed.

The project will benchmark managers’ skills against national and international peer groups and support
3,000 managers to develop skills that will provide the most benefit for the long term sustainability of
companies and employment in key business clusters.

The project will help facilitate new partnerships between businesses and providers of management
development, overcoming some of the barriers to accessing existing programmes and developing new ones.
In this respect good working relationships between businesses, Chambers of Commerce, Business Links, HE
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institutes, FE colleges, private providers, funding bodies and regional initiatives eg Rover Task Force
initiatives and the Manufacturing Beacon Group will be an important part of the ultimate success of the
project.

Memorandum by the East of England Development Agency

1. Introduction—the East of England Context

The East of England economy is a £73 billion economy based on 350,000 businesses, a workforce of 2.6
million and a population of 5.5 million. EEDA has an RDA budget of £88 million with an estimated spend
on SET of between £9–10 million.

The growth of the region has been associated with growth in high technology clusters, such as information
and communication technologies, biotech, high performance engineering, energy, and environmental and
food technologies. These clusters are supported by a high level of academic and research capability with both
the universities and research institutions in the region. In addition, there is an active venture capital and
business angel community in parts of the region, attracted by the science base and the potential for high
growth business start-ups.

The East of England records a level of expenditure on research and development (2.7 per cent of GDP)
that is significantly above the UK average (1.2 per cent). The level of spend on research and development is
a proxy for innovation. The majority of research and development spend in the region is undertaken by
business (as opposed to Government or Higher Education spend), with business spend comprising a larger
proportion of the total than nationally. This reflects the region’s strong and innovative business sector.

EEDA has a target of being one of the 20 wealthiest regions in Europe by 2010.

In order to achieve this, the regional economic strategy focuses on six major themes that are of vital
importance to achieving the prosperity and well-being of the region, and which provide a basis for making
choices and a framework for delivery. These are:

— Competitive businesses and organisations.

— Creativity, innovation and enterprise.

— “Invest in success” wherever it is found.

— Regeneration plus—supporting our role and our communities.

— A clear identity and international profile.

— Leading edge infrastructure and high quality environment.

2. How and to what Extent do RDAs Develop and Exploit Science, Engineering and Technology (SET) to
Stimulate Employment, Employment Opportunities, Regeneration,Wealth Creation and Improved Skill Levels?

Wealth creation and knowledge transfer

EEDA has launched its first two Enterprise Hubs in 2003 attracting funds of over £1 million with a view
to rolling out a programme of a further eight hubs by 2005. These will act as a co-ordinated support structure
for entrepreneurs and new businesses, exploiting particular local strengths in R&D. This will encourage new
generations of entrepreneurs and facilitate the development of clusters of businesses. The first two hubs are
in Stevenage based on pharmaceuticals and aerospace companies, and at the Babraham Institute to support
early stage biotechnology start-ups.

EEDA is supporting BT developments at Adastral Park in SuVolk and developing the surrounding area
to attract and support a cluster of spinouts and ICT/telecom related companies. EEDA is working with BT
and local partners to bring together high-level research in the telecom and high tech sector. We have invested
in UCL and Essex University research capacity at Adastral Park, directly linked to the needs of the growing
business community.

EEDA has invested over £1 million to establish a range of business-to-business networks to promote
innovation and entrepreneurship. This includes EEDA funding of a region-wide network of young
entrepreneurs in order to facilitate the next generation of enterprises across the region. These networks
include a Norfolk based entrepreneurs network, engaging the technology and science based businesses across
the area and an innovation network in the Oxford–Cambridge Arc. In addition there is a range of cluster
networks, such as the Eastern Region Biotech Initiative (ERBI) which support the biotech cluster around
Cambridge, and Medilink supporting the medical manufacturing community in the region.

Through new innovation and incubator centres, EEDA has driven forward a programme of supporting
innovation and technology parks, with a particular focus on high added value start-ups, high-growth clusters
and key sectors. This will include:
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— spending £4.9 million over two years on the development of an innovation centre in Peterborough,
based on attracting environmental technology companies with an estimated 230 new jobs created,

— spending £6.2 million over four years on a planned new innovation centre and technology park in
Luton, which will focus on high tech manufacturing, with an estimated 400 new jobs created and
350 safeguarded,

— the Beacon Park Innovation Centre in Great Yarmouth to support the emerging renewable
energy cluster.

Technology East has been created (www.technology-east.org.uk) as a virtual environment for innovation
via a web-based first stop shop. This provides information, advice, and events for businesses and innovation
and technology practitioners.

Skills and Employment

Schools

EEDA believes that STEM (science, technology, engineering and maths) skills are a crucial component of
primary and secondary education in today’s world. We have therefore consistently supported projects in
schools which promote these subjects, particularly where they include the direct involvement of business
through mentoring, work experience and young people accessing current technologies being used by
business.

Currently we are supporting “Young Foresight” (YF) and funding its expansion across the schools in our
region. By 2005 YF will be operating in 25 per cent of our schools. The scheme will provide in-work learning
for over 320 students and will cover nine key sectors and eleven clusters. This DTI initiated programme is
the first STEM approach which brings innovation and STEM skills inside the curriculum. The programme
includes a YF/BBC video showcasing East of England businesses with leading edge and innovative science
and engineering technologies which are keen to promote these industries to young people.

EEDA is investing in a large project (co-financed by the European Social Fund) with a total expenditure
of £300,000 to bring together all mentoring activities under a regional partnership, which will enhance the
level of business mentoring in schools and colleges. The partnership will also seek to increase the number of
“business to business” mentors available to support innovation and growth to smaller companies. Over 2,000
businesses will be advised and the scheme will train over 300 mentors and should provide 11,000 registered
mentors.

We contribute annually to a regional schools event which brings over 1,000 young people into direct
contact with leading businessmen, who demonstrate their business success in science and engineering
technologies at an exciting location, for example Duxford Air Museum.

EEDA has invested almost £2 million in a three year funding programme supporting our eight Education
Action Zones (EAZs) across the region to deliver new and innovative business driven activities for the schools
they serve. The schools involved have a high proportion of less able or disadvantaged pupils who are unlikely
to achieve within the standard curriculum. The main aims are to raise employability levels by improving
GCSE results, providing work placements and encouraging students to stay at school post 16. The EAZs
formed a regional consortium (the only one in England) whereby they can share best practice and try out new
approaches with direct business involvement in vocational learning. The consortium also undertakes missions
to other countries (Denmark, USA/Silicon Valley) to exchange ideas, share best practice and identify new
and innovative approaches.

Broadband development- connecting communities

The East of England is one of the most poorly served areas for broadband. Currently only 5 per cent of rural
communities in the region have access. The EEDA-led Connecting Communities competition encourages
businesses to get involved in local partnerships who can bid for funds to win broadband access. Partnerships
across the region are bidding for a share of the £3 million available through the competition to help small
businesses get wired up, alongside others in their community. www.demandbroadband.com—is a website
specifically created to encourage broadband suppliers to service demand hotspots and stimulate supply in
areas currently not reached by traditional suppliers like BT and ntl. Funds are being made available to bring
broadband to business centres and innovation units across the region. EEDA is funding technology trials
across the region so that businesses can help test diVerent broadband solutions before they are brought to
market. Current trials underway include a wireless technology trial across Tendring (Essex) organised by
Tendring District Council, rural DSLAM trials with BT in Shottisham (SuVolk) and Burnham Market
(Norfolk) and the Remote Area Broadband Inclusion Trial (RABBIT) across rural parts of the region which
have no hope of broadband connection by any other means.
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EU programmes to enhance science, engineering and technology

— Innovative Actions: EEDA has successfully won approximately £2 million of Innovative Actions
funds from the EU. This programme will be an experiment in implementing an innovative and
sustainable approach to regional development through pilot actions; it will share the science,
technology and innovative assets and expertise available in the region’s more successful areas with
those currently less successful.

— SPRING project: funded by the EU, EEDA is joining with three other leading knowledge based
regions, to form a virtual innovation group in order to share good practice in working with early
stage, science and technology based businesses.

— CAFÉ project: is a thematic network of regions in Europe with the objective of developing these
regions’ innovation strategies and capacities with a specific focus on the food industry.

3. How do Advances in SET and National SET Policies and Initiatives Influence and Inform RDAs’ Strategies?

EEDA has been involved in the DTIs innovation and growth teams, and in particular, have contributed
to the Automotive, Aerospace and Defence, and Environment Innovation reports. Recommendations from
these reports are being considered alongside regional intelligence in our sector and cluster developments.

Recent work with the Faraday partnerships provides another vehicle through which EEDA can enable
access between the regions clusters and world-class scientific innovations.

EEDA has supported proposals for a number of nationally driven science and technology-based initiatives,
some examples are:

— encouraging exchange of research and academic and information within bio science through the
national bio-bank initiative—an MRC/DOH project;

— advances in Microsystems and nanotechnology through the development of a national
Microsystems/Nanotechnology centre of excellence—a DTI development;

— advances in genetics through establishment of genetic knowledge parks—a DTI/DOH initiative;
and

— technology transfer in the National Health Service, a DOH/NHS initiative.

4. Do RDAs take Full Advantage of all Available Local, Regional and National SET Facilities, Expertise and
Funds (including EU funds) in Implementing Their Policies?

EEDA work with a range of public, private and academic partners to access the science base, and enable
collaborative working at the level where decisions are best made, and resources best released.

Leading-edge science, engineering and technology development

EEDA is leading the development of a nanotechnology centre of excellence, which we propose should be
based in Cambridge, but with local, national and international linkages. In this respect the driver of EEDAs
decision is to build on the excellence of the world-class research on nanotechnologies, led by Professor Mark
Welland at Cambridge University and with support from leading industrialists and venture capitalists within
the region. EEDA’s Director of Enterprise and Innovation, Stephen Holton is chairing the national RDA
group advising DTI on broader implications of nano and microsystems technology across the English regions
and the devolved administrations.

EEDA has lent its support to the establishment of the Genetic Knowledge Park led by Dr Ron Zimmern,
a partnership between Cambridge University and Adenbrooke’s Hospital with clear linkages to research and
teaching hospitals, such as the Norfolk and Norwich University Hospital NHS Trust.

The success of Cambridge is vital to the prosperity of the region as a whole. The Cambridge–Ipswich high-
tech corridor and the Oxford Cambridge Arc are examples of the region’s desire to link concentrations of high
tech growth and excellence between communities, and spread the success of high growth, innovative clusters.

Supporting advances in Further and Higher Education

There are a wide range of national initiatives driven through DfES, HEFCE, the local Learning and Skills
Councils and the Association of Universities for the East of England (AUEE) which support the 12 HEIs and
the 34 further education colleges across the region. Although EEDA does not directly fund initiatives of this
type, it actively contributes to their planning and rationale, encouraging consistency with the local and
regional economic landscape.
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Centres of Vocational Excellence (COVEs)

The region has a range of COVEs both existing and developing across the region, covering technology,
ICT, engineering and construction. EEDA is involved in the planning and approval process at regional level.

New Technology Institutes

The region has two NTIs, which are collaborative approaches to post 16 learning for new technologies,
involving further education and higher education institutions and business. EEDA was involved in
supporting the development of appropriate bids to HEFCE and in their approval process.

SuVolk NTI is a collaboration between the University of East Anglia and SuVolk College supported by
the new technology and communications industries based at Adastral Park (a high tech telecommunications
business park developed out of the BT research facility which is based there.)

Essex NTI is a collaboration between the University of Essex, Anglia Polytechnic University and the South
Essex College. It is supported by ICT industries across Essex, including Ford’s Dunton research centre.

Working with the Small Business Service (SBS) /Business Link (BL) network

A close, synergistic relationship exists between the RDA and the SBS regional team. Joint working extends
from strategy and planning, through to tactical programmes of business support for the region’s SMEs.
Examples include:

— Funding the development of “UK Online for Business” supports champions at regional and local
BL level, to help SMEs build their ICT skills and systems, and thus their competitiveness.

— Inclusion of the SBS/BL SMART grants initiative as a key element of EEDA’s Innovation and
Technology Transfer programme.

Working with Higher Education

EEDA is working with the Association of Universities for the East of England (AUEE) and the region’s
higher education Institutes to support a number of initiatives aimed at engaging science, engineering and
technology in higher education with SET businesses in the region. These include:

— The expansion and take up of TCS (Teaching Company Scheme).

— Meeting the needs of exporting businesses.

— Bringing HE resources into media based industries.

— The development of business incubation centres in HE.

— Using broadband capacity to reach out to not-for-profit centres.

Working with the DTI innovation initiatives

Both TCS and STEP focus on placing students—post- and undergraduate—in businesses for specific fixed
term projects, allowing academic expertise to be embedded in businesses and provide real world learning
opportunities for students. Where they have been implemented they have an excellent track record of
improving competitiveness, leveraging academic expertise and encouraging graduates to remain employed in
the region.

EEDA is working with all the region’s universities to stimulate uptake of TCS. The universities are leading
on this, with EEDA funding support for additional marketing and administration resources to deliver an
extra 77 TCS placements over the next two years. This will deliver a level of TCS activity more in proportion
with the HE resources in the region. They are researching and developing a model for a “mini-TCS” in the
region to be more suitable for SMEs and to this end Business Links now have TCS as one of their targets.

Activity to bring greater coherence to STEP activity is being piloted in Bedfordshire by Cranfield
University. We await the evaluation of this before making any decision on whether to support and stimulate
the delivery of STEP programmes across the region.

EU programmes to enhance science, engineering and technology

The East of England is one of Europe’s top 20 spenders in R&D with an average of 2.7 per cent GDP going
to research based eVorts compared to a national average of 1.2 per cent. For the 5th Framework Programme
(1998–2002), figures known to date show that organisations in the East of England have received
approximately £121.2 million from EU grants over a period of three years (1999–2002). When compared to
the figures available for funds allocated to the region under the Structural Funds Objective 2 and 3 we can
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see that under Objective 2 the region accessed £96.5 million and £185 million under Objective 3, but these
totals are over seven years.

These figures summarise the importance and the capability of the East of England to use its research
expertise to access EU funding. This funding provides important “additional” resources to the economic
development and innovative faculty of the East of England.

Under the 6th Framework Programme large companies and research organisations can tap into these
sources and there is the added potential for small and medium sized enterprises to participate in projects on
their own basis. The Commission has allocated over ƒ2 billion for SME specific projects and businesses in
the East of England should be encouraged to participate by this.

Following a research exercise undertaken by the East of England European Partnership in Brussels, the
main deterring factor for SMEs to become further involved in these programmes is the inability to access
match funding that will cover the remaining costs necessary to finalise and commercialise the end product.
The role of the RDA in this phase is therefore crucial and ever-increasing.

National initiatives

EEDA is working with the NHS and the Department of Health to facilitate a technology transfer project
in the East of England, working with Health Trusts across the region, and enabling connections to be made
with the private sector though such networks as Medilink East. An East of England Health Hub is expected
to be in place by 2004.

Early work is taking place with the DTI’s Bioscience Unit, to enhance support for early stage companies
in the life science. EEDA is likely to provide support to early stage businesses by providing additional funds
and support for research and pre-product development.

5. How do RDAs Reach Decisions on Financial Support for SET? How Should Success be Judged?

Clusters/sectors

EEDA has established a number of business led sector groups to provide business intelligence and advise
EEDA on strategic development within each sector. Examples have been the Business and Financial Service
group, which reported to EEDA’s Board in January 2002 on the state of play in the sector. One such area
was the need for high growth technology based companies to have better access to sources of finance. As a
result of this a series of Angel investment fairs targeting high growth businesses have been delivered across
the region.

EEDA has identified a number of deficits in addressing innovation, and in technology transfer through a
number of studies into its key sectors and clusters. One example is the food processing sector, where
traditionally there has been a low level of innovation. EEDA is currently considering plans for a new food
science and technology network, bringing together the leading food based businesses with leading research
institutes in the region, such as Rothampsted, the John Innes centre, and the Institute of Food Research at
Norwich.

The Regional Innovation and Technology Strategy (RITTS)

The EC funded RITTS programme enabled EEDA to work with private and public sector partners to
identify actions which would improve the supply of innovation and technology transfer into the private
sector. An example of one of the outcomes was the EEDA-sponsored Young Foresight project in 65 schools
in the region, to enhance the Key stage 4 technology curriculum.

Innovation and Technology Audit

A tender for an East of England audit of technology strengths within the academic and research community
in the region has recently been commissioned by EEDA, in order to consider whether to establish a Science
and Industry Council. This will also inform future investment decisions, for example on enterprise hub
development, skills and workforce development initiatives, and innovation centre developments

Formal steering groups

Steering groups such as Innovation East and Manufacturing East have been established to advise EEDA
directly on innovation, technology and manufacturing development and opportunities in the region.

The East of England Business Start-up Group brings together a range of private/public sector agencies to
advise EEDA on its start-up strategies
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EEDA has a close and productive relationship with the Association of the Universities in the East of
England (AUEE). We participate on a regular basis with HE colleagues in discussing potential collaborations
to meet the higher level skills needs of the region. This now includes a “universities think tank” which
harnesses the research capacity across our HEIs for the benefit of the region. Once a year senior staV and
board members at EEDA meet with the Vice Chancellors of the Universities in the region to consider issues
of strategic importance to our organisations, and agree collaborative actions.

6. What Lessons may be Learned from RDAs’ Approach to SET, and from the Longer Experience of Scotland,
Wales and Northern Ireland?

Inter Agency RDA groups

EEDA has participated in a number of interagency RDA groups, to work with other RDAs on key policy
developments, and to learn from experience. EEDA have the lead responsibility for Skills and Chair the RDA
Directors National Skills and Employment group. The Cluster Managers group has enabled learning though
annual good practice conferences on cluster development. Most recently, 25 EEDA and non-EEDA staV

attended a conference in Birmingham, addressed by Lord Sainsbury, with a view to EEDA and its key
partners taking back key messages to the region for further investigation and development.

RINET (Regional Innovation Network) has enabled RDA Innovation managers to exchange good
practice. The network most recently visited Scottish Enterprise, to learn from their experience of delivering
innovation projects.

Scottish Enterprise

Recent meetings and discussions with Scottish Enterprise have helped EEDA consider a number of
developments, namely:

— Nano/microsystem development.

— The advantages of a proof of concept funds, and other initiatives to support high growth technology
based businesses.

— Successful models of delivering regional technology and innovation support though sub regional
bodies, in this case Local Enterprise companies (LECs).

— The close working relations between the Scottish Executive and Scottish Enterprise on
innovation policy.

7. Key Recommendations on Best Practice and Issues to be Considered

1. The joint RDA work on Microsystems and Nanotechnology (where EEDA leads) is an excellent
example of RDAs working together and shows the regional commitment to emerging technologies. As RDAs
increasingly become the knowledge base for emerging sectors and clusters, their role in innovative cross-RDA
collaborations becomes a powerful tool for growth.

2. RDAs could have a greater role in supporting the strategic direction of the funding of adult learning
currently delivered through the Learning and Skills Council. This could influence innovative approaches to
delivery that is more truly based upon business need. In the light of the RDA/LSC adult learning pilot and
the recently published HE White Paper, RDAs are positioned to deliver robust impact upon the important
axis between Further Education and Higher Education in meeting the significant technician level STEM skills
needs of business.

3. RDAs’ inclusion in developing Higher Education policy will increase following the White Paper.
EEDA’s excellent relationship with the region’s universities, supported through the Association for the
Universities of the East of England (AUEE) provides a sound foundation for EEDA to participate fully in
this expanding agenda, which covers teaching and learning, research, and knowledge transfer.

4. RDAs are ready and increasingly able to play an eVective role in the development of government policy.
The tendency of government to engage at regional level once policy has become an initiative can dilute the
focus and appropriate targeting when it is translated to regional and sub-regional level. At best this is a waste
of available resource and expertise.

5. The RDAs’ Tier 2 targets remain a stumbling block for delivery of complex and strategic activity at
regional level. It is recognised that longer term evaluation of impact is diYcult to quantify but government’s
acceptance that simple quantified targets do not measure economic development would be helpful,
particularly in the areas of innovation, science, technology and entrepreneurship.

21 February 2003
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APPENDIX 1

BOARD MEMBERS WITH SET EXPERTISE

Neville Reyner CBE, BSc (Eng), MBA, Hon DLitt, C Eng, FIEE, FCMI, FRSA. Deputy Chair

Neville Reyner was UK executive vice-president of Mitsubishi Electric Europe, leaving in December 1998
after 15 years with the company. He was responsible for six high-tech businesses which included semi-
conductors and cellular mobile phones.

He has been chair of Business Link Hertfordshire since 1995 and chaired Hertfordshire TEC from 1997 to
1999. He has been a board member of Invest East of England (formerly East of England Investment Agency)
since 1997, chair of Hertfordshire Chamber of Commerce and Industry and a director of PERA
International. He has chaired the East of England Euro Forum since 1998 and is chair of the University of
Hertfordshire Business School Advisory Board. He leads EEDA’s innovation and technology strategy work.
Neville is a Chartered Electrical Engineer, a Fellow of the Institute of Electrical Engineers, a Fellow of the
Institute of Management and a Fellow of the Royal Society for the encouragement of Arts, Manufacture and
Commerce.

Neville was appointed CBE in the 2002 New Year’s Honours list for services to business.

Chris Paveley, Board member

Chris Paveley is chief executive oYcer of the FLS Group which he founded in 1983 after gaining valuable
business experience in Japan. The company now employs over 240 people, providing outsourced facilities
management services for clients such as the Civil Aviation Authority, WH Smith, Boots, Royal Bank of
Scotland and Downing Street. FLS also provides call-centre and onsite technical support services for
manufacturers such as Xerox, Panasonic and BT.

Mr Paveley is deputy chair of the Essex Learning and Skills Council and was previously chair of the Essex
Training and Enterprise Council and a board member of the Essex Economic Partnership. He is also a
business mentor, providing advice to young entrepreneurs, through the Department of Trade and Industry’s
“Wings” project.

Memorandum by the East Midlands Development Agency (emda)

Introduction—the Regional Context

1. The population of the East Midlands is 4,172,179 (2001 Census First Release), of which 76.8 per cent of
working age people are employed, compared to a UK average of 74.3 per cent. The East Midlands is the
wealthiest region by GDP per head, outside the greater south-east (ie London, the South-East and the East
of England) showing growth of 2.15 per cent between 1992 and 1999, compared to 2.3 per cent for the UK.
This is against the backdrop of an economic structure that remains heavily reliant upon manufacturing,
particularly lower-value activities, and where the service sector is under-developed. Manufacturing accounts
for 22 per cent of jobs, slightly less than the EU average but high compared with 15 per cent for UK
national average.

2. Despite very low unemployment levels, earnings in the EM are relatively low. Only 3.5 per cent of the
East Midlands workforce is located in high technology services. In terms of the broader measure of
‘knowledge intensive services’, the East Midlands is even less well placed. Increases in hi-tech manufacturing
and knowledge services compare favourably with the EU average but we are rising from a relatively low base.
We have one of the lowest levels of ICT usage per employee in the country.

3. The region has a below average proportion of working age individuals with degrees or postgraduate
qualifications. Managers and Administrators and Professional occupations are under-represented in the
region. The region is also under-represented in knowledge intensive businesses, particularly among SMEs.

4. Conversely the public sector accounts for 55 per cent of employment in the region’s knowledge-intensive
sectors, with the majority contributed by education, health-related and public administration activities. This
tends to explain why on many measures of innovation the East Midlands is only an average performing
region. Also, the region is relatively weak in research infrastructure with few top ranking research
universities, public sector funded research laboratories, science and technology parks or research-intensive
firms.

5. Strengthening industry links with the region’s universities, research and teaching institutions is a vital
part of moving towards high-value and knowledge intensive economy. The region’s universities are working
together to improve knowledge exploitation through a number of collaborations such as the East Midlands
Science Enterprise Network, where all East Midlands universities are developing entrepreneurship
curriculum material for science and technology courses.
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6. University-based Innovation Centres are also an essential element of the region’s ability to focus its
research activities and build an international reputation for innovation. With few large corporate sites in
the region, links must be built into the supply chains of the most demanding customers, ensuring that their
requirement for excellence stimulates innovation in the region’s SMEs.

7. Current projects, initiatives and case studies showing how emda is approaching the development of
science and technology capability in the East Midlands region are included in Annex 1 of this paper. Regional
targets relating to SET include increased private sector expenditure on R&D and ensuring businesses have
the skills to exploit their innovations more eVectively.

How and to what extent does the East Midlands develop and exploit Science, Engineering and Technology
(SET) to stimulate employment, employment opportunities, regeneration, wealth creation and improved skill
levels?

8. The Regional Economic Strategy (RES) describes the challenges for the region up to 2010, in 12 strands.
Those relevant to this submission are:

— Innovation.

— Enterprise.

— Employment, Learning and Skills defined in the FRESA (Framework for Regional Employment
and Skills Action).

— International trade and inward investment.

— ICT.

9. Within each of these strands are examples of how the science base will contribute to improving the
economic performance of the region. It is important to note that emda sees Innovation as the successful
exploitation of new ideas. Innovative companies generally invest more in research and development, making
application of up to date science, engineering and technology essential. Examples of how this is being
addressed in the region include:

10. Fostering a culture of innovation through participation in sector based business networks and by
increasing the proportion of graduates employed, especially science and technology graduates. Target the
skill needs of priority clusters and sectors where there are identified skills gaps.

11. Exploiting Regional Research Strengths through the creation of a Science and Industry Council,
focusing the knowledge base to support emerging strengths in the business base. Create a network of
internationally recognised Innovation and Technology Centres which attract new research funding, new
businesses and new knowledge to the region. Build on the regional strengths in clusters, target groups and
international markets.

12. Improving knowledge transfer from research-to-business and business-to-business by opening up the
universities’ science base, supporting more science and technology start-up businesses, greater participation
in technology transfer schemes (such as SMART, LINK, Faraday Partnerships) and encouraging
collaborative R&D.

13. Providing eVective support for businesses to exploit the science and technology base by creating a web-
based “Innovation Road Map” to guide innovators towards available support. This will integrate business
support organisations and provide routes to help with assessing new ideas; finding finance for R&D, proof
of concept, new business creation and business growth; skills development provision; finding new business
premises, including for incubation; sourcing technical help and exploring new markets.

14. Increasing graduate employment in SMEs through linking up a range of undergraduate and graduate
support programmes including STEP, Shell Livewire, Get on with Graduates, TCS, New Business New Life.

15. Positioning the East Midlands to maximise opportunities oVered by EU Enlargement, in the area of
international trade development. Improve the linkages between international investment and trade
development activities through East Midlands International Connections, which incorporates higher and
further education alumni alongside established international activities such as Trade Partners UK.

16. The Corporate Planning process has changed the emphasis in emda’s role away from Regeneration as
a specific driver towards Enterprise and Innovation, Employment and Skills, and Sustainable Communities
as key drivers. We focus our eVorts on job creation, new business creation, increased demand for learning
and skills development and economic inclusion for the disadvantaged. In particular we are targeting jobs in
high technology and knowledge based technology services.

17. Emda supports the Year in Industry scheme for gap year school leavers and undergraduates. The
emphasis is currently on projects within the SET-based priority clusters such as high growth engineering,
bioscience etc.
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How do advances in SET and national SET policies and initiatives influence and inform emda’s strategies?

18. Regional policy is developed within the context of national and European policy. Emda undertakes
an ongoing revision of the Regional Economic Strategy with regional partners, ensuring that there is a
constant process of updating our knowledge base and tailoring our activities in response to regional needs.

19. A wide range of national policies influence emda’s strategies, for example the Knowledge Economy
White Paper (2001), the more recent DTI science and innovation policy document entitled “Investing in
Innovation”, the DfES White Paper “The Future of Higher Education”, the DTI’s Manufacturing Strategy,
OST and OECD publications and more. European Policy must also be monitored and the recent Framework
Programme six funding opportunities are currently being considered for RDA involvement.

20. Although emda itself has a significant number of employees with science or technology backgrounds
and qualifications, from first degree to PhD level, resources are limited for monitoring advances in SET and
policy development. We are therefore reliant on eVective communication channels with national government
agencies and also the external expertise within regional partners such as universities, Pera (who have
developed a number of DTI information services such as GlobalWatch) and high-technology businesses.
Emda Board members are also able to assist as they include the Chief Executive of a research association;
Chairman of an electronics manufacturing company; Managing Director of a new media company; Principal
of an FE College and the Board Chairman is himself a successful entrepreneur with particular interest in new
technology companies.

21. We have initiated the development of a model for a Science and Industry Council appropriate to the
region and foresee that it will become a vehicle for strategic regional debate on how to respond to
developments in SET, policy and legislation. The minutes of the first meeting held in December 2002 and a
copy of the presentation material are attached in Annex 2.

22. Emda does, however, maintain more detailed knowledge of the impact of SET advances on priority
sectors and emerging business clusters which have been identified as groups of greatest economic potential.
These include:

— High Performance Engineering—specifically Motorsports and Aerospace.

— Healthcare Industries —biosciences and medical technologies.

— Clothing and Textiles—fashion design and new technical textiles.

— Food and Drink—food processing technologies.

— Creative Industries—design, new media and virtual reality applications such as tourism.

— Environmental Industries—environmental technologies, waste management, recycling and energy
management.

23. In each case a Cluster Manager works directly with regional business networks and HE specialists,
encouraging companies to undertake R&D to develop new products and processes and to seek out new
markets for their innovative ideas.

24. With respect to SET skills development, the FRESA Forum, which includes LLSCs, Government
OYce, Regional Assembly, Local Education Authorities, FE and HE, is the collective voice of the region on
employment and skills issues. The National Skills Group, with directorate representation from all the RDAs,
is used by UK government to encourage joint RDA responses on policy development.

Does emda take full advantage of all available local regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

25. Improvements in levels of innovative activity are contingent upon the cultivation of good relationships
between the universities who create and disseminate new knowledge, and the business and industrial users of
such knowledge. This is not exclusive to the science base but also applies to business management,
organisational development and market intelligence—all vital aspects of exploiting innovative thinking to
improve business competitiveness.

26. In the first two full years of its existence emda spent some £9 million on activities relating to Innovation
and exploitation of science and technology, out of an annual budget of approximately £100 million. This
expenditure has achieved leverage of over £60 million by attracting £30 million to set up a Regional Venture
Capital Fund, £3 million to set up a higher education venture fund (Lachesis) and over £30 million European
Regional Development Funds (ERDF) in the Objective 2 areas of industrial decline where mining was the
main source of employment (this represents approximately 30 per cent of the East Midlands area and
approaching 50 per cent of the businesses).

27. The ERDF Objective 2 Action Plan, entitled “Supporting Technological Development & Business
Innovation”, aims to provide a framework for the delivery of Technology Development Services & Business
Innovation activities across the East Midlands Objective 2 area. Without this Action Plan such development
opportunities would be severely reduced and lessened in impact in this disadvantaged area.
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28. Another ERDF initiative that makes funds available for use across the whole region is the Innovative
Actions programme. This programme enables more experimental approaches to be taken to developing the
use of science and technology in our businesses. Emda was successful in winning a further £1.5 million over
three years to encourage greater usage of Information and Communications Technologies (ICT) in SMEs in
the region.

29. Faraday Partnerships are important mechanism for knowledge and technology transfer from higher
education to business. East Midlands universities have direct involvement in at least five of the 24 already
in place:

— INREB—Integration of New and Renewable Energy in Buildings.

— PRIME—PRoducts with Interdependent Mechanical and Electrical parts.

— FIRST—Faraday partnership for Innovative Remediation of Science and Technology.

— INTErSECT—INTElligent SEnsors for Control Technology.

— FPF—Food Processing Faraday.

30. The East Midlands FRESA has prioritised high growth potential clusters for workforce development
and ICT/knowledge transfer initiatives. There is also a great emphasis on management and leadership
development to encourage the demand for workforce skills development as an integral part of business
growth strategies. The number one challenge for emda is to drive up demand for higher skills from regional
businesses to ensure improvement in business productivity. An application has been made for European
Social Fund Objective 2 funding entitled “Learning and Skills for a Competitive Economy” to provide high
quality skills and management training which is aligned to the priorities of the FRESA including ICT and
knowledge transfer.

How does emda reach decisions on financial support for SET? How should success be judged?

31. Emda’s role is primarily as a catalyst for change and to achieve our objectives to be a competitive region
with a vibrant economy we must work closely with regional partners, influencing their plans and objectives
to make best use of our combined resources.

32. The Regional Economic Strategy is the result of research and consultation with all key stakeholders
and so any decisions made by emda on financial support for any project are made within the context of its
relevance to the RES. Emda’s Corporate Plan details the agency’s own objectives within the RES and so
decisions must also be made on the basis of a project’s contribution to regional and emda targets. Targets are
influenced by evidence of regional need, sector-based needs analysis and leverage opportunities.

33. SET is seen as integral part of the Innovation Strategy element of both the RES and Corporate Plan,
as described briefly in paragraphs 11–15 of this paper. Individual Cluster Development Plans identify specific
areas of weakness allowing targeting of funding to strengthen business development opportunities. The
FRESA also acknowledges the need for skills development in SET sectors and provides a framework for
development from basic to higher levels.

34. Sub-regional Strategic Partnerships are currently being developed as a major new approach to
delivering economic development and so their emerging plans and objectives are a further consideration in
making decisions on financial support for SET projects.

35. Core government targets of job creation, new business creation, learning opportunities, development
of brownfield land and investment benefiting deprived areas are the primary outputs that proposals must be
assessed against. Additional targets identified by emda include science and technology spin-outs, cluster
development activities, increased use of ICT, graduate recruitment and improved access to finance.

36. All of these are seen as elements that will contribute to the ultimate targets of improvements in GDP
and productivity improvement (GVA). We want to attract higher value-added industries through inward
investment by marketing the region’s knowledge base and ease of access to it, quality of business support,
access to finance for business start-up and growth, skills available and opportunities for development.

37. In common with all RDAs, emda’s Appraisal Process to approve funding makes checks on outputs,
relevance to all appropriate plans and strategies, value for money, additionality, risk, sustainability, equal
opportunities, corporate governance issues etc. These procedures comply with NDPB Financial Procedures
and Guidance. A new programme management tool, Portfolio Director, is being introduced to assist in future
tracking of finance and outputs of projects. Evaluation and monitoring are integral elements of every project.

What lessons may be learned from the RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

38. It is early days in the development of the role RDAs with respect to SET, as science was not identified
as a key driver when they were first established. The need to develop a culture of innovation for
competitiveness soon became clear, however, and all RDAs recognise the need to increase levels of knowledge
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about science and technology and the ability to apply that knowledge eVectively. There is now a great deal of
interaction on innovation matters between RDAs and also with Scottish Enterprise, the Welsh Development
Agency and Invest Northern Ireland. For example, Innovation and Cluster Development leads across the
DA network meet periodically and are comparing strategies, initiatives and how to measure success so as to
identify lessons learned. Scottish Enterprise in particular has been very willing to share their experiences in
the fields of Cluster Development, Innovation and exploitation of intellectual property.

39. Collaborative working across the RDAs is also increasing. For example, emda is working closely with
Advantage West Midlands on establishing a Midlands Aerospace Alliance; emda has led four RDAs to take
forward a strategy for developing motorsports in the UK; Medici is biosciences based collaboration between
East and West Midlands universities with both RDAs’ support and there are opportunities emerging for
developments in one region being adopted by another, enabling sharing of information and investment.

40. Early learning includes the need for better quality information about our companies—not just their
size or sector but their capabilities. We have also learned that in some sectors such as food processing, there
is too little connection between scientific and technical research and the companies themselves.

41. Planning cycles have tended to be within-year in the early stages of RDA activity and the single pot is
now enabling longer term planning of projects. This is key in developing new initiatives and also in
integrating our activities on SET with government planning cycles. A common problem for those delivering
support to businesses is that initiatives are set up for two or three years and then run out of funding—this is
a situation we hope to avoid so that such initiatives are allowed to become well-established, are well
recognised and understood, and are able to adapt to changes in the business environment rather than
disappear.

42. Also, it is important that the RDA role is clearly about bringing people together from public, private,
education and voluntary sectors to stimulate bringing fresh ideas to life, especially in the technology transfer
environment.

Summary of key recommendations on best practice and issues to be considered

43. Continue to develop networking opportunities across development agencies at executive and
operational levels with government departments to share best practice and jointly develop policy and
forward plans.

44. Aim to link regions earlier into the development of national policy now that we have three years’
experience and better quality information about our regional economies. Timescales for regional activities
have tended to be shorter, making it diYcult at times to dovetail funding decisions into the RDA annual
budget cycle with changes made at national level.

45. Aim to avoid the current situation where RDAs have to put a great deal of eVort into co-ordinating
the activities of many government departments and directorates and other national agencies at regional level.
Improved co-ordination and communication of documents, reviews, reports, publications, research and
future plans would assist greatly in helping RDAs prioritise their activities.

46. Managing partnerships has emerged as a vital element of an RDA’s activities and staV numbers, skills
and specialisms have to be adequate to ensure it is eVectively carried out. For stimulating SET activity, the
HEIs are our most important partners and so future funding of HE outreach to business is important for their
future relationship with RDAs. A greater role in co-ordinating such funding at regional level is very welcome.

47. Moving forward, the FRESA will be a key vehicle to address SET skills issues at regional level with
key stakeholders including employers, addressing both the demand and supply sides for SET skills at all
levels. Again, managing the interaction between a wide range of deliverers, practitioners and customers is
the main challenge for RDAs.

February 2003

Annex 1

Summary List of Projects/Case Studies

1. EMSEN—East Midlands Science Enterprise Network—all the region’s universities are collaborating
to develop entrepreneurship and business awareness curriculum material within science and technology
courses. Part of a Science Enterprise Challenge II project; funding—£2 million OST, £300k emda over
three years.

The main aim of the SEC proposal is to promote enterprise skills development and commercialisation of
research in the HE sector.
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Main outputs will be 4,000 undergrads and postgrads learning about enterprise and innovation; 70 real life
business projects; 120 student placements in regional businesses; participation of 120 academic and admin
staV in Entrepreneurship Professional Practice courses; assessment of 200 ideas and formation or incubation
of 30 spin-out companies; student enterprise and business planning competitions; curriculum design and
delivery.

2. EMIN—East Midlands Incubation Network—working to create a networked support infrastructure
both to incubated new businesses and those who support them; initially involves five of the universities but
will extend to involve all incubation facilities in the region. UKBI is currently undertaking an audit of those
facilities so that each type can be categorised, for example, to show how closely it links to HE or that it is
sector-focused.

Funding: £3.2 million HEIF; £250k emda over three years.

Main outputs: 126 businesses incubated; £13.5 million investment capital secured; 691 jobs created; 769
businesses/entrepreneurs supported by the network.

3. Medici—collaboration across two East and three West Midlands universities to foster a climate of
entrepreneurship in those undertaking research that has commercial applications in medicine or biosciences.

Funding: £2 million HEIF; emda and AWM funding being discussed.

Main outputs: 5 Fellows per university who will be capable of assessing the commercial potential of
research in their own departments; each will be in post for one year and will attend a course in business and
commercialisation issues; additional experiential learning will take place while developing a portfolio of
commercial proposals and liasing with businesses, investors and the inward investment activities of both
regions.

This project specifically supports emda’s Inward Investment activities, where 19 out of 24 recent successes
have been in SET sectors.

4. BioCity—collaboration between Nottingham Trent University and the University of Nottingham to
create 12,000 m2 of world-class laboratories, state-of-the-art equipment and extensive oYce space in one
building, providing ideal facilities for scientists and entrepreneurs working at the forefront of
commercialisation of research and development within healthcare and biosciences sectors. A building was
donated by BASF and emda has contributed to the development of a managing company and the first stages
of refurbishing oYce and laboratory space. Emda’s Healthcare Cluster Manager has been involved at every
stage of this exciting development and the Chief Executive sits on BioCity’s Board.

5. East Midlands Science and Industry Council—the first meeting to discuss how we might develop a
Council in the region took place in December 2002 and agreed that after a review of the HE research strengths
and private sector R&D capacity we would meet again to debate how the concept should be taken forward.
The presentation material and meeting notes are attached in Annex 2.

6. Lachesis Fund—a collaboration to create a £4 million seedcorn fund to transform innovative research
into commercial reality. Five proposals have been approved for Pathfinder activity and subsequent
investments totalling £420,000 so far.

7. Innovation Fellowships—three universities have developed a scheme which enables academic staV to
“buy out” time from their normal duties to further develop an idea with commercial potential, leading to
higher quality commercialisation proposals; majority of applications for grants—anything from £2,000 to
£20,000 have come from science-based opportunities and are now presenting good quality proposals to the
Lachesis Fund. Approximately 12 per cent of the £550k funds from HEFCE (HEROBC II) were reserved
for Regional Fellowships where proposals were invited for projects of regional impact.

8. InnovationOnline—a collaboration between all the region’s HEIs to develop an online regional gateway
to science and technology expertise of relevance to businesses that is available within the HE community. The
HEIs are now considering how to develop a single point of referral for businesses so that there is a gateway
to the whole of their activities which is integrated with the other main forms of business support such as
Business Link and sector-based forums.

9. New Technologies Institute for the East Midlands—this East Midlands consortium, led by De Montfort
University, combines the training, research and business development talents of all the region’s universities
and twenty further education colleges to create new learning opportunities, ensuring access for SMEs to the
latest science, technologies and business knowledge base. The East Midlands NTI will be working in
partnership with East Midlands Development Agency (emda), the Local Learning and Skills Councils
(LLSCs), the Small Business Service and the business community to ensure that the knowledge and expertise
in the region’s universities, colleges and other organisations are used to best eVect for the education and
training of individuals and businesses in the region.

Funding: £2.4 million HEFCE; £200k emda over three years.

10. East Midlands Manufacturing Plan—makes explicit the link between the Government’s
Manufacturing Strategy and the activities in place at regional level. There are 16,726 manufacturing
companies in the region employing 383,360 people, 22 per cent of employment in the region. The sector is
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low-wage, low qualification and relatively weak in terms of application of new science and technology;
however, the establishment of two Innovative Manufacturing Research Centres at Loughborough and
Nottingham Universities will greatly strengthen the availability of the latest knowledge on new technologies
and their application in manufacturing.

11. Regional Business Acceleration Centre—an ERDF project delivered by Pera which provides
integrated and coherent business support to innovative companies that are entering a growth phase. Target
companies will typically be SET-based and ready to invest in new technology but require support for crucial
decisions relating to capital investment.

12. Textile Resource Centre—to support new product and process development within the textiles
industry; technical textiles is clearly a new opportunity for businesses in this sector which is generally
considered to be in decline due to low-cost competition overseas. Greater emphasis will be placed on higher
levels of innovation and diversity resulting in greater retention and enhancement of value-adding skills,
products and services.

Centralised business support services will include design management, marketing, business administration,
training, IT services, productivity improvement and the provision of a technology centre, exhibition area and
fashion showroom. The technology centre will demonstrate the latest machinery for textiles and clothing with
the additional support of materials and design specialists to assist with product and process innovation.

13. Feasibility study for the creation of a regional test bed for Global Navigational Satellite System,
ensuring that it can be used to deliver state-of-the-art mobile communication services immediately as well
as for research; services which will benefit could include traYc management (Nottingham is one of the most
congested cities in the UK), assisting emergency services, flexible and responsive public transport services,
environmental impact monitoring and tourism.

14. Black Science and Culture Festival to be held at the National Space Centre in Leicester in June 2003,
aiming to encourage young black people to consider a career in SET, using role models such as Dr Guion
Bluford, the first black astronaut at NASA.

Annex 2

East Midlands Science and Industry Council

Strategic Discussion—16 December 2002

Attendees:

Martin Briggs, Chief Executive, emda

Dafydd Davies, emda

David Brown, Arthur D. Little Ltd

Professor Bob Burgess, University of Leicester

Professor David Chiddick, University of Lincoln

Professor Ron McCaVer, Loughborough University

Professor Don Grierson, University of Nottingham

Professor Philip Tasker, De Montfort University

Professor Freda Tallantyre, University of Derby

Dr Ian Wilding, Pharmaceutical Profiles

Nick Peacock, Rolls Royce

Trevor Palmer, Nottingham Trent University

Jenny Smith, EMUA

Apologies: Professor Hugh Matthews, University College Northampton

Simon ProYt, AstraZeneca

Jane Todd, Government OYce for the East Midlands
Tony Kildare, Director of Economic Development, emda

Philippa Ryan, Innovation Policy Advisor, emda

Discussion Notes/Action Points

Following the presentation by David Brown the group discussed the merits/disadvantages of the example
models and the role of collaborative research in assisting the East Midlands to achieve its economic
development objectives.
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It was accepted that commitment would be required by HEIs, industry champions, private and public
sector to make such a model work. However, it was felt that research should encapsulate social science as
well as science disciplines. Collaborative programmes would need to be on a suYcient scale to be attractive
both to large companies and to universities.

It was recognised that many good things were going on in the region to support innovation, enterprise,
knowledge transfer and economic development. However, it was felt that more eVective focus/leadership was
required to eVectively galvanise and prioritise activities. The decline of some major corporate businesses
meant that more emphasis should be placed on the need to work with consortia and “clubs”, based perhaps
on sectors or supply chains.

This raised a number of questions:

— Is the science council model the right approach?

— Are there other ways of creating inclusive focused networks?

— Are there other ways of stimulating open interaction?

— How can a collaborative model be put together?

— What should the structure look like?

— Who will take ownership?

While it was agreed that there was definite scope to consider bringing such a model together, a sound basis
of information was essential in order to define the best model for the region and resolve these issues. Current
work would provide the necessary mapping of HEI activity but did not cover the private sector. The group
was concerned that while two pieces of research are currently being undertaken by EMUA (innovation map
and research profile of HEIs) the momentum in the intervening time period should not be lost.

The following action points were agreed:

— Revisit the issues above on completion of the current two research projects (late March).

— Parallel research should be undertaken to understand business R&D capacity/scale. It should
address both the science base in the private sector, and the eVectiveness of firms’ engagement with
the universities and the region in relation to science.

— Identify and engage with potential industry champions/key industrialists via the parallel study.

— An understanding of current resource distribution for science and research projects/schemes within
the East Midlands.

Liaison between the EMUA studies and work on the private sector was necessary in order to provide a
coherent picture of the region’s science base. A clear understanding of the above points is required to
determine the type of model/approach that could be used and give a realistic indication of the resources
available to make such a model work ie leverage for real action and cooperation which will have inclusive
benefits for the private sector, HEIs and public sector.

Note: PowerPoint presentation file attached separately.
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Examination of Witnesses

Mr Norman Price, Board Member, and Ms Hilary Chilton, Head of Innovation, Advantage West
Midlands; Mr Neville Reyner, Deputy Chairman, and Mr Stephen Holton, Director of Enterprise
and Innovation, the East of England Development Agency; Dr Ron Whittaker, Board Member, and
Mr Martin Briggs, Chief Executive, the East Midlands Development Agency; examined.

reasonable time, I have asked my colleagues, and IChairman
am asking you now, to try to be as brief and succinct

71. Good afternoon, lady and gentlemen of the as possible. So, let me start with the first question. A
panel. You are welcome, and thank you for coming. number of RDAs have emphasised the importance of
I also welcome the members of the public behind you. having a world-class SET base in the region to
Could I start by asking each of you, please, very underpin the development of high value-added,
briefly to introduce yourselves for the record? knowledge-intensive industries, and to stimulate

(Ms Chilton) My name is Hilary Chilton. I am innovation in existing companies. How and in what
Head of Innovation at Advantage West Midlands; way is that SET base important to the RDAs’
and the role basically is the development of the agenda, and, more importantly, how can it be more
Regional Innovation Strategy, which includes eVectively harnessed?
aspects of science, engineering and technology, and (Mr Reyner) Lord Patel, I would like Normanbroader issues around encouraging innovation for Price to lead on this one.the region in the wider sense; and then making sure

(MrPrice) I would like to start just by emphasisingwe develop programmes which implement the
how important we do believe it is, and why we thinkStrategy.
it is important. Fundamentally, we are about
generating wealth in the region, and if you look at the72. You are also very good at looking after us when

we come to visit.1 evidence it is high R&D investment which is what we
are about and the exploitation of that, which(Ms Chilton) Thank you.
generates growth. It generates growth in sales(Mr Price) I am Norman Price, a Board Member
activity and, if you look at the evidence, the highof Advantage West Midlands where I champion
R&D sectors have probably greater than 10 per centthree things: access to finance; manufacturing; and
growth per annum. It is higher labour productivity,innovation. In my other life, I am chairman of three
which obviously is part of our objectives, you couldsmall businesses, one of which is a main market, high
argue it is something like, for £1 of R&D pertechnology business, a spin-out of Durham; and a

long, long time ago, an Imperial College physicist, so employee, probably you would get £2 of added value.
actually I do have a minor science background. It is also survival of existing international businesses.

I will make a point which perhaps is not normally(Mr Holton) Stephen Holton, Director of
Enterprise and Innovation at the East of England made, and you would expect me to make this, being
Development Agency. My remit covers those two a West Midlander, but people tend to forget that
words particularly, which is the business-facing side some of the old businesses are incredibly high R&D-
of the RDA, in terms of innovation, business intensive. If you look at the car industry, people
support, but also I have the skills remit under me, forget that the automobile industry is the second
which tries to link in the skills of business that are highest R&D sector in the world, £35 billion to
needed in the region. £40 billion of R&D worldwide. The norm is

(Mr Reyner) I am Neville Reyner, the non- something like 4 per cent of turnover in R&D in the
executive Deputy Chairman of the East of England car industry; so if we are not investing at that rate in
Development Agency. I have been in post for four our car industry then we are going to fall behind, but
and a half years. I champion innovation, if we are investing at that rate then we have a chance
manufacturing, also chairing the Nanotechnology of being up there with the leaders. So it is not just the
Steering Group. I am a chartered electrical engineer, new industries, actually it is carrying on with the
and formerly I was the UK Executive Vice President existing stuV. It is the diversification of our existing
of Mitsubishi Electric. base, middle-sized businesses which have got into

(Mr Briggs) Martin Briggs, the Chief Executive of straight-jackets, and they need a way out, they need
the East Midlands Development Agency. to base that on knowledge. And, last of all, in a sense,

(Dr Whittaker) My name is Ron Whittaker. I am a spill-over benefit, that investment in R&D in an
a non-executive Board Member of the East Midlands activity tends to give some benefit alongside. There
Development Agency, where I concentrate on has been a lot of research done and probably it is 10
business-related aspects of enterprise, innovation or 20 per cent return on capital above what the
and clusters. My full-time job is chief executive of a company spends comes out to the economy. That is
research and technology organisation, SATRA all based on the company R&D, so that is why that
Technology Centre, based in Kettering, in amount of R&D is particularly important to us. I
Northamptonshire, which employs 190 people. It is a think, in terms of harnessing R&D, it is an extremely
research and technology organisation for various diYcult issue, which is why it is a good question, and
consumer product industries. it is back into the demand area; but I think there are

diVerent aspects of harnessing, depending upon73. Thank you very much. Now, we have got quite
which of these types of R&D you are talking about.a lot of questions for you and, to try to finish in
If you are talking about start-ups then we have got to
harness it in a particular way, in terms of financing1 Ms Chilton had lead responsibility for the Sub-Committee’s
and spin-outs and incubators. If you are talkingprogramme when it visited Advantage West Midlands on 29

January 2003, see Appendix & num; of the Report. about large, like the automotive industry, then we



50 minutes of evidence taken before the

Mr Norman Price, Ms Hilary Chilton,
4 March 2003] [ContinuedMr Neville Reyner, Mr Stephen Holton,

Dr Ron Whittaker and Mr Martin Briggs

Chairman contd.]

would harness in a diVerent way, which could be So that demand end of that equation, I think, is one
of the fundamental challenges that Developmentresearch institutes. If you are talking about middle-

size businesses, in that case, I think we have to Agencies, with their own business-led boards, bring
to this.develop some newer institutions to pull those in. So,

whatever we are trying to do in those sections, we
have to harness it in a diVerent way.

(Mr Holton) Norman has made the point that the Lord Freemanbulk of R&D is not to do with higher education,
actually it is to do with companies and their own in- 76. I would like to ask a question about the levers
house expertise. Just specifically in some regions, that both the RDAs and the private sector business
particularly the East of England perhaps, where and industry have for increasing business demand, to
there is a very high level of university and draw from the science base, for technology. So, first
organisational R&D per capita, then it is quite of all, if we can deal with the RDAs, what are the
apparent that SMEs have a lot of diYculty extracting mechanisms by which you encourage business
the high quality research, particularly from demand for the science base?
universities. The question of how can it be more (Mr Reyner) I think that all RDAs have and have
eVectively harnessed has a whole lot of things around started to develop cluster strategies, and I think there
access into exploiting that R&D. How do we get into is an issue about whether you can create a cluster,
the best universities? How do we find a route to what that is perhaps another interesting question; but,
is happening there? How do we publicise that certainly, where existing expertise, critical mass,
information for the good of the businesses, both could base this already, that the RDAs can work with
small and otherwise, in the regions, so that then they the local authorities in areas of developing planning,
can make an approach to the university in a aVordable housing, transportation, and so on, so
structured way? that you can start to see a more stimulated cluster

develop. But another lever, which is often not fully74. So what is not being done to harness it more
appreciated, I think, is that, in terms of spin-out, it iseVectively?
incredibly important for spin-out from the(Mr Holton) I think that there is a lot of great
commercial consultancy business, higher educationR&D, particularly the R, but that is not as important
to consultancy spin-out, and particularly spin-outfor companies, it is more the development. The
from consultants, in fact, it is arguable that there isresearch is not well publicised, it is kept pretty much
more spin-out from consultancy creating morewithin the wheels of the universities.
business demand than there is actually coming out of

75. So what will bring that out? higher education, and that would be the case, for
example, in Cambridge.(Mr Holton) One of the things we are doing is to

find best practice amongst the universities to tackle (Mr Price) Can I just get underneath this concept
that market. So, for example, with Cranfield, which of demand a little bit, because I think there are
is a university which has very strong business links, diVerent aspects of demand. Just to make it clearer to
they have got a very good model for taking IPR and me, I put it as awareness, ambition, aVordability and
talking to their companies about it; we want to abilities, and there are weaknesses in all of those
spread that around the other investors in our region, areas. Are people aware that there is that stuV

in the East. around and they can make something of it? We can
do with things like clusters, getting the science base(Mr Briggs) I think a very important issue here is

the demand end of the equation of harnessing the and the industry together. I think the ambition is
quite a diYcult one, because it is about why shouldstrength of the academic base, and I know the

Committee has had already some discussion about we, why should people make that eVort, so it is the
drive. I think there is something aboutthe role the cluster policy plays in Regional Agencies’

view of the world. I would observe that clusters really entrepreneurship, that we have got to get some
publicity to that, and, of course, that has suVered aare sort of an organisation principle but a pragmatic

way of bringing collections of business together, little bit in the last two years, but we are starting to
get that roller-coaster of big businesses, universityparticularly to harness innovation and technology

transfer themes through exchange of best practice professors making money, and there are some
ambitions coming through. And, of course, that hasand interconnections with academic institutions. But

that works very diVerently in diVerent sectors, in come back a bit recently. The aVordability angle, I
think, is something that people forget. In the end,practice. Taking just two examples in the East

Midlands, the sort of work that we are doing in the there has to be the risk-reward ratio, there has to be
the financial resources, and one of the levers we havebioscience arena, through Medilink, and through a

major university innovation centre, BioCity, which got would be to help with some of those financial
instruments. We have got reasonable venture capitalbrings together Nottingham University and

Nottingham Trent, is a very diVerent sort of work funders. OST actually have helped with the
University Challenge funds, and I sit on the board offrom some of the work that we are doing with our

clothing and textiles cluster. Often, that is regarded one, and I think it is working extremely well, we have
got about 15 businesses which we spin out. So thoseas a sector very much on the defensive and going to

evaporate, in jobs terms. That is not actually the case. financial levers we have started on. In my view, there
is still a lot to do, because I am not absolutely sureThere are plenty of opportunities, and plenty of small

businesses taking advantage of serious innovation the venture capital route is necessarily the right one,
because of the long time for some of theseand technology transfer opportunities to carve out

very important niches, including technical textiles. investments to come to fruition. We have to do more
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on the financial levers that actually will impact on the capital companies are looking now, as I said, for
dead certs, but they are looking for the quality ofaVordability, because that will aVect dramatically the

demand side. management more so now than they ever did.
(Mr Price) It might not just be money, of course.77. I think this is such an important point, I should

There are ways round this. For example, a lot of thelike to develop it a bit more. Are we talking about the
stuV that comes out of the university may not evenamount of money at the precise moment in the state
have proof of principle, and so we need activity toof development of a spin-out, or start-up; that should
move it to something you can really use. If we canprovide the money? Is it in partnership with the
develop institutions—that was why I said we mayprivate sector, or is it just RDA money? Is it debt, or
have an institutional issue—to take it on the proof ofis it equity, is it grant?
principle to something where definitely you have got(Mr Price) I think the answer to that is, yes, a product and you can perceive a market then thefundamentally. I think we have started to do quite risks are a lot lower, so the risk reward balance iswell in the early stage, with some public interventions diVerent. You can then get the money to do it. But ifalongside private money, and those are very good. you try to put expensive venture capital right in at theNow, at this moment, there is a major problem in beginning, if you do not watch it, you have got asecond stage. Anything above half a million pounds, discounted cash flow of virtually nothing. You justthere is a major gap appearing; and, if a gap appears cannot do the sums. You need a diVerent instrumentthere it will stop the first stage, because it is an perhaps. And I think they are some of the things thatescalator. we are all looking at, Development Institutes that

78. This seems to be a common point, my Lord move the thing forward, in a more aVordable sense.
Chairman, that has been mentioned not only in the (Mr Reyner) I think that, on that point, in
evidence we have heard so far but in our previous Scotland, they have something like another
report, it is half a million pounds up to, presumably, £3 million proof of concept fund—it is actually a
where the VCs— grant. We do not have that availability in the

(Mr Price) That is a movable feast, I think, and English regions.
some VCs would say that they are below that, and
they are, if it is very exciting. It is a question of

Lord Freemandegree, is it not; if you know you can get a 70 per cent
return then you will put in your money at below. So it 81. Is it because there is no money, or because there
is not just about the availability, it is the cost thereof. is a point of principle, they do not want to do it, or

(Mr Reyner) My Lord Chairman, I think the cannot do it?
venture capital companies today are looking for dead (Mr Reyner) It is not our call, I think it would be
certs, and that is not actually that available just now. the DTI’s call, or the Treasury’s call, perhaps, I am

(Dr Whittaker) They need grants, that is what they not sure where that decision is made; presumably, it
are saying; the developing company probably needs is made in the Assembly.
grants to get them over a certain point, particularly
the second-stage funding, rather than venture
capital, and there is nothing in the opportunities that Lord Wade of Chorlton
are about, indeed, in DTI or anywhere else, to fund

82. Will you not agree that that is a lot to do withthis second-stage grant support, anywhere.
Treasury policy on the regulatory aspects of any
money that is made available to you, and through
you made available to venture capital or funding ofLord Mitchell any kind?

79. I think it is fair to say that, probably, the VCs (Mr Price) I am not sure that it is Treasury policy.
start kicking in above £5 million, is that the sort of We could be in state aid issues with European policy.
figure? But, having said that, I think if we are determined

(Mr Price) About £1 million to £2 million, I think. enough, and I think we are starting to become
And we have been forgetting the VCTs, because determined enough, then we should be able to find
venture capital trusts, of course, tend to be pretty ways of doing some of this.
active to about the £1 million. 83. Is there a commonality amongst your three

Regional Agencies to take a unanimous view, and do80. But when you implied that they do not really
want to get into anything that is associated with risk, you find a similar view amongst other of your

colleagues in other regions? Because it seems to mebecause I think you implied that, and I am sure that
is true, do you see that as a reflection of just the tough that there has not been a suYciently powerful case

made to Government about the issues you are nowtimes at the moment, or do you think it is how this
industry has evolved? talking about, which is making the provision of seed-

corn funding and gap funding, etc?(Mr Reyner) It is a reflection of tough times, there
is no doubt, in terms of the VC community; and in (Mr Price) I think, to be fair to the Government,

the regional venture capital fund and early growthmany cases funds have been giving the money back.
Now, will that change; if you relate VC money fund which is being bid for at the moment, is a

national initiative. So there are things happening inparticularly to high-tech, yes, it will change, but it is
that scale below where the RDAs or Government that national arena, and I think people are pursuing

those, but also the regions are pursuing their ownperhaps can have in the seed-funding, that sort of
first phase, if you wish, and then moving up to funds but we are learning from each other’s access to

finance structures, and all the regions talk to eachventure capital. But then, again, a lot of venture
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other and try to understand what can be done. I would rather like to connect into it and draw out of
it more, so that you can get buy-in from non-know there has been some debate with Europe about

a framework for the way this can be put together and Cambridge-related stakeholders throughout the
region. So we have a view about high-tech corridorsstill stay within state-owned rules, and you learn

about things. The guaranteed funds that are used in which would link into Cambridge, and would have,
in fact, seven, with enterprise hubs at each of thoseEurope are enormous, compared with what we do in

the UK. So there are a number of mechanisms that points, and interconnected accordingly. If you look
at, say, Ipswich, where Adastral Park is developingare starting now, as the RDAs get their own

confidence to drive the agenda, which I think are and we, as an Agency, have been putting a lot of
support into that area to create the Cambridge/starting to emerge, and we might see some major

change. Ipswich high-tech corridor; also it helps, as it
happens, in Ipswich, because the postcode is IP so(Mr Briggs) I think Norman’s point about the
they use it as IP City, but it is true, they do use it forconfidence in going forward with this is very
marketing. So I think that we are looking at thatimportant. I think there are two elements to that.
experience and trying to emulate that across theThere is one sense, in the English regions, of going
region as a whole.with the grain of innovation policy at national level,

but also there is a sense of the degree of resource
85. Yes, it is interesting what you have said there,available. I think the equity gap we referred to earlier

but what you have not been able to say is that it wason is not some sort of magical or pre-ordained issue,
the result of specific action that created the success init is that thinking around regional venture capital
Cambridge in the first place. Was that the result offunds and the level at which they ought to find a place
somebody’s policy, or was it the result of thein the market has now been overtaken by events, and
entrepreneurship, the ability, all the events, thatthat, in my experience over ten or fifteen years, has
suddenly created it; and, if it did, what do thehappened constantly, we have not moved fast Regional Development Agencies know about whatenough with that. I think the other big issue for triggers that success so that they can use it in areasEnglish Regional Agencies, is the whole range of where it is not happening? It is an issue which, I mustactivities in which they are looking to make a admit, we have explored quite a bit, and have not yetdiVerence with their partners, an economic impact, had a satisfactory answer; so you have got anand, therefore, while things like investment, opportunity to tell us the answer to that question?readiness and developing the equity funding are

(Mr Reyner) I think what it is, I do not think in theimportant parts of the picture, there are a lot of other
case of the example I talked about, certainly in thepriorities crowding in there as well. So I think partly
early parts of the sixties, what it was more to do withit is confidence and partly finding the headroom and
was like-minded people taking that risk, and facilitiesthe inventiveness to leverage in more funds than we
to take that risk, in that particular area; now that ishave seen in the English regions until now.
an enterprise culture, if you wish, that entrepreneur
culture is not so obvious or evident in certain other84. If we can just move on to another aspect of this,
parts of the region. And that is what we would wantwhat evidence is beginning to emerge about the value
to try to simulate; but, originally, I think, to beand impact of science, engineering and technology
honest, it was people’s like-minded way of wanting toexploitation on the performance of the regional
be successful and spinning out and that was aeconomy; and where are the gaps, if there are any bits
natural thing.that you have understood but do not have a

mechanism yet to fill, if you like, that might be (Ms Chilton) I can follow up on that, my Lord
Chairman, for the West Midlands. What we areneeded to be taken to be addressed here? I suppose

what we are seeking with this question is to trying to do is identify where in our region there are
similar conditions to what is happening inunderstand, when you move into a particular project

that tries to develop SET, how confident are you that Cambridge, and so we have identified our high-
technology corridor between Birmingham andit is going to work, how confident are you that it has

made any diVerence when you have done it, should Malvern, which takes in Birmingham University,
Aston University and QinetiQ (DERA) capabilities,we be doing it at all?
and looking there at how the combination of people(Mr Reyner) May I take that question, by talking
with the real drive for change and knowledge of thejust about the Cambridge sub-region? You will recall
highest kind can be applied, so that networking canwhen I said that consultants were also quite
happen and really create sparks within a sub-region.important in the spin-out of companies. Since 1960,
So we have a piece of work ongoing to look at whatsince the spin-out of Cambridge Consultants from
really makes it tick and what the people involved inthe University, there are today in the Cambridge sub-
Cambridge feel about being involved, why they wantregion some 1,500 high-tech companies, employing
to be involved, and see if we can bring that back intoaround 44,000 people, with turnover revenue well
our sub-region. But it is very specific, we are notover £1 billion, and, if you wish, it is a jewel in the
trying to do it everywhere, it will not workcrown for our Regional Development Agency.
everywhere.However, it is not a jewel in the crown for other parts

of the region, so, as you say, there is a gap. What we (Mr Holton) Yes, and perhaps just to add to that,
I think, very much in the Cambridge model, whichhave been tending to do to our strategy is try to create

a mechanism and infrastructure, if you wish, where seems to be one that everybody round the world
knows, it is the very specific addition to helpingwe can actually emulate that success which is in the

Cambridge sub-region in other parts of the East of businesses run and be created, but actually know the
diVerence. So the companies attracted the universityEngland. Now we would not seek to export it, we
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and then the companies attracted venture capital this section? The first is to ask Mr Price, very briefly,
and perhaps by way of a note to the Committee, if hepeople, they attracted specialist lawyers who dealt

with IPR considerations for that particular would prefer, just to develop the very interesting
point he made about development institutes2, andtechnology, so therefore people understood

biotechnology, or understood ICT, and so on, you then, when very kindly he has made a few comments,
to turn to the other two people who do not mind whatlistened to the business case and you could assess it

for its risk, property consultants, specialists. And they say about our Select Committee because it will
not aVect their careers, in other words, Dr Whittakeronce you had got that range of consultants and

advisers and companies, all making their own and Mr Reyner, to ask if they could comment on the
feeling that some of us have, round the table, that wemoney, who were able to advise the individual

company start-ups, that was when the explosion have got initiative overload and agency overlap? And
one example would be the Small Business Service,occurred. And the best way to create that again, in

any region, is to do the same thing, to provide a and if we could just take that as an example, how the
RDAs interface with the Small Business Service, inforum where people can come in and give business

advice to those companies at the various stages of trying to encourage businesses to take up more from
the science base?their growth.

(Mr Briggs) I think we should draw a distinction, (Mr Price) Yes, my Lord Chairman, on the
institution issue, just to give an example of open-my Lord Chairman, in this discussion, between

assessing the micro-impacts and assessing the macro- mindedness, it may not be the solution, but there is a
current debate about charitable status going on. It isimpacts on regional economies. I think, already, not

simply for RDAs but for some of our predecessors as interesting to note, of course, that the only people
who get involved in this area who have any charitablewell, there is some quite strong evidence of good

micro-impact. What do I mean by that? Well, one of status are the Universities. There is such a thing as a
508 institution, which is not charitable status butthe things that Development Agencies began to do

very early in their life was to stimulate a lot more they get near it. There becomes an argument as to,
when you look at this whole definition of charitableincubator activity to encourage spin-outs around

major centres of science and technology expertise. status, whether we should not write into it, institutes
that have scientific and development activities andCertainly, from my own region’s point of view, in the

East Midlands, and I know elsewhere, there has been eYciency development for the nation. That then
would give an opportunity for there to be othera lot of evidence of take-up of those facilities, and

there has been an ability to work with individual charitable institutions that could meet the
development institutes, which actually could be quiteinstitutions to make sure that the enterprise side of

that agenda is tackled more eVectively, that spin-outs a positive force. That may not be the answer; what I
am saying is there are thoughts that one could give tobecome more practicable. And that is all very

interesting and very important. I think the territory the institutional framework that might help. And
later on, and we cannot say much about it now, butwhere we all still need to do much more work is in

what the impact is, broadly, of innovation on the the Sub-Committee heard about it when it visited the
region,3, we are putting together an institute in thesuccess of regional economies. I would say, in that

arena, at either national or regional level, we have Midlands, which will be announced within the next
month or so, which is looking at this developmentonly a very limited understanding of the

interconnection, and, indeed, as no doubt you will area and trying to take out some of the risk for the
eventual suppliers. So I think there are opportunitiesknow, Regional Development Agencies are judged,

among other things, on the basis of a series of high- to make that kind of move. I do not think it is beyond
us, even now.level outcome targets for regional performance; and

I would say that the innovation indicators are among 88. Could you help the Committee with a note,the weakest in that collection, they do not tell you when it is announced?very clearly, in fact, what the impact of innovation (Mr Price) Yes, we will do that.4has been on overall economic performance. So I
think that is an area where we need to do much
more work.

86. Do you think it actually was a strong target? Lord Wade of Chorlton
(Mr Briggs) It would help if we had a better

89. I would like to understand that a bit more,understanding of the impact that innovation and
actually?technology transfer was making on economic

(Mr Reyner) Do you want me to comment onperformance overall. It is assumed, as it is assumed
initiative overloads?with skills, that there must be a strong direct

connection, and I am not going to suggest a doubt of 90. Yes, please.
that, but I do not think we have very clear evidence (Mr Reyner) I should mention that I am also theof the pathway between the two. Chairman of Hertfordshire Business Link, so how I

answer this I do not know. Of course, there are a lot
of initiatives, and I think that we have recognised,

Lord Freeman certainly in terms of the East of England, that we
87. My Lord Chairman, I think that Mr Briggs has

just written Recommendation No.2 of our Report. It 2 See Q 80 and the supplementary memorandum on page 000.
3 See Appendix &num;&num; of the Report.was an extremely succinct summary of what seems to

be emerging. Can I ask two very brief questions on 4 See the supplementary memorandum on page 000.
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need an overarching group of people who can work fundamental part of that aim we have to become a
Top 20 region in Europe by 2010. I think there are awith those initiatives and can help shape and steer

that, in terms of a policy regarding what we do in number of aspects to this, and it is very easy to get
bogged down in the structural issues, as opposed toinnovation in the RDA, but also how that links very

closely with stakeholders. It helps also I think with the sort of customer perspective on all of this, which
can be characterised in a number of ways. I often saythe SBS Regional Director co-located in our

Regional Development Agency, and I can say that, that the Business Links can often look like a series of
supermarkets who try to make all their products outcertainly from a Hertfordshire point of view, we are

working in co-operation with the RDA because there the back, there is no sense of a distribution system, or
networks of specialism. That is unfair, it is anis also a win-win situation for doing that, and that is

the price of doing it, so if there is a win-win situation overstatement, but there are, I think, at least three
serious issues to tackle. We talk about these notyou will help and you will build into it and work with

it much better than being something that is sort of theoretically but practically, because we and the
West Midlands and also the North West, as theimplanted on you, as it were. Does that help in any

way? Committee will be aware, have the opportunity in
pilot arrangements, and now in the Spending
Review, last summer, now to come to a new way of
working with our Small Business Service. But the

Lord Freeman three issues that we see particularly are the eYciency
with which customers’ needs are identified and dealt91. That is helpful, yes.
with, and I think the Better Regulation Task Force(DrWhittaker) Can I just take on this intermediate
report.5 last summer identified very clearly theinstitution thing, and then perhaps we can lead into
ineYciencies in the Service at the moment. Secondly,the SBS because I think there is a link. I think,
the network aspects, to which I have referred already,traditionally, the research and technology
how do we create systems where brokerage is secondorganisations are actually providing some of this
nature, people are actually connected up with theintermediate institutional research and development
specialisms they need, without a whole series ofrole; they are not in all industry sectors, therefore the
intermediate processes that somehow block them oVneed, as Norman has said, in certain sectors actually
from those centres of expertise. And, thirdly, how doto start up new creations in order to try to do this. But
we focus on a segmentation of the markets,they do provide, and traditionally have provided,
particularly we might argue, for example, in terms ofthis link where industry, in a sector or in a cluster, can
the sort of treatment that start-up businesses need, asget together and define their needs, quite clearly, and
opposed to medium-size, mid-market companies.utilise applied research within those organisations, or
But these are not all the same market and they do notuse those organisations to draw out from universities
need the same solutions, but that segmentation reallybasic research and do a lot of this linking in. In a
has never been the way in which business support insense, Government funding has been removed from
the UK has developed, certainly over the last ten orthose operations, for very good reasons, but they are
fifteen years. We see those as big challenges, notstill there in a number of sector areas. They have
theoretically but that we intend to come to grips withsome diYculty with the question of status, because,
over the coming months with the Business Linkas Norman mentioned, the question of the Section
network in our region.508 funding, which is there, actually is extremely

(Ms Chilton) There are two things we need to dodiYcult to access, and it is a very tortuous route for
for businesses. One is to give them help in their terms,research and technology organisations to access, and
to use language that they use, to look at the businessyet many of them, indeed, like my own, are actually
through their eyes and stop doing it only from the‘limited by guarantee’ companies, who are not ‘not
provider side. Because of the rules of state aid,for profit’ based. And so there is a link, but, of course,
because of the way the funding flows to us, really, asnew ones need to be created in emerging industries,
RDAs, it is much easier for us to work throughwhich is what some of the RDAs are trying to do in
intermediary partners, so we build layer on layer ofcertain areas where those institutions are not there
people who work with businesses, and our reach intonow. Lord Freeman went on to mention the Small
the business is actually quite tenuous sometimes. IBusiness Service and, as Mr Briggs is right in the
have got a group of colleagues working with me to gomiddle of this, he can probably do it better, from the
and say to businesses, “How do you see yourself andEMDA point of view, than I can.
what questions would you like us to answer for you?(Mr Briggs) Right in the middle; thanks very
You ask us the questions and we’ll see if we canmuch, Ron. Yes. I should own up to my past sins.
develop products which suit the outcome that youBefore I took up this job, I was Director of Business
want.” So to turn it on its head rather than lookingLinks nationwide, I came from a DTI background,
at the supply side. And the second one is that weso I have seen both aspects of this. The Chairman of
should do this for a long enough period of time thatmy Development Agency, who is a very active
they can become comfortable with the concepts andentrepreneur, is very fond of saying, “No-one would
change their thinking so they are able to innovateever devise a business to run in the way that small
with some confidence; because we keep on havingbusiness advice is settled in the English regions or in
schemes which then we take away after a few years,the UK generally.” And he feels that passionately,
they have just got used to a brand and we take itbecause he remains an active, small business person

himself, and, indeed, it is key to our own economic
strategy, in the East Midlands, that we have shared 5 Local Delivery of Central Policy July 2002—text available on

www.brtf.gov.uk/taskforce/reports/LocalDelivery.pdfwith others, that small businesses are going to be a
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away, and we have got a new initiative that replaces about, the A38, we have got one associated with
Wolverhampton University, and looking westwardsit. But now there are the levels of confidence in our

plans, let us try to do it in a way that they would like to Telford, which actually is trying to bring in the
science at that level, because that is at the workingus to do it and for long enough that they can access it.
level and you know you are going to get some benefit
out of it. On the other side, however, there are
activities that cannot be dealt with at that level,Lord Methuen
where there is no demand, or where the issues are so92. I see Annex 2 of the written evidence from the big in policy terms that they transcend these clustersEast Midlands Development Agency6 refers to a or the other mechanisms, I think that is an openstrategic discussion on 16 December 2002 about the question, and I think that is something we areEast Midlands Science and Industry Council. Now I working on. We have every intention of getting thefind it very disappointing, looking at the list of things in at the working level, we are now exploringattendees, that industry was so badly represented at with universities. I think our higher education peoplethis—it was heavily university-based. Was this a have submitted some comment to the Committee7 ondisappointment to you? I am not criticising you in ways in which we can actually pull it up at the higherany way, but I would have expected industry to be far level and take some of the wider pressures outside thebigger partakers than they seem to have been. direct implication of moving things forward for(Mr Briggs) I think that is an important point to industries. And I think there is a question there as tomake. Let me say, first of all, we do not have, at the how we do that.moment, a Science and Industry Council. The big

(Mr Briggs) To pick up the invitation to commentissue in the region is whether we should have one and,
on the interconnection with a national strategy andparticularly for a characteristically small firms
approach, I think this is, in many respects, the nub ofregion, how that should be created. That meeting was
the challenge for Development Agencies, not just ina single meeting in a series, and the next one that we
this field but many, many others. It is important toare having, in March, is concentrating on the
remember that RDAs themselves are business-ledbusiness end of that equation, so it gives a rather false
operations. Deliberately, for better or worse,picture to look at that audience; that was an audience
Government decided that that was an importantthat was characterised by testing with the universities
signal of the independence from Government itself,their reaction, but it was one of a series of
as a machine, and the focus on economicdiscussions. I have to say though that, while I think
performance that we are about. But, of course,it remains a big issue for us, as a region, how a
Government policy is a hugely important context forScience and Industry Council might be positioned in
that economic development at a regional level. Wethe region to bring demand and supply together,
suVer from, I suspect, not too few suggestions of howwhat sorts of mechanisms will do the trick for us, it
we might go about our business but rather too many,is very clear to me, in the North East and the North
not all of which are mutually consistent; there areWest, that, in terms of the industry big hitters
many strategies around the place, there are manyinvolved, there is a particular solution that you can
factoring strategies, there are skills strategies, andgenerate in terms of demand leadership. It is a
there are reviews and exciting White Papers, all ofslightly diVerent question for us, in the region; what
which are important, I am not belittling them in anywe have already is an Innovation Forum that does
sense. Actually, the writing of them is diYcultdraw in quite a wide range of small businesses, but I
enough, the implementing of almost all of them is thethink in this, as in other areas, we are not yet satisfied
next step, which often, it seems to me, comes a ratherthat that is actually really connecting up the demand
poor second to publishing the paper itself. Justand provision in the way that we need to bring it to
recently we have had two very important papers,life.
potentially, from a regional point of view, the White
Paper on Higher Education8, at the end of January,
the Energy White Paper9 that has just beenChairman
published; both of them have hugely important

93. I want to ask about the importance of Regional implications, but working those through and
Science Strategy and Science Councils for giving working through how to implement the ambitions,
focus, coherence and momentum to the use of SET the aspirations of those papers is very, very diYcult
in delivering the diVerent aspects of RDAs’ agenda. for us. I think, actually, that this is symptomatic still,
How would you go about developing that? and I know how hard Government itself works at

(MrPrice) Again, it is at diVerent levels. We would this, of the joining-up process that is so necessary. I
perceive very strong input at a cluster level, you are think we would argue that one of the things that
focusing, you have got the right researchers, you RDAs have done is better focused minds at national
have got the right businessmen, you have got the level on the need to interconnect policy arenas. Even
right marketeers, you are focusing on an issue where within DTI, the view of DTI on innovation, I would
you can actually get real science input. We see that say, is at least two-fold, there is an OST (OYce of
vehicle as very important to getting science and Science and Technology) view, and there is a regional
technology into the businesses and to put up the
ambition and the awareness, the demand things I was 7 See the memorandum from the West Midlands Highertalking about earlier. We see the same thing with our Education Association on page 000 [Paper 26]
technology corridor thing that we were talking 8 The Future of Higher Education, Cm 5735.

9 Our energy future—creating a low carbon economy, Cm 5761,
February 2003.6 See memorandum on page 000. [Paper 25]
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innovation view. I know that you had a conversation (DrWhittaker) Other regions can comment. But, if
I may, there then are some quite small schemes to aidwith Peter Bunn last week, and those jostle, even

within that Department. Connecting that up with the innovation—Smart, for example—which are quite
small schemes, and they are applicable really only toDfES view of life is not always simple. And then there

are the intermediate Agencies—such as HEFCE and SMEs, and so there is still this gap for this applied
side of development and actually meeting businessthe Research Councils, with whom RDAs met

collectively last week—with huge opportunities to requirements. We have talked already about the
support after start-up, which again leaves a majorcollaborate. But actually translating between the two

worlds is very diYcult. And then, of course, there is gap. And so, yes, whilst there are some good schemes
and indeed some very positive schemes comingthe Learning and Skills Council. So there is a lot of

conversation; I would say probably almost too much through, there are then some major weaknesses in it.
You mentioned also the EU, and everyone in the EUand not systematic enough.
would tend to look at the Framework Six94. So will the Science Council give the consistency programme. The Framework Six programme is veryand coherence and pull things together? complex to get into, and, firstly, it is not 100 per cent

(Mr Briggs) It could prove a helpful focus, or it funding, as we know. Moreover, you have get in, in
could easily become utterly confused and, from the the main, with partners in at least two other
business point of view, switched oV by the process. European regions before you can put some form of
Because, I have to say, the biggest challenge I think proposal together that can be accepted in Brussels—
for our Agency, and I guess others, is that business where the success rate is often 1 or 2 in 10. And so,
people do see that this is an enormously important yes, if they are lucky, and a number of our
agenda, the economic success of their regions, but universities are lucky and do meet some of this
they find it also very, very diYcult to operate within research requirement from EU, it is hardly really
an arena which simply seems to take more time and applied to the regional agenda, and, indeed, again,
energy than they can devote to the question of getting actually it aims itself very much at the fundamental
on with the real business. side of the research. So I think we take on what we

can, we utilise what major SET developments there
are, but I think we recognise quite a gap in the
diVerent streams that come forward.Lord Methuen

95. There are many national and EU policies,
overseen by various central government

Chairmandepartments, on science, innovation and skills for
SET developments. Do RDAs experience all these as 98. Does the RAE, the research assessment,
a coherent and consistent framework for action? therefore work against the need for applied research?

(Dr Whittaker) I think RDAs have a great (Ms Chilton) I think so, yes.
diYculty in seeing them as a coherent framework for (Mr Price) Definitely, yes.
action. Firstly, that there is the question of the

99. Hopefully, it might not?national leadership against the regional, which we
(Mr Price) We may talk later on about a tensionhave just dealt with in other issues, and it comes

between national and regional perspectives, but canthrough in this; but particularly when we come to
I suggest that the biggest tension of all is aboutSET, which is the main thing to be answered here,
research and development for personal actualisationResearch Councils fund basic research in
and research and development for economicuniversities, they do it very well, they do it by peer
purposes? Fundamentally, research assessmentreview, but, in essence, in trying to get from that side
exercise is actually about the highest quality andto the needs of business, and to the needs of what
being on the international stage, and great that weRDAs are trying to focus on for business, there is a
are at it, absolutely super. But the question, I ammajor gap. And really we want, if you like, Research
sure, by and large, is not asked about the immediateCouncils to move slightly to the middle ground, of
economic application of that. That is an enormouslooking at funding more applied research, which then
tension and is demonstrated in the fact that ourbusiness can take up, either through intermediate
innovation from universities is very low. And theagencies or direct. And so we see a great gap, firstly
point that was being made about some of the VCon the research side, in the funding of basic research,
innovations out of Cambridge were actually from theand not really any funding of particularly applied
consultants, from Cambridge Consultants, and thatresearch.
stream as well as some of the applied institutes. So the
big tension for us is to try to introduce demand into
science, because there is an ability to introduce

Lord Winston demand into that, I think, and what we have to do is
try to get businesses so involved with the science base96. But the Research Councils fund only a
that actually they are saying, “This could be useful.”proportion of the research that goes on in
And it does not mean to say it is any less intellectuallyuniversities—a rather small proportion?
stimulating, it does not mean to say it cannot be any(Dr Whittaker) Certainly, in the East Midlands, it
less world-shattering, it could be all of those things,is a major proportion of the actual research output of
but to do it we have to get the demand into thatthe universities.
science base. And I think that is one of the big eVorts
that we have to make, to bring these two sides97. I think, if you look at the figures, that is not

true? together so we can influence the science, rather than
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the science being driven by the push of the people (Ms Chilton) I think it is around how higher
education is incentivised. If you have a system wherewho are doing it.
it rewards research excellence then people will have(Ms Chilton) For the West Midlands (and the
careers, they have lives to lead, they can be driven byfigures are approximate rather than perfect), the total
the goals that you set for them; if your goals are setturnover of our universities is something like
around the RAE that is what they will strive for. If£950 million. Of that, about £450 million comes
you had a parallel set of goals aroundfrom the Higher Education Funding Council, and
commercialisation, people would develop that as aabout £190 million from the Research Councils, the
career path. Actually, you may need a new kind ofrest being made up of fees, European grants and
academic, an academic or some other title who is fitother sources. But what we actually need to leverage
for the new purpose that we are setting for them,is that whole £950 million, we need the universities to
because universities have been there to teach and tohave understood what the regional mission is, so
research, traditionally, this is all fairly new for them,that, in all of their teaching, in all of their research,
in making an economic impact from what they do.they can look to develop things which are to the
And the best academics I have worked with are theadvantage of the region, as well as sustaining
ones who have the entrepreneurial flair, who havethemselves as international organisations. So if they
understood that there is actually real advantage forcould all move themselves slowly, by degrees, to face
everybody in doing this and are excited by thewhat the regions are trying to do and use the whole
prospect of seeing it commercialised. The£950 million, that is an awful lot better than the,
nanotechnology guys at Birmingham University,what is it, nationally, £171 million going to go into
talking to them about a recent project, we are goingthe next round of Higher Education Innovation
to do some funding of some kit for them, but he isfunding? It is the scale of the whole operation, and
saying that, in submitting his bid for Researchthe leverage into that would be the NHS funding that
Council funding (this is a nice joined-up story), he isit has got available to it, all the other public sources
looking for some Research Council funding for theof funding for these things, and you have got a much
primary research, we will provide some kit to helpbigger package which could impact on the regions’
with the commercialisation of that, but he has an endeconomies. And that is in the context of our Science
customer in mind when he sets the whole thingCouncil, we are not persuaded yet that there is a need
rolling. And that is the kind of academic we reallyfor another committee. We have cluster innovation
want to encourage.managers in each of the HEIs working to understand

what the resources are in the universities that could
be deployed, so that they are clear what they have to Lord Wade of ChorltonoVer and businesses know who to ask, and also they

102. It rather worries me, if you think that one ofstart to see things they might not have understood
the elements of your success, or future success, will becould be used by industry and that starts to pull the
based upon changing people—that you will turn anscience out. By getting the dialogue going more will
entrepreneur into somebody who did not want to bestart to happen. I was always told by colleagues that
an entrepreneur, you will make an academic beacademic research is extremely pure. I have always
commercial when he did not want to be commercial.been interested that, when I dangled something that
If you are going to spend all your time and eVorthad some funding attached to it, it could be changed
trying to change the nature of people you will neverslightly, maybe not a huge amount but it could be
succeed.changed slightly, and if only we can do that by degree

(Ms Chilton) That is not what I am saying.then that may be the way we can do this.
103. You have got to find people who want to do100. So what kind of system would encourage

something and then you can help them do what theypractice-informed research for non-academic users?
want to do, but not try to change what they want.(Mr Price) Can I take you back to my four levels10

(Ms Chilton) I agree, absolutely.again? I think we have got to get the awareness up,
104. Or do you not agree with that?and that means putting the diVerent sides together,

and the companies—who are just not ambitious (Mr Reyner) My Lord Chairman, I would like to
give an example to try to capture this. Professorenough—have got to get that ambition up. And there
Richard Friend, Cavendish Professor at Cambridge,may be, unfortunately, a situation where some of our
discovered—by accident, I understand—light-industries have got to the size where they lack
emitting polymers. That is now spun out into athemselves mass to take on board some of these new
company that is called Plastic Electronics. If we canideas. I think where there is already mass it should
understand that mechanism of where it comes fromnot be diYcult, we should be able to get those
a truly academic source to the potential commercialtogether; where there is no mass, either because they
reality, and I think we are beginning to, and it is withhave disappeared, or because they are brand-new,
this relationship between a well-defined professionalthings like microsystems and nanotechnology types,
academic, with the realisation of a commercialthen actually we have to find mechanisms of bringing
company, if we can understand that mechanism, and,those together in suYcient weight.
as I said, I think we are doing, then we can mirror

101. You said the RAE might be working against that. So we have got to find that link, and I think
you, so what kind of system would work for you, for RDAs are in a very good position to be able to
business, this research that the businesses want? discover and implement that link; but not all

institutions do it, diVerent academics vary, from all
over. In the Cavendish, they have got, what, 3510 See Q 76.
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Nobel prizes, a lot of them have been obviously they are longer, in terms of timescale, and
up until this year we have had very much a yearlycommercialised. So there is a history, a tradition, of

taking out discovery to the commercial world. time slot, which has been extremely unhelpful. And I
think we would argue very strongly for the ability to
spend the money as we see fit, in revenue and capital
terms, and that would be very helpful.Lord Winston

105. If you did not exist at all, would the link with
the Cavendish and industry be fundamentally

ChairmandiVerent, or less well?
(Mr Reyner) I think, if we did not exist, it would be 107. Targets in relation to SET and innovation?working; but I think the RDAs are already beginning (Mr Holton) No.to enhance that relationship, because we have in the

(Mr Price) There is a general innovation point,case of Cavendish not only Richard Friend on the
which is about innovation in business, so there is apolymer side and physics but also Mark Welland,
general one there. We have not got a target, and,who is working with us on the potential exploitation
frankly, that is how it has to be, because we areof nanotechnology, and that would not have been
talking long term. Science, by definition, is long term;there before. So both those two learned professors
if you are talking biotechnology, you are probablyare very much involved now and accepting the
talking of ten years plus before you can get theregional agenda through the Development Agencies.
product to market, if you talk of some of the physics-So that is new; although I do accept that before the
based, you are talking probably three or four years,Regional Development Agencies discoveries were
at a minimum. So it is bound to be long term. Somade, and so on.
there is this conflict. There is this tension, is there not,(Mr Holton) I think the RDAs have a strong role
between public money coming into an organisation,in those Research Council funded institutions which
people want to measure the performance, when theare not universities, so, for example, in our area,
performance actually is going to be in the long term.Babraham, which is biotechnology, and
So there is a tension there, and how it can be got overRothampstead and the Gemini Centre in Norwich,
is quite diYcult, in this hierarchical thing; the onlythose are all places where we are putting in some
way, in the end, is to feel that, in a way, the RDAs arefunding and we are putting in some assistance.
pursuing some general directions, one of which is inBabraham, for example, where we are supporting
our targets, but to be absolutely specific probably istheir pre-start-up, the ideas from scientists into real
counter-productive.commercial businesses, which is exactly what we are

(Mr Briggs) I am not quite as convinced astalking about, and that is where the RDA is funding
Norman that the higher-level target has to beit. So, yes, we are making a diVerence, but it is not in
generalised. I agree that it is not something you couldthe pure HE research, because we are not funding
achieve in six or 12 months, and earlier on I made thethat, but it is in those areas, in those other research
suggestion that actually we need to have a muchinstitutes, strong in our region, that we can make a
clearer idea of the role of science, technology transferdiVerence.
and innovation in promoting economic growth.
Also, I would plant a question in your mind. I think
you are right to pick out GDP per capita as a veryLord Mitchell important indicator. I am not sure actually that it is

106. My question, which follows on from all of right to say it is the overriding objective for our
this, is to do with measurement and targets. As you Agency or any English Regional Agency. I referred
know better than I do, the overriding target of the to our shared regional ambition of the Top 20
RDAs is to increase the per head gross national European region, we express that, actually, in terms
product in their regions. My question to you is of GDP per capita, employment activity rates,
whether you feel that existing indicators measure unemployment, and then two interesting indicators,
that—and I would ask that particularly with respect which are sort of sub-indicators, which is the degree
to the science bit of SET—and also whether the of disparity within the region between the richest and
targets are correct, and whether there is suYcient poorest, and also an environmental indicator, which
flexibility in the whole mechanism? is actually about resource productivity, it is about

waste production, it is about energy consumption. So(Mr Holton) I will speak for the RDAs on the
performance indicators. I think we have diYculty, as we try to take a more sophisticated view of what

economic success is. Going back to the earlierRDAs, with the performance indicators, they have
been set up for quite good reasons, of course, of question, I agree—although it may seem a bit

grandiose—that, at the heart of what we are trying toaccountability. I understand that, but they are
necessarily short term and rather quantitative and achieve through those economic strategies, is

changing, if not people, then the ambitions andfocused. I think, for example, we have a broad range,
and some of them almost fight against each other for aspirations that individuals and businesses have,

both through awareness of competitive pressures andour funding. So, for example, we have got
brownfields targets, which are very positive things to through opportunity—how you can respond, adapt,

get ahead of the game. I am wary of crudehave, and, of course, we are glad to do that, but
sometimes that can conflict with our business-facing international comparisons, but it has been very

interesting to me that my children have been goingside. So I think one of the things we would like to see
is a greater freedom of the split between revenue and through university in the UK, while my brother, who

has lived in the States for 13 years, in New England,capital; capital, of course, are larger projects, and
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has had his children going through college. The disadvantaged communities or economic inclusion
context for the experience they are having, are a part of the agenda that you have, but you need
particularly in terms of enterprise ambitions that to avoid them bogging down and to be able to focus
college students have, is entirely diVerent, and, on economic success and economic performance, but
inevitably, much higher expectation in the States and also you need to be very aware that maximising
desire on the part of individuals to start their own economic growth may not be the same as optimising
businesses. Now I think we need to tread carefully in economic growth. And I think that is a real tension
how we unpack those issues, but actually they are at within regions and across regions.
the heart of what we are trying to achieve, in terms of (Mr Reyner) My Lord Chairman, we did not
the shifts we are describing. One more thing to say, invent Regional Development Agencies. They were
which is, it is not quite dirty linen, but I think it is an already existing in Europe; so a benchmark for us is
unresolved regional issue, which we sort of touched how they are eVective in Europe, and I would contest
on in the earlier discussion, about research that they are, admittedly, over a period of time, and
assessments and Research Councils, I do not think I think that is a measure against which we have to
there is a clear, common position between the compare ourselves.
English regions on the degree of tension there is
between science and technology excellence and 109. We have another question on that, and that is,
regional convergence. You may well find, in your what lessons are learned by what is happening in
hearings, that echoes of that appear. There will be other places in the UK, and, more particularly, in
some who say that excellence is, of itself, at national Europe, and, of course, in North America?
level, something we have to pursue, irrespective of (Mr Reyner) I think that what we are beginning tothe regional consequences, that is how we make a do now is work more and more with networks withinstronger and more competitive UK economy; there the UK, with the Regional Development Agencies’will be others who say that that builds in a systematic

executive, people meet on a regular basis, innovationbias that actually runs the risk of divergent regional
managers meet on a regular basis. I think thoseeconomic performances, and through that probably
meetings are open, inasmuch as they are looking toan under use of resources, individuals and capital in
see what approach may have been adopted within athe disadvantaged regions. I think there is a genuine
particular region, and, if necessary, if they can betension there that needs to be unpacked, in terms of
adopted in their region, I am sure they will do, and Ithe relationship between the national and regional
do not think there is a problem in that respect. I thinkagendas.
also there are agreements and relationships with
Europe, and, again, if I may speak of the East of
England, we have one where we have a relationship

Lord Mitchell with Madrid, Stuttgart and Stockholm, and we are
working in that network, partially funded by the EU,108. As a simple old businessman, the only thing I
and we are looking at discovering various ways ofever understand is the return on capital, I am afraid.
best practice in the delivery of innovation supportAnd I was just thinking to myself, if it was a venture
and what we can pick up from what they are doingcapital organisation instead of an RDA, at the end of
there. Now I think we would want to expand that,the day, they have to have a return on their money,
and a particular issue in the East of England woulddo they not? They put out £100 million and they have
be a relationship, for example, with Munich, veryto get X: that is their criterion, otherwise, next time
much because of our very strong biotechnologyround, they are not going to raise the funding. Now it
cluster in Cambridge it makes sense to try toseems to me, from an RDA point of view, you cannot

quite do that because your horizon is longer and you understand and learn and see if there is any sharing
have perhaps other criteria, but still it ought to be that we can do. Apart from that, we can use and there
measurable, ought it not, there ought to be some sort are various performance indicators that are used, for
of measure to say, “You’ve done a good job,” or not example, in Germany; whether this is the right one to
such a good job? And that is one thing I am use or not, it would be the number of patent
pushing for. applications; now I am not suggesting that is the right

(Mr Briggs) Absolutely, there should be, and that way but it is certainly used very often in Germany,
is why I made the point earlier on about for example, they will look, and that is one of the
understanding better the connection between the indicators they will use. If, in Baden-Wurttemberg,
innovation indicator and its actual economic impact. they are increasing the patent applications, there is a
So we do see targets set for increasing R&D spend to potential good sign that something is happening in
1.4 per cent in 2005, to 1.6 per cent in 2010, and that terms of the innovative capacity of companies.
substantially is an act of faith, in terms of the impact
it will have on the economic performance of the UK
and its regions. I am not arguing that it is not a
relevant factor, but we need to get deeper into that

Chairmanargument. I think the dilemma we have, I have plenty
of people who would call themselves simple

110. I was going to ask, all this networking andbusinessmen round my Board table, when, in fact,
twinning, what does the DTI feel about it, are they inalmost invariably, they are the people asking the
it at all?most diYcult questions of all. The diYculty is that

(Mr Reyner) I am not sure. I have heard nothingthere are a number of issues, in terms of public and
economic policy, in particular the degree to which adverse.
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(Mr Price) I would have thought, by and large, Chairman
they would be encouraged by the DTI to go out and 112. Going back to our previous Inquiry12 thatlook, and sometimes they are part of the same Lord Wade chaired, we found in the United Statessystem. We had a meeting in Europe with a lot of the culture in the universities was to take innovationpartners, and some of the visitors we were all talking out into the market-place. They did not need anyto were some guys from America, who were agencies to do that, they did it themselves. So onceexplaining how they did their support to these the culture changes in universities, the problembusinesses at FE education level, which is quite should disappear.diVerent from us. And out of that not only have we (Mr Price) That may be true, but we know also,started to take some thoughts in our own region but do we not, that the current situation for venturewe fed the information back into the DTI, because capital at this end, as Sir David Cooksey was sayingwe are all part of the same system, because some of to me the other day, probably is the worst it has beenthe things are under our control at regional level, in the whole of the time he has been involved withsome of the things are under DTI’s control, some of venture capital.the things are under DfEE’s control, and so we need

113. Now the high-tech bubble has burst?to influence all that agenda. We do not see any
(Mr Price) Yes, and other reasons; and that is theconflict at all on that.

environment in which we are living. So it may well be,
in two or three years’ time, that well will start again
and we can back oV.

(Mr Reyner) My Lord Chairman, that is the point
though, is it not, RDAs are there to look to see if they
can change that culture, not so much maybe in a
university like Cambridge but some of the otherLord Freeman universities, that, as you have explained, is a common
thing in the United States. And how do we do that;

111. Both Lord Winston and Lord Mitchell asked we have to fund the infrastructure around that allows
very pertinent questions in relation to exploitation of it. If we can match the ten factors, devised by Jim
the science and technology base, do RDAs make any Gibbons of Stanford, of what a high-tech region
diVerence; and Mr Briggs clearly has thought about should be, we could make it easier to get and change
this, and I wonder whether he could help the that culture to allow that spin-out activity more. So I
Committee, perhaps in written form, because do think that the RDAs have a very distinct and clear
otherwise we will be here all night, answer this very role, in doing that, particularly through a business-
important question? Because I think, with great focused approach as well.
respect, I am no wiser towards the end of this session
than I was at the beginning, and I do not think
perhaps that would apply to those giving evidence; Lord Winston
because it is a very diYcult subject, and if Mr Briggs 114. Following on from that, my question is abouthas thought about this could he help the Committee knowledge transfer from the academic base, whichby letting us have a brief paper on some of the can be crucial in delivering high value-added businessindicators and some of the measures that he would and innovation. You have already addressed some oflike to see in our report?11

these issues, but we would like to know how you
think this could be improved, and also what you

(Mr Price) I am conscious that there is a question would have liked to see in the Government’s recent
there which maybe we have left unanswered, and it Higher Education White Paper?13
should not be. There are some things with a long (Ms Chilton) If I may start oV. Some of the White
time-span to see results and there are others which Paper is still to be explored, exactly what it means by
have a shorter time-span, such as starting a business. greater selectivity on the research side, and exactly
I am in Mercia Venture Capital Fund and I know what the new Higher Education Innovation Fund
there have been 15 new start-ups there. We set up a will do, and I think generally we welcome the change
Technology Fund three years ago, and we have in emphasis, which does give a very clear third role to
ended up with 21 new businesses, that I am pretty the universities in impacting on economic
sure would not have started without that; and I am development, however that might be. And, for me, in
reasonably confident that two-thirds of those, not all reading it through, it runs through all the areas of
of them but two-thirds of those, will continue to be their work—through the teaching, through greater
reasonable businesses. Now that was a result of a relevance of research, greater involvement of
venture capital fund that we established and we employers and of more part-time and support for
helped to put in and monitored and pursued. We part-time study. So there are issues in lots of bits of
know we have got a spinner project, which is talking the White Paper, and we could take the whole
about getting academics with their ideas and trying afternoon looking at this. And some of this comes
to create something, we know we are doing that, and out in the skills question later, about the role of
probably there will be 25 of those by the end of this
current year. So we know those are happening as a

12 The Inquiry that led to the Science and Technologyresult of our initiatives in these early-stage
Committee’s report Chips for Everything: Britain’sbusinesses. opportunities in a key global market, 2nd Report Session
2002–03, HL Paper 13-I.

13 The Future of Higher Education, Cm 5735, January 2003.11 See the supplementary memorandum on page 65.
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higher education institutions in creating the skills outside, who recognise a strong plant biotechnology
base, to populate that innovation centre. Also, inwhich are going to take regional economies forward

as well. We were having a discussion earlier about microsystems and nanotechnology, which is one of
the DTI’s new technologies that it wants to advance,what we think it actually means, some of the issues in

the White Paper, and we had diVerent views, so the RDAs have pulled together with the DTI to form
a joint working party, and I chair that one, so that wemaybe a role for the RDAs is to help to influence how

it will be implemented in the end, where, for us in the get the best solution for the UK, and it includes the
devolved administrations of Scotland, Northernregions, it can have the greatest impact. I think a

greater role for the RDAs is very much welcomed. Ireland and Wales. We want to see where are the best
assets in that research and development, it is mainlyRecently, we have set oV a piece of research and

development with the Higher Education Association research in the instances of nanotechnology, because
it is early-stage stuV, plenty of blue-sky thinking, andof the West Midlands to look at what worked in the

HEROBAC/HEIF/15 diVerent acronyms of funding its development, in terms of real, good products, in
terms of Microsystems and MEMS, and we arewe have had so far, what has been really eVective,

what do we want to continue, and are there any developing a solution which says where should
centres be which best meet the needs of businesses, soprogrammes we have started where there was market

failure and there is no longer a market failure, where we want the business users, the academic research
institutions who are doing some of the research, andthings have come in to plug the gap, where we have

started to run things. a linking system to join those together to make the
whole thing work. So that is going to be a big centre

115. But, of course, the White Paper looks at the of SET excellence in the country.
universities as a national resource rather than a (Mr Reyner) If I may just add to that, children areregional resource, does it not? quite important in all this, and we have co-ordinated

(MsChilton) Yes, and they will continue to be so— the Young Foresight programme through
and an international resource as well—in terms of the SETPOINT, which is the contact point with schools
development of science areas. So if there is a tension in science, engineering and technology and also in the
probably it is a creative one. If we look at an development of ideas and projects, and that is now
organisation like Warwick, it sees itself very much based in each county within the East of England, so
playing in the national and international arena and our objective is to have 20 per cent of all our schools
that brings tremendous value to the region, it brings with this programme by 2005.
connections, it brings new research areas and links

117. How much of your budget would that be?into other research teams internationally, which we
(Mr Reyner) That is a good question; about half ahave to learn to capitalise upon, to find ways of

million pounds.taking the knowledge that they create and
recognising that there is glue in people’s lives, they
like to stay where they have been educated, keep our

Chairmangraduates here who have learned with the professors
who are active internationally. So I am not sure that 118. Ms Chilton, I wonder if I can clarify
there is a tension between their national and something you said a little earlier14 by asking another
international role and how they form a network in question about the HE White Paper: will the White
their professional terms and the RDAs pulling value Paper, in fact, make it easier for you to work with
from the universities, I think there is a very creative universities?
area for us to work in there. (Ms Chilton) It is not a clear agenda, I think, but

we can start by clarifying what the question is. The116. What role do RDAs play in supporting
West Midlands universities were the last to form acentres of SET excellence, either individually or
Higher Education Association, and our Vicecollectively?
Chancellors are strongly sceptic—I do not think they(Mr Holton) I think the RDAs have a very, very
would mind me saying so—and the evidence thatstrong role, because each one has done its Regional
they have sent in to you says so, about the need toEconomic Strategy, and in that document it has
come together to do these kinds of things. And sospecifically identified new sectors and business
what we are trying to do is find a language where theyclusters which are important to its region, and it is
understand what the RDA is trying to achieve andabout supporting those. And I think an earlier
what we are asking from them, and that is coming,question was about “why the RDA?”, which is
but it is, again, a process of cultural change, ofessentially what we are about here. My response to
understanding, and the Agencies themselves beingthat would be that we have very, very strong support
confident enough to be clear about what we want,for those sections of the business community we see
which I do not think we have always been in the past,as key to the region, and they are diVerent for each
we are a fairly new organisation, and they are eightregion. So that particular question, in terms of
centuries old in some cases.centres of SET excellence, we support innovation

(Mr Holton) I think it is about concentrating thosecentres, and often they are very firmly based in
universities which have a very, very strong base inparticular technologies, ie links to higher education
pure research, the big ones, of course, the six-staror research institutes. We have mentioned Babraham
ones, into doing that. They will have a whole set ofbefore but also it is John Innes, which is in Norwich,
potential spin-out companies, exploitation of theirwhere it is EEDA’s intervention that has enabled an
IPR, which is very diVerent from the universitiesinnovation centre there to be built and, because of its

very strong link with the University of East Anglia at
Norwich, who bring in companies, often from 14 See Q 115.
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which are very, very strong, already have very strong a range of things that will make a diVerence. The
dilemma, I think, is moving from that to assessinglinks to their industries, so that would be, in your

region, Aston and Warwick, in our region perhaps objectively what the economic impact is overall, and
I think that that is the territory. If I can be just a littleCranfield. And they should be aiming at a diVerent

USP, they should be aiming at those businesses and bit heretical, I love working with European Regional
Development Agencies and I do as much of it as Inot the high academic research but much more

practical, developmental research with the possibly can, but there is always a question in my
mind as to whether economic success has beencompanies with which they have got strong links. So

I think the White Paper is very helpful in that regard; achieved because of or despite interventions that are
made by regional or other bodies; and, in a sense,but it will mean that the sort of headline, six-star

status might not be appropriate for every university, that is the big question that we are all testing, about
Economic Development Agencies, can they make aand I think that is going to be a bit of an aspirational

problem. diVerence. I would say, the very fact that they have
business-led Boards and high-level business people(Ms Chilton) I think the linkage between the two
willing to get involved suggests that there are a lot ofmay be the really profitable area, that there are
people who think it can make a real diVerence.collaborations going on between StaVordshire

University (one of the post-1992 universities) and 120. Do you think, where they have existed for a
Birmingham, which probably would not have longer time in their own country, Scotland, Wales,
happened ten years ago, where they are looking at they have made a diVerence?
complementary strengths, where there is a great deal (Mr Briggs) I believe strongly we will be able to
of research in Birmingham and reach-out activity in demonstrate it, but I think it is the fundamental
StaVordshire, the two can happily come together. question that both the democratic process and

(Dr Whittaker) Another thing which will clarify through other ways will be tested in all of this. One
that is this question of academic excellence and peer way of getting at it would actually be, in terms of this
review, which is the six-star side, against this uncertainty about the innovation/economic
additional demand that we put on universities, and, performance link, to work, as I am sure we all want to
in some ways, I think, generally, over the last 20 do, with other parties to look at the best-performing
years, I have seen it, totally unfair to universities, in regions in Europe and elsewhere and identify the
terms of excellence in research and academic, and innovation issues in those regions and see how close
usually on the other side there are some start-up the relationship is. We may have to infer a causal
businesses and healthy local economies. And it will relationship, but it would be interesting more
aid, I think, that dual requirement that we have, in systematically to look at the role of innovation
terms of identifying which ones are going which way indicators, or, sorry, their congruence, with
and which ones are going the other. economic performance, and I think that is one of the

things to which we ought to devote more systematic119. Mr Briggs, am I reading your body language
attention.to be diVerent?

(Mr Briggs) Not diVerent—it could not be
diVerent from one of my Board members, could it? I

Lord Winstonthink the HE White Paper is very much to be
welcomed, in particular in the strong linkage it makes 121. To come back to something that Hilary
between economic performance and higher Chilton said16, is not one of the problems with the gist
education, which is not something that people have of the White Paper that the less than very high impact
always seen really as interlinked agendas, and research might be much less well funded and spread
particularly through the emphasis on things such as out amongst various universities? Is there not a
third-leg funding as mechanisms for changing the problem that Russell Group universities, where
earlier balance we were describing. But what I also research will be concentrated, will do very well but
cautioned earlier on is that White Papers are often the very universities that Regional Development
less clear about how you bring about the desirable Agencies are often really most able to help and
state of aVairs they describe. I think one of the transfer information from actually may not get
biggest challenges for us, given the institutional funded for research? Is that not a problem for the
furniture and the checks and balances around the RDAs?
place, is how to deliver on that agenda, and I happen (Ms Chilton) If I could follow through with a
to think that Development Agencies are probably practical example of the strategy, Birmingham
better placed to do that, very often, than national collaboration. It is fairly tough for those universities
bodies—but it will be a big task for us. If I can just at the moment, the newer universities, building up a
pick up on the earlier point made15, and confirm, for research base, from more or less nothing some time
avoidance of doubt, that I will be happy to provide a ago, has been a very, very tough road. It is clear that,
note. You will notice that every time we talk about if you are looking at competing in a world market,
what I would call micro-impacts we all become more those newer universities are probably never going to
relaxed and comfortable, because it is possible to have the resources to truly compete. But the answer
point at incubator units, or university innovation is, yes, it is going to be more diYcult for them, so we
centres, or science and enterprise networks, as we have to look at creative ways of making sure that they
have, to encourage entrepreneurial linkages, and we can access the research that is going on, and use their

reach out skills. They have always had to be moreall feel, well, this is a particularly splendid example of

16 See QQ 115 and 118.15 See Q111 and the supplementary memorandum on page 65.
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creative in how they interacted with their students, cluster. Most of these end products are towed out to
with their customers, with their clients; many of them sea, having been assembled in places like Lowestoft,
were founded out of the industries that they now and they buy those things from all over Europe. So if
support, they have got a very long-term investment we were able collectively to come together and create
in a lot of the sectors. And it is those skills linkages, that environment where it was important for the
understandings, that we can use in the new supplier to have his base actually in the Lowestoft
universities and then create positive linkages to the area, or further, I do not mind, in another region too,
research that is being done elsewhere. Because I think where we could share that, we could create that
for any academic there is an element of wishing to industry from the design and development up to end
push the knowledge base forward, otherwise they product. So that is something that three RDAs, in
would not be in that business; so they have to feel this case, have worked together on. But I do say that
satisfied professionally that they are engaging in the I am concerned about the critical mass and
academic discourse in a way that is appropriate for fragmentation, and we have to be persuaded, I think,
them. But for us, as RDAs, it is the mixture, and to keep with what we are good at and focus more,
having a range of universities, of research actually, into it.
organisations and of businesses researching, and

123. Quite clearly, on a world scale, then a countrylinking all those together and pulling value out of
like Britain has got to have an international scale, orthat is the trick.
something, to make an impact on that world market-
place, and, following on from what you have said,
what structures are there, when that is necessary in

Lord Wade of Chorlton the UK, to create what would become a national
centre for some particular activity, what involvement122. What mechanisms are there to resolve the
do you have with Government to decide how thatpotential tension between RDAs’ mission to
should be taken forward?maximise benefit for their regions and national SET

developments where fragmentation could damage (Mr Reyner) I think that is a good example, and I
critical mass? And, of course, issues here might well think probably Stephen would give you a practical
be national institutes, research institutes that might example of that, between the microsystems and
be better fitted on a national basis, then how do you nanotechnology.
agree where they go and how do those things work; (Mr Holton) There was funding from DTI, the
so just a little bit of understanding of how you look amount of money has been very variable because it
at that? had to be from the Spending Review and actually be

(Mr Reyner) You have heard from three RDAs formed up as a project; but there were many millions
and you have got the impression that we are all of pounds available for microsystems and
working and talking together, and normally that is nanotechnology. And the trick here is that if we do
the case; however, when it comes to critical mass, I not have a critical mass, centres, there will probably
come into this, and the fragmentation of critical be two or three actually, specialising in certain areas
mass, and I think that is an issue. But just to go on, of these technologies, if we do not have a critical mass
and give examples of the fact that RDAs are working then Neville’s point was well made, we are just going
together, for example, with the Nanotechnology to blow it all away, and we did that in IT maybe 15
Microsystems Initiative, which Stephen is leading, years ago, in places like Belgium, in Leuven, in semi-
and that is an example of where RDAs are working conductors, we really got it together and got 3,000
together. And, yes, maybe you are right, it should be scientists together and it worked very well. QinetiQ
there, and these are questions that have got to be is an area where there are a lot of scientists and their
asked. The question about critical mass is, to me, a reputation is good—it could be better, I have to say,
problem and a concern. In Cambridge, we are but it of is world excellence in certain areas. If we do
number two in the world in biotechnology, I want to not have a critical mass, it is not going to work. I
be number one. There is a bunch of people in Munich think that has just been recognised by the DTI, and
wanting to be number one, and actually they are though there is a call for spending an amount ofgetting a load of German Government money to help money in every university, for example, inthem develop a biotechnology industry in Munich. I nanotechnology, I think that has been a big mistake;think, if we are persuaded by trying to split the and, therefore, we all, as RDAs, all nine plus thefunding, and this is where I slightly have a

devolved administrations, plus DTI, decideddisagreement with Martin, on areas where the
collectively to get in consultants, who had all beenregeneration is, that might lose and fragment that
well versed in it, to bring forward very quickly a plancritical mass which is so vitally important for the UK
to say where these centres should be, and that planto maintain its leadership position in particular
will be coming forward in March. There will be someareas, and the one I have remarked clearly is
winners and there will be some losers and there willbiotechnology. There is another area where though
be lots of anguish, no doubt, but I think we have towe could work together, the Government’s
recognise that in the interests of the UK we shouldRenewable Energy policy and the fact that more
concentrate on certain areas, as defined by theseoVshore wind power generators could well be where
consultants, who are impartial, and we just have towe will go, in large numbers, actually, to get up to the
take it if we are not one of those winners. So there issame levels of electricity that you would expect from
a proposal, there is a mechanism.somewhere else. But that could well engage three

(Mr Reyner) I think each region should have someRDAs to work together, if they so wished, and also
to work in the possibility of creating the supply chain of their own.
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(Mr Briggs) First of all, I do not think this is Lord Freeman
unique to SET, I think similar issues arise across the

124. There is this marvellous acronym FRESA,range of inward investment. But I do not actually
Framework for Regional Education and Skillsdisagree with Neville, I was simply pointing out that
Action. We all realise the importance of increasingI think there is an unresolved tension between those
the science and technology skill base in the nationtwo extremes. It is always comfortable, in coming
and in the regions; what does the word ‘action’ meanfrom a Midland region, that you tend to sit between
at the end of that poor English acronym, whatthe two extremes of the argument in this respect.
actually is the action that the RDAs take?Very shortly, elsewhere in this House, another Select

(Ms Chilton) If it helps, fresa in Spanish meansCommittee will be meeting to ask the RDAs what
strawberry—a good bit of Spanish rather than thatthey are doing to reduce interregional disparities;
bad bit of English. The action for the FRESAs, in thenow it seems to me that that is a very interesting set
first instance, is about co-ordination of policy, ourof questions, and it could have some tension with the
role is to bring partners together, there is a hugediscussion we have here. I agree that, in practice, the
number of partners on the education side across theRegional Development Agencies have worked very
region, that is on the delivery side and on the demandhard to attempt to support a common national
side, from individuals and from businesses, so that isagenda, somewhat to people’s surprise. I think one of
the first job for all of our skills strategies. And I thinkthe things that was expected, back in 1999, was that
it is worth pointing out it is no mistake that many ofRegional Development Agencies would immediately
the skills teams fall within the business growth areastart competing vigorously with each other in some
of the RDAs, because we see this as clearly ansort of zero sum game; in fact, in important areas,
integrated part of our action. Without the skilledincluding transport policy, for example, we have
people there to take the businesses forward we aresucceeded in coming up with a collective, a shared,
really going to go not a great deal further forward.national agenda. Now that does require trade-oVs
The skills for many of us, and there are diVerentand it is hard work, but this is an arena in which we
starting-points, will cover basic skills of, for the Westneed to do this for the greater competitiveness of the
Midlands, we are at the bottom of the pile, in terms ofUK too; much better for us to do that collectively
the numbers, for literacy, numeracy and having anythan to be left outside of the loop altogether, because
qualifications at all; so for us there is a catch-up job,of the perception of a series of squabbling regions. So
as a region, to have the very basic levels of skills thatit is a very big challenge to the Regional Agencies.
allow people to function. Beyond that there are the
technical and vocational skills which we will need(Mr Price) If I can put the view from the West
and are changing. If you look at the traditionalMidlands, again you find there is a tension, and if you
industries that the West Midlands is founded on,look at the numbers we would say, in terms of R&D,
where many of the technical and vocational skillsif R&D is important, and we all agree it is, then the
were needed, they are not the ones for the businessesWest Midlands region is probably about half. If you
we are now growing, and there is a real need for ourlook at business and government and agencies
colleges, for the universities and for individuals totogether, it is about that half level, compared with the
understand the need to invest in those technical,East, which is very strong, because it has got a lot of
vocational skills. And we will need many morebusiness stuV and a lot of university stuV. So, clearly,
people at that technical level than we will at thewhat we had to do was position ourselves. It is not
chartered engineer level, at the leadership level,that vastly dissimilar to business, frankly, when you
actually we need a good layer of people with soundare running a business you decide whether you are
skills that can be transferred between companies. Thegoing to compete head-on with the best or whether
critical mass element of clusters has been proven,you are going to make your play for niche areas
there is a technology entrepreneur in Northwhere you can be the best. And, actually, we have
StaVordshire who says, “I wish there were moredeliberately gone in that direction. We have got
businesses like mine because it wouldn’t be sostrengths and we are going to go like mad on
expensive for me to have to train people and bringtransport, because we are really good in that area,
them in all the time; the competition element is muchand we are going to continue to be good in that area,
less important to me, I want a pool of people I canbut we are not going to go for the biotechnology
draw on,” and we need that region-wide. But therethings, where we have very little to start with and we
are also management skills needed, because if we areare going to be miles behind. On the other hand, we
going to develop these new spin-out companies, usewill fight like mad for micro-engineering, because
our science, it will need to be well managed. A pointthat is a natural position for us to be in the
came through earlier about venture capitalistsnanotechnology sphere. There is nanotechnology at
looking for good management, as much as anythingthe biological end, which other people will be better
else, a good idea has to be wrapped round with goodat, but nanotechnology in micro-engineering, we will
management. And the final set of skills really for thego for that, because we are good at it. So it is very like
region are around entrepreneurship, changinga business, making a play for where you think you
cultures. A colleague was saying about the diVerencecan really make a diVerence. There will be conflicts,
in the States, people expect to start businesses, theybut we have got to resolve them. And I do not think
expect to use their own skills to create their ownwe should assume that this should be a planned
wealth; we have to have that as part of what regionseconomy. This is not a planned economy, we have to
expect. So, for the RDAs, and our partners, it ishave a bit of freedom for people to go and do what
about linking the need to the opportunity, that wethey think is the right thing to do.
have a need for skills within our communities where
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the regeneration need is greatest, where the industries companies to want the skills, the graduate jobs as
well.have declined, we have to reskill those people and

then move them into the businesses that we are (Mr Price) Levers; we intend to put 25 per cent of
hoping to form in those areas, so that new businesses our budget into that skills area, that is a lever which
coming in are not just sucking in from outside of our we can use to influence everything. On every
regions or outside of the UK the specialist skills we Learning and Skills Council in the region there is an
need, but we have people ready and able to take up RDA board member, ex oYcio, so we are there to
the new opportunities. And understanding, it is a influence all the learning and skills agenda. In the
demand side thing again, I think we keep coming West Midlands, we have got European funds, the
back to this, that if an individual does not see the European Social Fund. I sit on that funding group
point in skilling themselves for a job they will not do and we shall make sure that goes in the same
it, so, the kids in schools, look at my kids now, if I direction. So we have a lot of financial levers to back
said to them, “Go and work in the ceramics up the strategic positioning that we are putting
industry,” in north StaVordshire, they would laugh, together with the partners, so we can—action—make
because the industry does not sell itself as vibrant, it things happen with those levers.
is not the place to be in, in ten years’ time. The Chairman: Lady and gentlemen, we have had a
industry is working hard, through the Ceramic really good session and rather run over our allocated
Industry Forum, to reinvent itself in its public image, time. I thank you very much for your contributionso that people will be attracted to develop the skills today, it has been most helpful, in expanding on yourthat it will need in five, ten years’ time. So it is that

written contributions, thank you for them too. Also,cycle of creating a partnership within the region of
I thank you in advance for the written contributionsorganisations, all trying to do the same thing, and
you are going to make. We appreciate it very much.that is where the FRESA comes in, and most of them
Thank you.have reached that point, and then creating the

demand side of the individuals to want those, and for

Supplementary memorandum by Mr Norman Price, Advantage West Midlands

During the various exchanges on 4 April, I identified the following three crucial roles of the RDAs:

1. Augmenting and introducing industrial demand into the SET activity of research activities in the region.

2. Facilitating the exploitation of the SET base to maximise the economic benefit to the region.

3. Maximising the SET activity of the region appropriate to future economic development.

This short note enlarges a little on what those roles could involve and why.

1. Augmenting and Introducing Industrial Demand

This has four strands—which I call “the four As”—that may require diVerent approaches.

(a) Awareness. Do businesses know what is available? Bring parties together. The cluster mechanism may
be successful here.

(b) Ambition. Why should people create activity? Understand and augment the drivers: wealth,
recognition, personal satisfaction etc.

(c) Abilities. We need the right staV quality and training in all functions from technician to MD.

(d) AVordability. This is very complex area—without which the others will not work—which has the
following components.

— Direct. The right financial instruments, including risk capital such as venture capital, private equity,
public equity, unsecured loans and secured loans, Public and Private. Further work is being done
here.

— Indirect. Changing the risk reward balance as a result of which exploitation is more likely by:

(i) Putting more public money into the development activity, beyond science so that the
commercial risk is lower:

— Funded through the Universities.

— Funded through such as Section 408 Institutes.

— Funded through new Institutes with newly defined charitable status.

— Intermediate Institutes related to Universities and their intellectual property.

(ii) Using existing public funding of SET in ways that encourage exploitation:

— More focused Third leg funding, perhaps in the hands of the demand side.

— MoD and NHS research exploitation programs.
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— Really emphasise the SBRI programme whereby SMEs have a share of public research
contracts.

2. Facilitating Exploitation

As described below, the mechanisms and need for support in exploitation will depend significantly on the
particular features of the activity such as, nearness to market, resources required and particularly the size of
the exploiting company.

(a) Spinouts from Universities

Emphasis has been placed recently on the importance of spinouts particularly from Universities. Arguably
their importance has been over emphasised in comparison with other exploitation methods. It is diYcult to
generate substantial activity from a spinout quickly because

— Lack of infrastructure, systems and people.

— Shortage of resources.

— Small scale.

— Inability to cross subsidise from other product streams.

— Low credibility of small firms with customers and suppliers, particularly public sector.

University exploitation is particularly diYcult because of the distance from the market of the SET.

As a result of the emphasis many mechanisms have been provided such as University venture capital funds.
These should be continued but they now have a momentum and thus less new attention can be applied.

(b) Spin out of other Science Institute and organisations (such as consultancies).

Arguably not enough attention has been placed on this source of exploitation, in spite of the evidence that
in the past it has been very successful in such as Cambridge. Thus maybe special attention is required from
RDAs.

(c) Big Spin Outs /New Ventures

There may be some opportunities, which need scale, but there are no existing companies able or willing to
take on the exploitation task. This is a particularly worrying concern as more of the middle-sized companies
disappear. Thus there could well be a role of helping to establish an industrial activity for which there is no
demand from the existing industrial base. This is risky but may be the only option for the RDA. A way of
reducing the risk is to use inward investors so close relationships with the inward investment team are
required.

(d) SMEs

As a vehicle for technologically driven growth these are probably an under exploited resource but there
may be cultural weaknesses with little compensating scale of infrastructure unless there is a SET bias in the
existing business and management.

(e) Middle markets

This could be a particularly fertile ground for exploitation, which is under-utilised at present and could
probably on occasions generate new added value quickly. The strengths are the opposite of the start-ups
highlighted above.

— Existing infrastructure of systems and people including route to market.

— Scale.

— More discretionary resources, although probably still insuYcient.

— More stability with its ability to cross subsidise.

The weaknesses are about the awareness and ambition and maybe specific abilities.

New SET could be a means of transforming existing Middle sized companies from a company with no
future into a growth opportunity via transition or “modernisation and diversification”.

On balance this size of sector is probably under-serviced and needs initiatives.
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(f) Large companies

These can generally look after themselves and have suYcient drive to growth but actions cannot be ignored.

— Existing industries such as Automotive need heavy R&D to stay in or ahead of the race. The
potential spin oVs from that both to similar businesses or to totally diVerent industries can be high
enough to justify public involvement.

— Awareness of regional expertise my be lacking and thus facilitating connections with other
companies and the science base could be useful.

— Their strength can act as a catalyst for other smaller businesses and can be used within a cluster
context.

3. Maximising Set Activity

Clearly there is regional imbalance of SET expenditure whether it is from industry, the universities or
publicly funded institutes. Broadly the West Midlands have half its proportional weight. If we assume that
SET is a basis for economic growth then that suggests that the region is doomed to fail. Although this is a
bit of a strong position, there is certainly an argument for making attempts to increase the eVective science
base. This may be by:

— mechanisms to exploit the existing cash streams more eVectively by feeding back demand to the
science activity and making it more relevant to potential markets;

— emphasising technology at the expense of science and exploiting others’ science, UK or
otherwise; and

— taking action to increase the science spend in the region from all sources.

This maximising activity probably needs the region as a whole to act and could be a key objective of a
Science and Industry Council.

April 2003

Supplementary memorandum by Martin Briggs, EMDA

I am writing to follow up the Committee’s request, at the 4 March hearing17, to provide more detail on
how RDAs are assessing the impact that their activities have on the innovation potential of their respective
economies; and the contribution that innovation itself makes to regional economic performance.

Neither of these are straightforward questions. The Committee will be aware that Government allocates
budgets to RDAs through a corporate planning process within which is embedded a performance framework
which assesses both the “outputs” associated with specific RDA programmes (called “Tier 3 targets”) and
the broader aspects of regional economic performance that RDAs are seeking to stimulate (“Tier 2 targets”).
The former are comparatively straightforward to set, and assess. Government has set five “core” Tier 3 output
targets, encompassing employment opportunities, new business creation, remediation of brownfield land, the
creation of learning opportunities, and new investment benefiting deprived areas. RDAs individually have
adopted a number of additional output targets to capture other aspects of their work. EMDA for example
has 15 Tier 3 targets in all, two of which—science and technology spin-outs, and cluster activity, relate very
directly to innovation objectives. Two others—business use of ICT, and the take up of regional equity
investment funds—also strongly support the growth of the region’s innovation capacity.

It has proved more diYcult to define satisfactory measures at Tier 2. When the performance framework
was introduced by Government in 2001, expenditure by businesses on R&D as a percentage of regional GDP
was the key “Regional Competitiveness Indicator” chosen, and each RDA has set targets for increasing this
proportion, directly and indirectly, by 2010 (emda has in addition chosen to focus on increasing the number
of businesses within the region participating in technology and knowledge transfer activity—particularly that
exploiting the national and regional academic knowledge base.) A number of other indicators have been
proposed as alternative or additional measures as listed in the annexed brief note by my colleague Philippa
Ryan.

These and others in use, or under consideration, across the regions of the UK may all prove helpful in
providing additional “mood music”, but do not present a comprehensive picture of changes in the innovative
capacity of regional economies. In any case, the robustness of the data available is as much an issue as the
specific mix of indicators that will provide the best guide to innovative performance.

To set any such ambition implies a constant process of benchmarking performance against that of other
European regional economies. We adopted a Regional Competitiveness Benchmarking model when the East
Midlands Regional Economic Strategy was launched in 1999, to assist us with this. The methodology adopted
by our consultants identified innovation as one of the key aspects associated with strong regional economic

17 See Q111.
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performance without suggesting that any precise correlation between innovation and economic performance
(in GDP terms) is demonstrable.

The complexity of the relationship is more than a question of establishing satisfactory economic data. The
innovation process itself is immensely complex. The East Midlands is fortunate to benefit from the presence
of PERA within the region, who bring a great deal of practical experience to bear on the question as to how
individual companies, and regional economies might raise their game. I know that PERA have made a
separate submission to the Committee; but I am also forwarding some work that PERA has undertaken to
illustrate the elements that a Regional Innovation Support Strategy needs to capture. This demonstrates how
many diVerent factors we need to integrate in our thinking—and associated actions—if we are to promote
eVectively an increased innovation capacity in each of our regions.

May 2003

Annex

Additional note by Philippa Ryan, Innovation Policy Advisor, EMDA

RDAs have included exploitation of the science and technology base as part of the Innovation element of
their Corporate Plans. However, Innovation is one of the hardest targets/measures to tackle robustly.
Innovation can be defined in many diVerent ways and, even amongst these, robust measurement is often
extremely diYcult, especially in terms of economic impact. Measures of success at project level are very
diVerent from measuring improvements in economic performance at regional and national level—further
work is required to help us understand the interconnection between innovation/SET transfer and the success
of regional performance.

The (EU) Community Innovation Survey is essentially a survey of technology-based new product
innovation and process innovation, excluding other forms of innovation, such as managerial or
organisational. Despite this narrow focus, however, the definition of innovation used remains broad, since it
also classes technological adoption as innovation. Reliance on the CIS from which a composite innovation
measure is produced from a range of questions asked about product development, R&D, use of technology,
links with HEIs etc. is not ideal since the sample size of the survey makes the reliability of this data
questionable.

There are only limited statistical and survey sources currently providing systematic information on
innovation, particularly at the regional level, and the main oYcial sources suVer from a number of weaknesses
as partly described above. As such, acceptable proxies need to be used to assess innovation. For the East
Midlands a number of options were considered for Tier 2 but due to the limitations outlined above two
measures were chosen:

Expenditure by businesses Increase business Increase business
on R&D as a percentage expenditure on R&D (as a expenditure on R&D (as a
of the regional GDP was percentage of regional percentage of regional
1.27 per cent GDP) to 1.4 per cent by GDP) to 1.6 per cent by

2005 2010

Source: Regional Increase participation in knowledge transfer schemes by
Competitiveness 5 per cent per annum
Indicators, ONS

In relation to national/regional integration then it would be ideal to have integrated SMART targets
that meet both Tier 1 strategic objectives and integrate at Tier 2 (regional) level. This would suggest a
generic type of target—however, there would need to be enough flexibility to develop supplementary
targets to meet regional diversity. In relation to Tier 3 (RDA) targets, we currently measure numbers of
science and technology spinouts. Clearly the development of SMART targets would need to ensure
coherent linkages between regional outcomes (Tier 2) and EMDA’s own (Tier 3) targets.

Some other potential targets therefore need to be considered, but the question remains around
systematic measurement and coherent linkages to European, national and regional policy. Potential
measures are outlined below:

— Sales of new-to-market products.

— EVect of tax credits on R&D.

— Nos. of new technologies developed.

— Nos. of Patents and licenses registered/issued.

— Nos. of collaborations between HEIs and businesses.
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— Nos. of companies collaborating on joint R & D projects.

— Nos. of Science parks/high growth incubators established.

Further Work Already Under Way

1. A cross-RDA Performance Management Group (PDG) is proposing, with the Regions Directorate of
the DTI, the development of a single RDA Performance Management Framework, which would include a
fundamental review of the existing targetry framework covering RDAs.

The PDG will report into RDA Strategy Directors and Chief Executives with recommendations expected
towards the end of 2003.

2. The cross-RDA Innovation Managers Group has also recognised the need to agree on common
measures of success for Innovation activities and will be working on this issue, reporting into Enterprise
Directors and Chief Executives in due course. Data capture methodologies will be a key issue.

3. These two Groups will maintain close contact and will also be liasing with other Government
departments and external organisations to ensure a cohesive approach is taken. Activities funded by diVerent
sources (eg Research Council, HEFCE, EU ! DTI etc.) currently require diVerent targets and outcomes, but
could use an integrated set of measures.

4. The DTI Innovation Review is also looking at the various measures set up by RDAs and other UK
agencies to see how much similarity/diversity exists in their Innovation measures, including application of
SET.
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Examination of Witnesses

Professor Diana Green, Vice-Chancellor, SheYeld Hallam University; Professor John MacIntyre,
Associate Dean, University of Sunderland; Dr Christopher Padfield, Director of Corporate Liaison,
Cambridge University; Dr David Prior, Director of Research and Business Services, University of
Liverpool; Ms Caroline Quest, Director of Knowledge Transfer, King’s College, London; and Dr

Douglas Robertson, Director of Business Development, University of Newcastle Upon Tyne,
examined1

(Dr Padfield) I am very similar to DouglasChairman
Robertson, without the technology transfer and

125. Good afternoon. Thank you for coming this commercialisation aspects but including the full
afternoon and helping us with this Inquiry—a range of the university’s external engagements
complex one, if I may say so, from my point of through to involvement with the community.
view—but I am hoping you will make it easier for us. (Ms Quest) I am Director of Knowledge Transfer
Before we start, it would be good if you could at King’s College, London. I have a similar role from
introduce yourselves for the record. the rest of the panellists. I manage the knowledge

(Dr Robertson) I am Director of Business transfer activities of King’s College across the
Development, University of Newcastle. I look after disciplines of the college and across the economic

sectors of the region nationally and internationally.the areas of external research funding, research
policy, technology transfer and commercialisation,

127. My colleagues and I will not address ourand regional liaison and economic development.
questions to anybody in particular, but hope that one(Professor MacIntyre) I am from the University of of you will pick them up with others coming in asSunderland. I am Associate Dean in the school of they wish. I will start: one of the roles of the Regional

computing and technology. One of the Development Agencies is to facilitate the use of
responsibilities I have is the development of reach- science, engineering and technology, not only for
out strategy in the third layer which is extended to the technological innovations but also for generating
strategy for the whole university, and I have been new, high value-added and knowledge-intensive
extensively involved in the development of the businesses. From your perspective, I would like to
regional policy and strategy for science and know how this is working in practice and what
technology with the RDA. impact it is having. More importantly, do you think

(Professor Green) I am Vice-Chancellor of there are any improvements to be made and, if so,
SheYeld Hallam University but I also am a member what?
of the University UK’s Business and Industries (Professor Green) I will make two responses to
Strategy Group, and a member of the expert group start with and allow everybody else to pick up. The
which advised the Higher Education Funding regional development agencies are relatively young
Council and the DTI on the distribution of funding institutions and, from my observation both in terms
nationally for knowledge transfer, both in of the operation of my own region and the operation
HEROBAC initiative and the Higher Education of others that I know about, the extent to which they

feel engaged with this particular agenda and, indeed,Innovation Fund (HEIF).
are able to incorporate it into their own objectives

126. Unfortunately, your Chancellor, Lord diVers hugely from region to region. To a certain
Winston, is unable to join us. extent, if I can make one point which is not being

(Dr Prior) My responsibilities are very similar to critical of the question, one of the diYculties that I
Douglas Robertson’s—research, reach-out agenda, have in terms of answering this, and certainly it is
exploitation and the region in general. I serve on the true of my region, is that the definition of science
Innovation and Technology Advisory Board for the engineering and technology is rather narrow and
North West Development Agency. excludes some of the key digital technologies,

particularly as they move into the creative industries
which are the critical point, certainly in terms of one1 The witnesses appeared in a personal capacity. However,

particularly relevant items of written evidence received by of the clusters within my own region. That is
the Sub-Committee were the memoranda from: AURIL, the probably true of all the regions as well in terms of
Association for University Research and Industry Links how they engage. The more general point is that the
(p 243); HEFCE, the Higher Education Funding Council for extent to which the RDAs are able to engage willEngland (p 283); Universities UK (p 358); and Dr

depend on the knowledge they have and theRobertson’s institution, the University of Newcastle Upon
Tyne (page 332). mechanism they put in place in finding out what their
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own knowledge base is of the activities of universities terms of the RDA interpreting a strategy rather than
developing and leading a strategy. I must say I wouldin their regions, and that is hugely diVerential. I am

aware of the work done in the north west very be very much more comfortable, and I think
colleagues and people in industry would be, if theysuccessfully in terms of understanding the science

base. In my own region, the RDA did commission a were confident that the RDA was trying to articulate
their desires and their positions, because thestudy of the science base which was not satisfactory

for their purposes and has given them some people—and I think I probably take a rather free
market position on this—who lead this whole agendadiYculties in terms of them trying to think about how

they translate that into setting up a science and should be industry, the leading researchers, the
people who are making the waves, and what we needengineering council, so there are huge diVerences

from region to region. from the RDAs is to articulate their views, identify
constraints and barriers, and try and move those and(Dr Robertson) I would agree that it is a bit early
build infrastructures such that people who are tryingto judge in many instances. One of the things that
to build businesses and trying to put knowledge tostrikes me is the development of the human capacity
work can do their business.within the regional development agency and how

they utilise the human capital and the knowledge (Ms Quest) I would like to support what
Christopher Padfield has said. There is a danger thatcapital in their regions and elsewhere. In many of the

RDAs’ staYng structures the staV were inherited RDAs can become overly interventionist in the
relationship between universities and industry, andfrom widely diVerent roles, and they are now starting

to build the capacity internally where they can distort, if you like, the market relationship
between the two which can have consequences. Iunderstand to some extent the science engineering

and technology issues, but often they are playing would also like to add to what has been said about
catching up on science engineering and technology. Itcatch-up. Where you have an organisation with a

strategic function, it will take a while for the human is a highly expert area and requires knowledge
capacity to build in order for them truly to transfer and people like ourselves to be funded to
understand how they can best make their impact. engage in the transfer process, so to come new into
There are issues around that which need serious the area and expect to understand it and set up
consideration within every development agency as to centres of international excellence and so on is a tall
its skill-set and what it needs. order. At the same time, the RDAs have to learn how

(Professor MacIntyre) It is clear that the regional to liaise with universities as educational institutions.
development agencies are trying to think strategically I am not sure that RDAs have grasped the competing
about how they support science and technology. priorities within institutions such as my own where
Take the example of One NorthEast in our region. research and teaching are clearly the first and second
They have a very clear strategy that has been set out mission, and knowledge transfer is the third.
and well thought through; they have done a lot of (Dr Prior) Someone mentioned the north west—
work on listening to industry and mapping both the and I say this not because Lord Thomas of
science base and the industrial base, plus they are Macclesfield is here—that there has been a
mapping the establishment of a policy which is very recognition of the national agenda that the
well disseminated in terms of the centres of excellence universities work under. We are funded from the
and how they will support both sides and the actual international scene—from London and from
economy in the region, and the concept of developing Brussels—and I think we are seeing signs of a
world class centres of excellence and the region developing partnership between the HE sector on the
taking responsibility for the development of this one hand, industry on the other through the Science
agenda. That has been very well thought through at Council, and increasingly the development agency,
strategic level, and I would suggest if you talk to the which has had its own agenda to work to in the
people at the agency doing that strategic thinking formative years. We think at the heart of it is
and then move to the implementation of the strategy stimulation of innovation, and I think we have to be
they would be equally frustrated as the rest of us at careful that we cover the broader aspects of how
how slow and bureaucratic it is, and that is largely to innovation can be stimulated. You have referred to
do with that skill-gap that has been mentioned— the high growth, the high value and the spin-out from
people having the ability to implement this strategy companies that we are all thinking about at the
and then developing a detailed understanding of moment, and perhaps at some point the tender
what it is we are trying to implement. So there is a question should be that we should reflect upon the
clear gap there and I would suggest that most of the broader activities which are taking place. Finally I
agencies recognise it in themselves and are trying to would support my colleagues in that the engagement
move towards it but there is a lag between developing with higher education is not yet complete; there is a
that human capacity to implement the strategy as it lesson to be learned on both sides. There is a capacity
is developed. problem within the development agencies and they

(Professor Green) Reinforcing that in my own are learning, and in fairness to them they are willing
region, the RDA has recently appointed a very small to learn and to help. Equally, we have to learn within
team of two people who are really just beginning to HE that there is now this diVerent animal around and
come to grips with how you move from a strategy to we must learn to work with them too.
implementation. They do get side-tracked into other

128. So what would you like to see changed?priorities so there is a real capacity problem there, I
think. (Dr Prior) I would like to see a closer engagement

with the HE sector. At the moment we seem to talk(Dr Padfield) From an East of England
perspective, it is very much more helpful to think in at strategic level. I serve on an innovation and
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technology advisory board which meets, talks and expert in this area, bearing in mind that the DTI did
not second or transfer anybody from science ordiscusses but is not really coming out with some of

the hard actions we would like to see. We all have technology or engineering into the RDAs, then you
are going to wait for ever. Is not the issue as youexamples of things that have worked, of ways in

which our resource bases have been used to support described at the end: that there have to be vehicles
through which the RDA can work and it is thisindustry in some way. We are seeing examples of how

the development agency can support the interface collaboration and working together that brings out
the basic points? You cannot change low level civilbetween academia and industry, and examples are

there in the north west and elsewhere. What I would servants to be sudden experts on strategy, and I think
frustration arises because the RDAs have not donelike to see, therefore, is a more pragmatic approach,

one which is leading to some examples and some that.
initiatives being introduced, rather than trying to (Dr Padfield) I am sure what Douglas Robertson
embrace a simple strategy at regional or higher level. says is extraordinary valuable, but there is always a

risk. That is that too much intervention of this kind129. And who should do that, and how?
can result in soft investments; the creation of soft(Dr Prior) It is a partnership between the businesses which vanish as soon as the economydevelopment agency and the HE sector and the changes and so on, and one needs to be very cautiousindustry base. I would add a fourth dimension to about too much investment of that kind from civilthat, because it appears in the north west, which is servants.that many of us have funds—Objective 1 and

Objective 2 funding—and they too have their 131. They are not civil servants now. They are now
agenda. Perhaps not so much on the science agenda in the private sector and can be hired and fired; that
but on the reach-out and the business support agenda has changed their culture enormously. What has
it is vital that, strategically, the Government OYces been done by some RDAs is to use vehicles, either
are brought on board—the Development Agencies ones that exist or that have been created like the
do have an important role with the Government science councils, and use them as a thinking
OYces. process—I was agreeing with what you said. You

(Dr Robertson) To follow up on the kind of need to do that.
comment with regard to intervention, one of the (Dr Padfield) Yes.
reasons for regional policy is the diversity of the

132. Turning now to a diVerent point, there are, asindustrial landscape in the United Kingdom and
well as the regional development agency initiatives,therefore one has to be careful not to take a national
many national and European schemes andconsensus, if you like, or assume a level playing field
programmes—particularly, as you mentioned,of what the engagement should be. For example, in
Objective 1—developed over a number of years tocertain regions in the north east, the industrial bases
encourage business use of science and engineeringmay not be as fertile an innovation ground as that
and technology. How coherently are these operating,around Cambridge. Therefore, although one does
and how much does all that experience informnot like to use the word “intervention”, we have to
current and future development?think of ways to leapfrog the history of the region

(Dr Robertson) It is not particularly coherent! DTIrather than rely on the intelligence from within the
has recognised that, of its own schemes, Lordregion being gathered from businesses that are
Sainsbury and the OST have always beenmaybe not active in the areas and the domains that
commenting on the fact that ministers do likeone needs to have in the knowledge-based economy
initiatives and schemes when they launch them butin ten or fifteen years’ time. The issue of engagement
they do not like them when they look back at them inis one of operationalising strategy, and that is where
terms of the diversity that creates. I like some of theall regional actors have to get more acquainted with
things that the EPSRC is doing in the post-graduatesitting around the table and thrashing out
student domain (eg Doctoral Training Accounts andoperational issues. The RDAs nationally have to
Collaborative Training Accounts) which is taking astop being contracting agencies and start being
number of initiatives and putting them under ancollaborating partners. We are seeing some signs of
umbrella and saying, “You can mix and match andthat but it is quite diYcult, given the way RDAs are
we will give you a pool of resource to hit all of thoseobligated under their relationships to government
buttons, and here are the vehicles we have used in theagencies and departments, for them to act in a way
past and you can use those or new ones”. There isthat might give them as much freedom as they
quite a lot of hard thinking to be done in the thirdmight wish.
strand commercialisation agenda nationally to try
and ensure that we do not get trapped into “silos”—
we must take an over-arching perspective. There are

Lord Thomas of Macclesfield some very interesting things we could do if we had the
courage to let go of some of the individual strands.130. The RDAs inherited civil servants with

absolutely no expertise—it is factually true—in (Professor MacIntyre) I think the phrase I would
use to characterise this is “policy fragmentation”.science, engineering or technology. The smart thing

some of the RDAs did was to say, “We do not know, The frustration about what the RDAs are trying to
do, for example, comes from the fact that they run upand it will take us a long time to know, so who else

does know?” They set up a science body for that against the brick walls of other initiatives from other
parts of government from the EC, from aspects ofpurpose, and that has been replicated by other

RDAs. So in terms of the comments from Newcastle, HEFCE and research councils all the time and the
result of that can be what to the outside observerif you are looking for the RDAs suddenly to be
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looks like a completely crazy situation of competing Lord Turnberg
entities being set up to do exactly the same thing.

133. To some extent this is a problem of matchingThat is frustrating to us and to the agencies, and
agendas and diVerent scales—at a European scale, atcertainly in the north east there has been evidence of
a national scale and a local scale. From what youthat. An example of where joining the dots up would
said, is it not really up to you to get together with thelever something more than the funding that has been
RDA? You know what the national agenda is, forput forward from the diVerent initiatives would be if
example, in the various technical, the relevantthe research councils could look at what is happening
scientific and engineering disciplines. Is it not for youin the regional initiatives. For example, if the
to get together with the RDA and say, “Look, if weresearch councils find it diYcult to find capital, they
together approach a research council, we happen tocould find revenue and could say, “Well, let us look
know that this will fit into their national agenda andat the agencies to learn how we can develop the
it is going to be something useful in our region”.research infrastructure against the regional policy”,
Have any of you tried that?specifically looking at the world class infrastructure.

(Dr Prior) The focus I am more concerned about isThat would be something that would benefit
working with the government oYce rather thaneverybody and currently there is no real mechanism
research councils. With research councils they haveto tie that together.
come together quite well. There are problems and
there are issues to address, but the problem is really(Ms Quest) There does seem to be, as was

mentioned in the case of the EPSRC, more coming the more fundamental issue of working with the
business support activities, where we try to gettogether of research council policy and DTI and OST

knowledge transfer policy which is welcome. The innovative ideas out into companies. We do have a
gap between the constraints of the Developmentresearch councils have done a consultation on

knowledge transfer and it will be interesting to see Agency who are being supportive and the
Government OYce as custodians of Europeanwhat the outcome of that is, but there are still

schemes about which seem to pull in opposite Structural funds, and it is very hard and frustrating.
directions. One of those is the Smart award which is (Dr Robertson) But that does not mean to say you
very valuable to SMEs, but unfortunately you are not right in that there is an obligation on us in
cannot get that award from the DTI if the university higher education to engage. Some of us have been
has got a 25 per cent interest in the spin-out, so we developing teams which have the skill-set but there is
have spin-out being promoted but the funds that they a slight diYculty: we may be on transmit, but there
can apply for are not being able to be used if the may not be a receiver in range so we have to work
university has a significant interest in that spin-out. until we find the right wavelength, and that may take
So there are lots of these little tiny obstacles that, if a bit of eVort. With funds like structural funds we are
there was a clear, co-ordinated policy focus amongst still suVering substantially from thinking in old
various government stakeholders, would be ironed terms, and under some national schemes as well. I
out. remember going to the government oYce in the East

Midlands and saying, “I want to introduce new
(Dr Prior) Returning to R&D, we do see a degree technologies into businesses in the Nottinghamshire

of joined-up thinking. Research councils now are coalfields but if I do I will not create jobs; the
working much more in accord with each other and companies will need fewer jobs initially but they will
are fitting in with many of the government initiatives. be profitable enterprises and they will stay in
Our main problem comes rather more at the reach- business”. Profit, staying in business, was not a
out business support part of the agenda where we metric! Jobs being created is one of the strongest
have a very great problem in trying to take forward metrics in European Regional Developmentinnovative ideas, ideas which may be new Funding and it is the biggest constraint to taking atechnology, new ideas, to get them into a region and truly innovative approach to the introduction of newinto business as early as possible so that the region technologies.and companies would have a head start. We have a

(Dr Padfield) I have a couple of simple points. Thegreat problem because we can talk to the
question is wishful thinking at a certain level—thedevelopment agency about these ideas and in fairness
third law of thermodynamic applies, and thethey are receptive to them. They will quiz us and ask
quantity of entropy in universities is continuouslysome diYcult questions but by and large they are
increasing. As Government continues to take areceptive. We then try to get joint funding,
greater and greater stake in all sorts of elements ofparticularly from structural funds or SRB, and we
the national agenda, then there are going to be, I fear,come up against a brick wall because they are looking
more and more competing initiatives. What ourfor outputs which will satisfy the Treasury in terms
RDA has started to do, I hope very usefully—thoughof numbers of jobs or companies or whatever. They
it is something which could be done extremely well orwant to see a market demand and a need, and that is
could be counterproductive, as with manysomething you cannot do of course with new
initiatives—is putting in place an information servicetechnology and innovation, and there is a vital role
which does not attempt to resist the generation of allhere strategically. If the development agencies who
these initiatives but attempts to integrate them atwork with the government oYces could come
least in the mind and guide people through them.together to find a way to get innovative ideas
This seems to me to be a useful function at RDAforward—they may be speculative but if they can do
level. On a separate point, the same words can meanit—it would be an enormous step forward in my
very diVerent things at diVerent times. David Priorview.
suggested that knowledge transfer can be rather
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diYcult: in the University of Cambridge I do not have diVerent metrics and diVerent ways of valuing
for money. Ultimately the diYculty lies in what wethink knowledge transfer is diYcult at all. One of the

things which needs to be said quite strongly in the said before in that the RDAs eVectively inherited
inexperienced civil servants to do the jobs, and we getwhole of this discussion is that in the universities

which are very firmly based on research, in research- faced time and time again with what are the rules and
“This is the process, we have to follow it”. Some ofled universities, knowledge transfer is part of the

game. We do not research in isolation; there are very the results of how the processes are applied are, quite
frankly, ridiculous and obviously ridiculous but thatfew academics who ever research in isolation. The

research that is done is done hand-in-palm with is the way it is, that is the process, and we need to find
a way to get past that. The individual metrics alsoindustry all the time. The business of spinning stuV

out and creating wealth out of the knowledge need very serious consideration.
generated is very much part of the culture and is not 134. I have a lot of diYculty understanding all thesomething that academics have to be persuaded to diVerent agencies, bodies and funders or hindrancesdo; it is completely part of what they do. Perhaps a to the sorts of areas you are involved in. It seems tomore diYcult issue, that some colleagues have me there is not only a large number of possiblebrought up, is the business of encouraging the RDAs approaches but also each of the various approachesto address such issues in true partnership with us you may make involve diVerent sorts of constraintsrather than, to an extent, separately and remotely and limitations. So knowing the system and knowingand then having to patch it together afterwards. which buttons to press seems to be the reason why(Professor Green) It is not only in research universities, and presumably industry, has to employintensive universities that research and knowledge large numbers of people like you who understandtransfer are seen as a two-part process but also in this system. Is there any simple way through this?institutions like mine as well. I want to pick up What would you recommend, and would you startsomething that Caroline Quest just mentioned, from here?because I am not sure whether it aVects a number of (Dr Robertson) We would never start from here! Iregions, constraining the RDAs in terms of some of come back to the example I picked of the EPSRCthe delivery of their objectives as well. It is certainly where we need to create ‘umbrella schemes’ thataVecting us, and this is what she referred to as the 25 cover the broad span of the activity and engage withper cent Rule. One of the problems that aVects the key players in a collaborative framework, and Iregions that are able to have Objective 1 structural would like to see a further development of higherfunds is that they are caught by what is called the education innovation fund which was not saying,“state aids rule”. In my university, if we want to spin “Here is the strand of revenue which has beenout intellectual property, as we do, as soon as you identified in the comprehensive spending review aswant to incorporate a company or want to set up a third strand activity”, but was putting that alongsidejoint venture and you need additional funding, if you everything else as part of a strategy that a highercannot get it through the private sector funding, if education establishment would put forward as toyou want to use some of the funds we have what they would wish to lever from a variety ofavailable—like HEIF or funding from Objective 1— arrangements and then for the HEI to be givenyou cannot because you stumble over the “state aids responsibility against that strategy. It would give usrule”. The European Commission is aware of this nowhere to hide but at least it would give us theand recognises, because I have raised it in every wherewithal to try and lever what we think we canforum I can, that it needs to be changed but it has achieve where we are not trying to press an individualbeen very dilatory in terms of doing anything about button. You might be right—one may not need toit. This is a real problem because there are huge have so many individual staV to be more eVective.amounts of money going into a number of regions in

(Ms Quest) I wanted to pick up on Lordthis country, including South Yorkshire. RDAs want
Turnberg’s comment about the large numbers ofto put in additional cash for wealth creation purposes
knowledge transfer people in the sector. I would notand we cannot utilise public funds for this purpose.
argue for greater numbers but I do think—In South Yorkshire there is a special innovation fund

being set up which we cannot utilise to grow the 135. You misunderstood me. I meant the large
companies we want to spin out because of the state numbers of organisations with which you have to
aids rule, so it is not only the problem in terms of jobs deal.
but the constraints of funding as well which is a (Ms Quest) That is absolutely true, this plethora of
major inhibitor to the universities working in organisations and schemes, and, in fact, the
partnership with the RDAs. knowledge transfer resource within most universities

(Professor MacIntyre) To reiterate, structural is less than one per cent—at King’s, it is 0.6 of a per
funds and the bureaucracy behind them are a cent of resources—so in this situation with so many
nightmare and is getting a lot worse. This has caused schemes and so many organisations to engage with
substantial diYculties in terms of trying to deliver we are really pulled in too many diVerent directions
what those funds are meant to support at an and cannot focus and develop and sustain particular
operational level, and really I would suggest that is initiatives that are a priority to us, so I guess the
almost a crisis point in terms of being able to use major change I would like to see is a common policy
those funds eVectively. In answer to the focus and clear priorities. We shall be moving on to
supplementary question which was whether it is a metrics, but one of the big issues is that there are quite
challenge for the universities to engage with RDA a lot of metrics but they are not prioritised. We do
and research councils, an awful lot of that is being not know what it is fundamentally that all agencies

agree we should be achieving. There are not enoughdone but unfortunately all of these various initiatives
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resources and there are not enough people to dance or “How many CASE studentships have you got in
the region?” Routinely most universities do notto everybody’s tune.
collect that data at source. It is very diYcult to go(Dr Padfield) Another partial answer to your
back on £100 million worth of research contracts andquestion perhaps is that universities are not rich in
pull out whether or not it was an SME in the regionfunding and have very little in the way of operational
and, frankly, for most other people in the universityfunds. They barely have enough funds to do their
it is not exactly a priority, so we need to develop basiccore business, but in terms of the kind of initiatives
systems and processes. By having the HE-BI surveywe are talking about here, universities have no access
the right thing is being done because year on year weto discretionary funding of their own whatsoever,
are able to answer it better, but at the moment theand certainly not on the scale of American
data is not there.universities. They have to fish in all these ponds

which means that the consequences are necessarily (Professor Green) To reinforce the point, the only
somewhat diVuse. One partial answer would be to metrics that tend to be used are the RAE, and that is
have a little bit more trust in universities, which are true certainly in my own region in terms of the
major players in this knowledge creation and transfer criteria that we use in terms of the decision for setting
game, and give them something more approaching up Centres for Industrial Collaboration. One of the
operational funds to take initiatives themselves. That problems we have—and I saw this in both the
would always be with partners. HEROBAC and HEIF initiatives—were where the

only metrics that were around were the sorts of data136. Are there too many partners? That is really
in terms of what institutions are doing and did not inwhat I was after. Are you fishing in several ponds?
any way relate what institutions were doing to the(Ms Quest) Yes.
objectives of the funding. If the RDAs were looking
at developing a really strategic approach and looking
at implementation then I would counsel them to beLord Methuen
looking for metrics which relate to the activities and

137. So, do current performance indicators and what they expect from the activities. Obviously a
RDAs’ methods of operating have suYcient time track record of institutions in terms of presenting
horizon, focus and flexibility to support the eVective themselves is important but what we should be
use of science, engineering and technology for looking for is performance against the actual
economic growth? I get an impression from the objective that is set by the RDA in terms of a
evidence and from what you said that you think they particular initiative, and we seem to have it the wrong
are over-bureaucratic and much too slow in way round at the moment.
responding. Do they have adequate metrics to (Dr Robertson) One has to be reminded that
understand what they are achieving? regions do not have walls around them: they are

(Ms Quest) I think the national performance merely administrative conveniences in part and they
indicators such as they exist in the area are very weak, merely group together towns or cities which have
there is no doubt about that; weak particularly with common problems or identities, but the boundaries
respect to activity in the regions and collaborations are not hard lines on the map. They do not give you
between universities in the regions. Last week the a passport, technically, to go from Yorkshire to the
higher education business interaction survey was North East! I am not that concerned whether I am
published for the data 2000–2001 and there are only working with the company in one particular location
about three questions in the HE-BI survey that but I am concerned that we are engaging with
address the regional agenda, and they are quite business. Therefore one has to make sure that we do
minor and indicate a poor response. Would you be not fall into a trap of creating a false map between the
interested in a quote from the HE-BI survey? intellectual assets in a region and the business assets.

That is not to say there should not be a strong
relationship. I certainly believe that universities have

Chairman a role to play in changing that industrial base in terms
of new technologies and knowledge-based industries,138. Perhaps you could let us have a copy.
but it is engagement with industry that matters and(Ms Quest) Certainly. It points out how poor the
we have to be careful that we do not engender policiesdata is on regional activity. In other words, we are
that are in danger of becoming parochial. In themaking policies without an evidence base.2
North East, the science centres of excellence are
taking a strategy which is outward-looking and
national and international in perspective andLord Mitchell
embodied within the region, and that seems to me to139. Why is that? be right rather than where you do a rather sterile(Ms Quest) I am glad you ask that question. My mapping exercise and reinforce the past rather thanown view is because the knowledge transfer try and engender change.infrastructure within universities is just too small at

the moment and too under-developed to have the
right systems and processes in place to collect the
data. They are asking, for example, “How many of Lord Thomas of Macclesfieldyour research contracts involve SME partners in the
region?” That literally has been one of the questions, 140. And that is particularly true of the North

East, is it?
(Dr Robertson) Yes, absolutely.2 See Ms Quest’s supplementary memorandum on page 83.
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(Professor MacIntyre) You asked3 about whether culture of higher education institutions so that
eventually it became part of the recruitment,the time horizons are appropriate and I would like to
promotion and reward strategies of higher educationrefer specifically to the agenda on innovation and
institutions. The aim was for equal recognition forentrepreneurship. We have mentioned the North
people working in knowledge transfer areas, asEast where there has been a longstanding whole
happens in the academic research area, but theculture and a very key part of the regional economic
number of institutions that built that into theirstrategy to develop a knowledge base and it is clear
strategies for HEROBAC in the first round was verythat the current metrics that have been used by the
small, and until that starts to happen it is not goingRDAs and the other funding bodies in the north east
to make a diVerence. There is also a practical andsimply do not match the time horizon. Taking all of
financial aspect. The practical aspect is the extent tothe best practice from the United States, for example,
which we are requiring academic staV to do more andyou would be talking about perhaps a 15-year
to rebalance their priorities, and we also send signalswindow to see the fruits of these seeds, and that is
to them not only in terms of their own personalway beyond the attention span of the metrics in use
reputation but in terms of attractive financialat the moment. So we have to find a way to try and
incentives associated with various activities. If youmatch that and say that we really need that long term
look nationally at the amount of cash going intovision and the ability of the RDA and the other
third leg funding which will rise to £90 million bybodies to manoeuvre within that kind of length of
2006 and then compare that with £2.6 billion goingtime and that kind of strategy, but the diYculty is
into research it sends not a terribly powerful signal atthat from a political perspective all the people in the
a national level, let alone local, of the relativekey positions will be long gone by then, and will not
importance of these activities. If we were reallybe around to account for the results.
serious nationally, therefore, about third leg funding
being a really serious activity for members of staV

and institutions, we would need to look at the extentLord Mitchell
to which there was some kind of adjustment of the

141. During our various visits, members of balance of those funding streams. The extent to
academic staV have highlighted tensions between which individual institutions, including my own, are
RAE demands and delivering knowledge transfer. able to supplement from other private sources the
Are there similar tensions in your institutions? If so, public funding is increasingly constrained these days
how are they being addressed? but it does not stop us from doing it, and we are

(Professor MacIntyre) One of the major things I setting up a venture capital fund to try and help the
have been doing is developing a strategy which is situation along and to send the right messages but it
really horses for courses and about focusing, first of is very diYcult. This is not going to happen quickly
all, on finding the right people to do the right kind of but if the right messages are sent out I am convinced
activity. Some of our academic colleagues are very we can achieve something in the long term.
good at doing excellent research but would not (Dr Prior) The answer to your question is yes.
necessarily be able to do knowledge transfer or other Having said that, however, if you bring something
kinds of third-leg activities, whereas other colleagues new along then someone will object to it. It is
would be very good at that and are extremely good changing the culture; I think we have to accept that
at going out and taking a role in what we do, taking and there is no doubt of that. One of the concerns I
some of the technology or development of research have is trying to meet the growing expectations of
and implementing it within the economy. An staV who want to be involved in activities which lead
important part of the strategy has been to balance from research to reach-out. That culture certainly
that workload for individual academics. A big issue starts to change and part of the challenge we face is
across the academic sector is that the introduction of how we recognise that and how we reward the
third leg as a core activity for all universities, research and the teaching within our structures. We
eVectively saying to the academics that they now have growing experience that there is
have an extra item to find the time for is a real issue. complementarity between a strong research base and

reach-out, the interaction to industry, so the best142. But are there these tensions?
examples that we now have are coming from the(Professor MacIntyre) Yes, absolutely. The strong research base. We have projects where thediYculty is in trying to address all the areas and the integration of an R&D base on the one hand and theworkload problems this creates. The question has reach-out into industry on the other is part of onebeen raised about the metrics and these various project, so one bit is not a bolt-on part of the other.

initiatives. We have taken the view simply of There is a problem, therefore, but also a change in
identifying things that we can do well that will have culture. Going back to the time element, that
impact—not just the quantitative items and how changing culture will take time and the three or four
many can you tick in the box but what will have years that we have had so far of third stream funding
genuine impact—and we focus on a relatively small is certainly not long enough to make suYcient
number of things that we think we can do well and impact.
then ask our academic colleagues to implement
those.

Lord Turnberg(Professor Green) This is a problem nationally. I
remember that one of the aspirations of the 143. Following on, do you think there should be
HEROBAC scheme was to start to change the some national esteem measure of this activity

separate from the RAE and the TQA, or should they
be part of the same thing?3 See Q 137.
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(Ms Quest) Just in response to Lord Mitchell’s teaching, in research and in technology or knowledge
transfer I think could be unfortunate. The Universityquestion, because they follow on one from another,

at King’s and I think at other universities as well— of Cambridge’s mission, if anyone ever looks at it, is
to contribute to society through teaching, researchKing’s is not alone in this—the tensions between

knowledge transfer and the RAE are not as great as and learning. It seems to me that what we would be
better to do is to understand that universities areyou might imagine. At both national and

institutional level, RAE performance and extraordinarily complex social organisms which have
thousands of interconnections with society. What wecommercialisation activity are directly proportional

to one another, so most research intensive are trying to look at here are the consequences of
those interconnections with society, some of whichuniversities tend to have the best performance in

knowledge transfer. I think that the esteem of the are easily measured as knowledge transfer, some of
which are much more long-term and subtle. If oneinstitution should be handled at an institutional level

and at an individual level. wants to raise the status of this front end of the
mission statement—“to contribute to society”—then144. Do you think that the people who do the RAE
we first of all need to ask what are the dimensions ofshould have a section in it which says, “Let’s look at
the contribution that a university makes to society. Ithow they are handling esteem”?
is not just spinning out companies, but it is actually(Ms Quest) Yes, exactly, and we responded to the rather sophisticated and it is hugely important.Research Councils UK consultation in this area that HEFCE have put a lot of eVort into thinking aboutthere should be, at the end of a research grant metrics for this area and a number of us in the Russellapplication, an opportunity to point out the Group who have contributed to that thinking, Iimplications of the proposed research for hope, are contributing to the notion that this is notcommercialisation; and to be able to go back to the just about wealth-creation, but about a huge range ofresearch councils to apply for funds to assess the activities. Wealth-creation itself is a verycommercial potential of the research. sophisticated mix of engagements.

Chairman
Chairman

145. At what stage in the research would you
148. But isn’t it part of a university’s policy toknow that?

create wealth?(MsQuest) Well, I think it is good to focus people’s
(Dr Padfield) I am quite sure it is part of aminds at the outset on the fact that there may be or

university’s policy, but I think we would be doing themay not be a commercialisation opportunity as a
university sector a disservice if we got that out ofresult of a particular piece of research, but at least
context. The context is the much broader range ofhave the opportunity to make an assessment as to
engagements of the university with society, some ofwhether or not there is a commercial application that
which are directly wealth-creating, and some ofraises an awareness, but we were talking about
which do not directly. The measurement of impact isesteem—
extraordinarily diYcult.

Lord Turnberg
Lord Turnberg

146. We are talking about the RAE rather than the
149. None of us is under any illusion, certainlyindividual research grants. I think that there is an

none of us with university connections, thatissue with the individual research grants, but the
universities have lots of things to do, but what we areRAE can look at the whole output.
focusing on is the element of university activity which(Ms Quest) But it does not necessarily give
is relevant to the Regional Development Agencies.individuals a sense of esteem for having engaged in
None of us would deny the roles of universities otherthe knowledge-transfer process—not in the same
than feeding into industry. I hope that is clear.way as it would, for example, the knowledge-transfer

(Dr Robertson) I would argue against a nationalperformance was acknowledged in the reward and
integration to the RAE. I think that is totallyrecognition policies of universities. That is the point.
counterproductive. The RAE does certain things
very well and the last thing to do is tinker by adding
something else which puts that into disarray. That isLord Oxburgh not to say it is perfect, but I would also argue against

147. But can’t they become rich if they transfer the national metric base. The reason a lot of
useful knowledge? argument is taking place and discussion about the

(Ms Quest) Yes, they can, provided the correct creation of metrics is for one reason only, which is to
policies are there. In the suite of policies of the create an algorithm to make somebody’s job easier to
university, it has to support that, yes. hand out money. That seems wrong to me. All the

universities have to submit their findings to the(Dr Padfield) I think that the language of recent
questions risks being a bit reductionist. A university funding councils and I would just like to focus on

making a diVerence as a component part of that.like Cambridge is not just about doing some teaching
and doing some research in order to be an engine of DiVerent parts of my university will do diVerent

things in diVerent ways and metrics derivedthe economy. Universities are also academies which
serve other purposes as well and to think that one can nationally will skew them all to think about the

wrong things at the wrong time in the wrong way,reduce universities to rather simple metrics in
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whereas we have to think about it from the United Kingdom for some companies to believe that
because they pay their taxes, we in higher educationbeginning. Culture change is taking place. Most

certainly young academics are quite enthusiastic are a free good, and that does not make for good
commercial relationships.about managing the integration between research

and knowledge transfer and exploitation. They are (Ms Quest) Increasing commercial activity has
quite excited by the prospect and the danger of caused certain IP issues to be raised, but they are the
metrics is that we will damage their passion which is complexity of the IP management and the cost of it.
actually what we need to develop. They are the key issues for us and that has required

us to professionalise IP management and to put more
resources into managing it as professionally as we

Chairman can.
150. Professor MacIntyre, you were nodding a

lot then.
(Professor MacIntyre) In answer to the specific Lord Turnberg

issue of the RAE, may I oVer this thought? The RAE
153. One of the complaints that industry makes toas a process encourages, in fact almost requires,

us is that, every time they deal with a diVerentcompetition between universities. It is a competitive
university, they find they are starting again fromenvironment for a limited amount of funding. The
scratch. Do you have any comments on that?research grants that go forward are put through the

(MsQuest) I think we would say the same for everyreview process and then the actual funding panels. I
time we work with a diVerent company, so we try tohave sat on many of those. It is a competition. The
standardise things like material transfer agreementsregional agendas should be, and certainly in the
and so on. I do think that we could do more to shareNorth East are being, driven towards developing a
best practice and that there are various bodies, suchcritical mass which requires collaboration, so the
as UNICO and AURIL, but again there is thisRAE process will mitigate directly against what we
plethora of organisations, and we have to engageare trying to achieve in the region and for that reason
with them all. We could do with one organisation—I think it would be a bad idea.
a national institute for knowledge transfer—that
would try to identify and disseminate best practice.

(Dr Prior) IP issues are not new. I came into thisLord Oxburgh
game a long time ago and my first warning was that151. I’d like us to talk a little bit about intellectual IP would be an issue, and those issues to do withproperty. Quite often this gives problems to sharing IP with for example BP, Shell and ICI haduniversities. Could I ask you all whether you feel that grown, and that was quite true. It is diYcult tointellectual property matters are now handled pretty predict the future, but I would predict that in tenwell by universities, whether you in fact learn from years’ time IP will still be an issue that we have toeach other and whether you feel that there should be face. What has changed is that we have strengthenedregional or national policies in this respect? How do within institutions our teams to better identify IP andyou feel this is being managed these days? better protect IP, so I think we are much more geared(Dr Robertson) We do learn from each other. In up to use it. It is perhaps in the use of IP that we dofact, last week I was at the Praxis Programme. This need some help, because there is now a lot more IPis a collaborative programme funded out of the around and the cost of establishing, for example,Cambridge, Massachusetts Institute (CMI) which patents to protect IP is that much greater. In fact wewas delivering skills transfer to universities’ business are in negotiations with our Development Agency atdevelopment professionals and technology transfer the moment as to how we might do this. There areprofessionals on spin-out company formation. many people, I think, in my position who would say

152. Was that well attended? that there is an issue around IP with UK industry and
it is an issue which does not necessarily arise when we(Dr Robertson) It was fully subscribed, I suppose,

as soon as it was publicised. We had 52 at one on deal with companies from mainland Europe or with
the States. There is a stance which is taken by UKlicensing before Christmas. We will run a number of

those. Organisations like AURIL and UNICO are industry. It has been said many times before and I am
sure it will again. Basically I think we are identifyingactually very fertile grounds for the transfer of skill

sets. There is another DTI initiative to look at that in IP, we are protecting it and we are learning how to
use it very much better. There are gaps and at theterms of some high funding towards skills transfer

and I hope that work integrates with what is already moment the focus, which we touched on earlier, is on
spin-outs, on the creation of new companies, high-happening and does not cut across existing

initiatives. I think it is not about IP principles, but it tech, high-growth companies, and I think that we are
losing out by not taking up licensing opportunities.is about skills. I think national principles could be

quite damaging because they are liable to be either We see opportunities and we are spinning out. Others
are being put to one side. One of the discussions weconsensual or autocratic—and both are probably

wrong. Although there probably is still need to have are having with the Development Agency is the
creation of a broker’s role that they could havea further discussion about these old principles

compared with the Bayh-Dole Act from the US whereby they could pick up intellectual property
which has been identified and they would be useful inwhich prohibits the universities in the US from doing

certain things which tries to ensure due recognition of trying to help us to identify a company or companies
to take it forward. It is an important role theypublic investment, so the Bayh-Dole Act puts a slight

tension in the system. There is still a tendency in the could have.
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(Dr Robertson) In the North East there is a vehicle learn in it of what is involved in IP so that they are
which has just been created to look at that very area not perhaps taken to the cleaners by third parties.
and we are looking to operationalise that vehicle.

Lord Wade of Chorlton
Lord Oxburgh 156. What is the view of the group on creating,

within the Regional Development Agencies, regional154. Do you know who your IP belongs to? Do you
exploitation centres dealing with the point? I agreehave internal agreements within your institutions
entirely that successful commercialisation andand IP, whether it comes from students, from
exploitation needs to draw on the finest talent it can,undergraduates, from postgraduates? Do you all
and sometimes this can drain the resourceshave standardised and agreed procedures?
particularly of a university. If there were regionally-(Dr Robertson) That is not to simplify it!
based structures which drew on the talents of all the

155. I know it is not. universities and their resources, then that would seem
(Dr Robertson) Because research is collaborative, to have a lot of merit. What is your view on that—

increasingly we find that we involve other parties. On do you think that is a possible way forward for more
one project last week, we had a discussion with the collaboration with the RDAs?
lead scientist and he said, “I have collaboration with (Professor MacIntyre) That, as was mentioned
UCL and Manchester”, so then we had to have a earlier on, has been developed in the North East. The
discussion with them to see how we take due account entity, which is called NorthSTAR, has been
of all parties’ eVorts without being too metric- established to support five centres of excellence and
orientated, shall we say. the concept really is that each of the five centres of

(Ms Quest) And then there are other implications, excellence has, if you like, two parts. One is the IP
for example, around Material Transfer Agreements and innovation element and the research that falls
(MTAs). We can warrant that we own something, behind that with all the universities of the region
but then if the material which is being used in making a contribution. The other part is cluster
bringing that invention about had an MTA which development working very much to support the
said that others owned whatever comes out of using industry which exists or is being promoted. Sitting
that material, we suddenly find out that we do not, so alongside all of those five centres is this entity,
it is very complex. NorthSTAR, which is specifically to support the IP

exploitation agenda. Part of the role, I think, of the(Dr Padfield) I have two points on this. I am sure
NorthSTAR really is to be able to find the externalthat Lord Oxburgh knows that we have a reasonably
expertise that each of the universities does not haveambiguous situation at Cambridge, but we are
and cannot aVord to have, for example, the breadthheading towards clarity. Managing IP is an
of IP experts. If you look at the North East and allextraordinarily expensive thing and I would agree
the activities we undertake, it would be impossibleabsolutely with Douglas Robertson’s point that
for the universities to employ IP experts in all of thesethere is a serious skills issue. One needs staV with the
fields, so NorthSTAR is, if you like, a conduit toskills and breadth of vision to make the appropriate
establishing a rich network in IP, in exploitation, indecisions and that demands high salaries, so it is a
market research, in marketing, in finance and all ofvery expensive thing. If one is going to have enough
those things which are not really the core business ofIP managers to cope with a big university, that is a
the universities, but are very important for themajor commitment. Secondly, I do not know if
region. I think we are all encouraged by the fact thatCambridge is unusual in the sense that we are not
NorthSTAR has now taken shape and will take aabsolutely convinced, I think, that we want to
stand in the region and we can make use of that, so Imanage IP too tightly. We are more interested in
certainly believe that we have got something there weensuring that intellectual property is exploited, so we
can look at.are very interested in working with collaborators

who will have exploitation built into the whole Chairman: We will have an opportunity next week
relationship with Cambridge. The amount of IP that to talk more about the North East.4we are left with at the end of the day—guarding and
protecting, to exploit ourselves—is actually rather
small. The primary impact the university achieves is
by working with collaborators all over the world Lord Wade of Chorlton
whose business is the generation of wealth through

157. I appreciate that would be the experience inthe exploitation of IP. Therefore, I think one can
the North East, but what do the others think aboutoverestimate the importance of universities owning
that?IP and universities as agencies for exploitation.

(DrPadfield) We are moving in the east of England
Lord Turnberg: I do not think we were particularly cautiously towards establishing such a scheme

interested in the universities owning IP, but actually between the universities. Cambridge is largely self-
universities being proactive in making sure that IP suYcient, but that is not the case for all the other

universities. We have a HEFCE-funded project, agenerated within them was not simply taken oV by
large collaborative project, which involves all of theothers. I think regardless of whether a university
universities working together to support innovation,wants to own it, there is probably some model

obligation on the university to actually advise those
who work for the university and perhaps those who 4 At the public hearing on 21 March, see page 190.
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and that is kind of outcome we are looking for from quite ambiguous, sometimes seeming to think about
it in the way we have been talking about today,that project.
including innovation and knowledge transfer, and(Ms Quest) In the London region I think the
sometimes entirely about skills. It seems to define theresearch-intensive universities, such as King’s,
focus of support for skills development and whateverUniversity College and Imperial, are like Cambridge
for non-research-intensive universities in a very naiveand are quite self-suYcient as far as the
way. Much more serious is the naive assumption thatcommercialisation of technology is concerned, but
some of the less research-intensive universitiesthe LDA is developing a regional innovation strategy
should focus their eVorts and activities on SMEs.which hopefully puts the LDA as an enabler and a
That misunderstands actually how diYcult it isfacilitator, a vehicle by which we can be brought
certainly in Yorkshire and Humberside where thetogether because I think it is important to
research and development culture and indeed theacknowledge that in some regions like London the
investment made by companies in research anduniversities are very competitive with each other, so
development is very, very low and most people arethere is a role for the LDA to help us to work together
struggling to survive. If we actually seriously, as weand together to work with industry regionally and
try to, operate with the small- and medium-sizednationally.
enterprises in our region, the only way we can do this(Dr Robertson) What is absolutely imperative is
is actually by subsidising them and that is not anthat those regional structures do not allow us to
eVective way of operating. I think the White Paper,abdicate responsibility. We have to embed IP
which has some good points, is actually very naivecommercialisation within the institutions as well as
and we have to sort through what this actuallyproviding the value-added where you need
means.commercial niche-specific expertise. There are

numerous examples of commercial expertise at the
159. Dr Padfield, what would be your view from aright time making a significant diVerence, but if that

research-intensive university’s point of view?allows us to forget IP skills development inside the
(Dr Padfield) In terms of knowledge transfer, theinstitutions, we will rue the day.

White Paper does give some confidence that there is(Professor Green) On that point, there may be a
intended to be a permanent third stream of funding.size issue which has not been considered. In
This is extraordinarily helpful. It is more a thirdYorkshire and Humberside, there is a real problem
trickle of funding at the moment but it is,with size (ie the number of universities involved) in
nevertheless, helpful. If you look at the relativeterms of how collaboration works. If it works in the
investment between research and development andNorth East, there is a smaller number of institutions,
taking a product into production, the amount ofso it is easier to get a common purpose. But when you
money increases ten-fold at each stage. What we arehave a very diverse set of institutions, as we have in
doing is putting a tiny, tiny investment into thatYorkshire and Humberside—ten institutions, many
hugely cash-hungry process. Nevertheless, I think theof which have got their own well-developed internal
White Paper is helpful. However, in terms of theprocesses—it makes it very diYcult to argue that
region, it is far from obvious to me how the proposedsomehow you can centralise those within the RDA.
knowledge exchanges are going to work. Secondly, IThat is not even being considered.
do think that collaboration between universities is
the name of the game in regions—achieving critical
mass by finding ways to encourage departments in

Chairman diVerent institutions to collaborate together.
(Ms Quest) I definitely welcome the third stream,158. Let us move on to something that I think you

even if it is just a tiny trickle and knowledge transfermay have comments about—the new White Paper on
remains the Cinderella area of the universities.Higher Education.5 This makes a number of
Nevertheless, it enables strategic planning. Whatproposals to encourage transfer and engagement of
stood out for me really again was the lack of anboth the research-intensive universities and others
evidence base for making these policy decisions.with the Regional Development Agencies. Do you
What little evidence we have got comes from the HE-think the proposals provide the right support to build
BI survey. What the one just published shows is thatsustainable capacity within the higher education
non-research-intensive universities engage with theinstitutions for this purpose? I would welcome your
region in a greater volume compared to their overallcomments on that or any other aspects of the
engagement with business. As a proportion of theirWhite Paper.
activities, they do more with the regions, but if you(Professor Green) I am tempted to say, “Read my
look at the value of that, then it is often in absolutearticle6 in the Guardian today”, which actually was
terms significantly less than the value of the research-on precisely this point. I think the White Paper is very
intensive universities’ engagement. For example,naive and simplistic, going back to the earlier
CASE studentships, in the HE-BI report justconversations we had, in terms of trying to segregate
published. The research-intensive universities havequite clearly the diVerence between research-
fewer CASE studentships as a proportion of the totalintensive universities and knowledge transfer. It does
placed in the regions than the non-research-not clearly define “knowledge transfer”. In fact, it is
intensives, but the diVerence in absolute numbers of
CASE studentships, i.e. students supported through5 The Future of Higher Education, Cm 5735, January 2003.
these, is huge. It is something like three against three6 “The government is out of touch with the link between
hundred odd, so we should not think that research-business and education”, Education Guardian, 11 March

2003. intensive universities should not be supported and
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encouraged to be part of these knowledge transfer need to make sure you resource that with the skills
across the entire range from technician through toexchanges and that they do not have a great role to

play in the regions. senior research engineer in order to sustain the
activity. I think that needs quite a serious look within
the development agencies to try and ensure that they

Lord Wade of Chorlton are looking at skills very much in a forward-looking
agenda rather than in just a problem-fixing, fire-160. The importance of science, engineering and
fighting way.technology for regional economic growth is strongly

(Dr Prior) Just to shift this slightly, if I may, myrecognised by the RDAs. The continuous
Lord Chairman, I think the engagement has nowreplenishment of the skills base is emphasised in
started, but one aspect of this which we have notInvesting in Innovation.7 What is your experience of
touched upon is the importance of the student, thethe RDAs’ use of the universities in informing and
graduate skills base within the region, and the roledelivering the FRESA—regional skills—in relation
that the RDAs can have in helping that particularto SET?
skill base to get into development. We have been(Professor Green) I hope the answer for other
running large programmes in the North West whichregions is diVerent from the Yorkshire and
have placed graduates into small companiesHumberside region because there has been no
throughout the region, which are very successful. Itengagement of the universities in skills development
started oV with the stimulus of graduate retention,in the region.
followed by personal skills development, and it is(Professor MacIntyre) That probably was true in
now providing major business support activity. Ithe North East, but there are emerging signs that it
believe it is now built into the strategy of at least threeis changing through the regional economic strategy.
other RDAs in addition to the NWDA, but I thinkThere have been a number of programmes
an important aspect of the output from HE, whichestablished which identify workforce development
we must not neglect, is getting these skilled people,issues as part of the overall strategy for a knowledge-
not always young people, but skilled people intobased economy. In the past, to be honest, I would say
companies. This is very important and has a knock-that this has been seen by the RDA as an FE rather
on eVect to the existing skills, the existing employeesthan an HE activity—so it has tended to focus on
within those companies.lower-level skills lower-level vocational aspects of

training, rather than education at the higher end.
However, there are clear signs now that the regional Lord Methueneconomic strategy is trying to get further engagement

161. What about getting the people into HE?of the universities in the region to deliver this. It has
Haven’t you got to start much earlier—at primarybeen very poor, but it looks like it is improving.
and secondary school levels? What steps are you(Professor Green) I entirely agree with that, that
taking to make sure that you do get the right qualitythe focus has been very much on low-level skills.
of people coming forward who will go into SET?Interestingly, in relation to the earlier conversation,

(Dr Prior) Well, from my own institution, therethings are changing as the RDAs start to get a better
have been significant advances in recent yearsunderstanding of actually what universities do and
through various initiatives to admit more maturecan do and how they can help and as they start to
students who do not have a traditional educationalthink more coherently about forming partnerships
background in A levels or equivalent, the latewith us rather than seeing us as someone always
starters, as I think they are being described, to givehaving the begging bowl. So the RDA is starting to
them an opportunity to benefit from HE. What is yetrecognise some of the contribution of the
to develop, I think, is a more structured CPDuniversities’ higher-level skills which we have been
programme, a continuous training activity, a life-doing for very many years, and this innovation and
long training activity, which has an HE base. That isknowledge and actually being able to work with it is
being addressed, but as yet I am not aware of anystarting to take place. But it has regrettably taken
cohesive plan for that.some time actually to get there. Initially in terms of

forming their strategies, they just did not talk to us at 162. What about encouraging the younger
all, but entirely with FE. children to take up engineering and science? It is a

(Dr Robertson) I think the agenda is one where the major hole given that we do not have the teachers
attention to skills has often been a problem-fixing with the knowledge to inspire them. What are you
activity rather than an economic development and doing about that?
integrated activity. I think we are starting to see signs (Dr Prior) I think all of us are doing everything we
of connections. They were in silos, in my view, within can to encourage students into engineering and
the development agencies, so you had skills over here science because that presents a major problem of
and innovation over there and they came together in over-capacity in areas where it is very diYcult to
some kind of strategic statements, but not joined up recruit.
operationally. I think that what we hope will happen

163. There is significant public investment in thein the North East is that as the centres of excellence
science base. What role should the RDAs play inactually look to build the SET excellence, you also
supporting and developing this base, either
individually or collectively, through, for example,7 Investing in Innovation: a strategy for science, engineering and centres of SET excellence?technology, HM Treasury, Department of Trade and

(Dr Prior) I think this is one of the key roles thatIndustry and Department for Education and Skills, July
2002. the RDAs can play and I think we can point to
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examples not just in the North West, but in other Baroness Finlay of LlandaV
regions. We have long talked about the need to have

164. The DTI is encouraging RDAs to establishsome sort of interface between academia and
regional science strategies and science councils. Doindustry. We have discussed the Fraunhofer and
you have any views about how these should bestother examples that exist in other European
evolve to support the RDAs?countries. They do not quite fit in the UK, but what

(Ms Quest) In the London region it is still verywe have seen recently is a coming together and an
early days. The LDA is the newest of them, but I dididentification of an opportunity which is based upon
ask within the college about this question—how theythe new and emerging technologies which are based
felt about it and how they should be developed. Iupon the identification of skills within higher
think the view was that if they should be developededucation “to bring together a centre, a facility”
at all, it would have to be in very close consultationwhich can have not just regional, but probably
with the universities because at a research level ournational importance. We have seen this certainly in
focus does tend to be international and I think thethe North West where we have one centre where
data does back that up. Even in the recent survey, atfunding is approved, a second centre is under way
least speaking for the research-intensive universities,and a third one is being planned and this is bringing
our markets and our collaborators are oftentogether the industrial need, the HE, the academic
international, so the region would have toexcellence, and it is being created and funded, which
understand, support and facilitate that.is crucial of course, by the RDAs, so at that interface

(Dr Robertson) I would concur with that, that itand to create incentives I think they have a very
has to be outward-looking. They are vehicles toimportant role indeed.
endeavour to concentrate attention on some key
issues and have been very valuable in that regard. It(Dr Robertson) I think some of this comes back to
comes right back to where we started the discussionthe White Paper in the sense that much of that
which is that the skills set and the resources and thelandscape is as yet unclear as to how the White Paper
actors that you create underneath those sciencewill be implemented. If one takes the most kind of
strategies and science industry councils are those weextreme perspective on it, the RDAs will
have to concentrate on developing. Otherwise, youundoubtedly have an exceptionally strong role
have disconnection between strategy and action.because my colleagues at the end from Cambridge

and London will have secured far greater funding 165. Are you implying that actually this will be aconcentrated on research in the south-east and the very unhelpful exercise?
east which may make some sense in terms of critical (Dr Robertson) There is no point in having amass in certain disciplines, but in other domains strategic discussion if you do not follow it up withcould be massively damaging to the role that SET action and that means that you have to havewill play in creating a knowledge-based economy in commitment to seeing that the science and industry
other regions. That is not to deprive my colleagues at council is not something which is just a vehicle for
this table of that funding, but it is the issue of how discussion, but it is actually of strategic importance.
you “fund the fours”,8 a question which I understand That is the intention in the North East and we have
has been going around the Treasury. That issue is one to make sure that is supported eVectively to ensure
of national and international importance. Within delivery.
Grade 4 RAE units, you may have—and several

166. Who should it be supported by?“fours” do have—“five star” flagged excellence. If
(DrRobertson) I think this comes back again to theone does not fix the funding of fours problem, then

earlier discussion about RDAs working with HE andthe RDAs will have an exceptionally strong role in
key industrial partners—in collaboration, not asfunding science because the national funding
master/servant.methodology delivered by the funding councils may

well disenfranchise a significant part of the SET
community in the regions.

Lord Wade of Chorlton(Dr Padfield) I would like to suggest that the role
of RDAs in this sort of area, rather than being one of 167. You are concerned about these strategic
leadership, should be one of facilitation, co- discussions which do not actually achieve anything.
ordination and information. Secondly, I would The reason they do not achieve anything is that
concur with whoever suggests that research funding nobody is responsible for implementation. Now, you
should not become too concentrated. It is can say you want collaboration but, in order to have
extraordinarily important that it should be collaboration, somebody has to make the decision to
concentrated, but it is equally important that we do it. That is why we are in such a mess in the world at
should not over-concentrate it. We have to have a the moment. If you want something to happen, then
degree of regional diversity in research capability all somebody has to be responsible for making it
over the country and I personally worry that the happen—with the power to make it happen.
White Paper takes us too far in terms of research (Dr Robertson) By “collaboration”, I actually
concentration. mean that you can have a discussion in a

collaborative context and then somebody puts their
hand up and accepts responsibility for action. On8 The 2001 RAE define Grade 4 as “quality that equates to
some issues everybody puts their hand up and weattainable levels of national excellence in virtually all of the
would have a serious discussion as to who and when.research activity submitted, showing some evidence of

international excellence”. On other issues it would be abundantly clear who it
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is because it is quite clear where their strength lies— very clear commitment to actually understanding the
science base and actually then to move forwardit is intelligence that we need to apply to the process.
collectively to do something about it. I think unless(Professor Green) I would make the very simple
there is that clarity of purpose and a clearpoint that the starting point has to be a very clear
understanding of what needs to be done, I do notunderstanding of the purpose of creating regional
think it is going to work. That is all I am saying andscience strategies and regional science councils. If
indeed I understand that my own region is going tothere is clarity of purpose and a commitment to
move down this route and I am waiting with batedachieving your objective, that helps the definition of
breath to find out what it is going to involve and if Ithe strategy. That strategy has to generate
can be involved in it.engagement in ways that certainly, in my own region,

has not happened for the universities. So what is
essential is a clear understanding of where you can

Lord Thomas of Macclesfieldactually work together in terms of not only defining
the strategy, but actually in saying how it is going to 169. Yorkshire is always diVerent!
be implemented. If I can go back to the last question, (Professor Green) Absolutely.
which is very, very important here, that the regional

170. Let me come back to what Caroline Questscience strategy should not just concentrate on big
said inasmuch as you were saying that universitiesscience, but should be comprehensive. There is a
could look out and they are global and all the rest ofterrible tendency for a region, certainly as far as
it. The RDAs are driven by the private sector, as weYorkshire and Humberside is concerned, to deal with
have heard. The private sector is not interested in anythe big science issues—and it is actually much more
territorial boundaries. They want the best and,obvious how you have a strategy about big science
therefore, you need not worry about the RDAs whenthan it is to have a comprehensive strategy and to
it is driven by the private sector wanting nothing butthink about how it gets translated into some of the
the best. If you do not provide it, they will findexisting policies. This has to be brought together in a
somebody else who will.comprehensive way, which is why it needs that

(Ms Quest) Well, providing that policy isengagement.
implemented in the way that Lord Thomas and Lord
Turnberg describe, I do not think that we will have
anything to worry about in the London situation. ItLord Turnberg
is all in the implementation.

168. When we visited the North West,9 we met
Chairman: On that point, we must draw things torepresentatives of the Regional Science Council that

a close. I am conscious that we have over-shot ourcomprised all the vice-chancellors in the North West
time, and I am also very conscious that there weretogether with captains of industry. It was chaired by
many occasions when I cut you short in theTom McKillop, the Chief Executive of Astra-
discussion. If you did have a burning point which youZeneca, a big industry. Now, they are all movers and

shakers, it seems to me, so does that not sound like a wished to put across and did not have the
good idea? opportunity to do so, please write to us. Anyway,

(Professor Green) They also have a common thank you all for coming this afternoon. We very
purpose in terms of their particular problem, much appreciate your help with our inquiry.
knowing what that problem was, and there was a

Supplementary memorandum by Professor Diana Green, Vice-Chancellor, SheYeld Hallam University

I would like to draw the Sub-Committee’s attention to two points which did not emerge in the discussions
on 11 March but which may be pertinent.

1. The first point concerns the extensive discussion about the reasons for the diYculties of constructing
an appropriate relationship between the RDAs and the universities. The discussion identified the diVerences
between regions and a number of barriers to eVective working, including the fact that the RDAs are relatively
young, the capacity building problems, and the diVerences in knowledge and understanding, on both “sides”
of their diVering aims and objectives. While most regions have established consortia of universities (and other
HE providers) as a means of underpinning collaboration and engagement with the RDAs, the extent to which
this mechanism is eVective is also variable.

As we heard, it has worked well in the North East where the Knowledge House has provided a basis for
collaboration for some time. It works quite well in the West Midlands, although there the RDA is a key
partner both with consortia of universities (and successfully bid for HEIF funding jointly with the East
Midlands RDA and a consortium of universities spanning both regions) and with individual ones (eg the
partnership with UCE in Birmingham and Birmingham City Council in the major project to regenerate the
East side of the city of Birmingham). In Yorkshire and the Humber, the RDA works successfully with the
three universities (SheYeld, York and Leeds) which constitute the White Rose consortium but is still
struggling to relate to the other universities, individually and collectively.

9 See Appendix &num;&num; of the Report.
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The situation may be exacerbated by the fact that the RDA Board does not have a member from Higher
Education. While a sub-group of Board members meets with the Vice Chancellors about twice a year, this
has not yet provided an eVective mechanism for increasing either understanding or engagement. (On the plus
side, there is a commitment to resolve this problem.) I do not know whether membership of the RDA Boards
and/or formal mechanisms to secure regular interaction at the strategic level (like the NorthWest Science
Council) correlate with/explain more eVective relationships.

2. Secondly, the point was made that most universities (especially those with a strong track record in SET)
have been committed to knowledge and technology transfer for many years, ie it has historically been a part
of their “mission”. While there was a general discussion about Research Council funded projects, there was
no discussion of some of key mechanisms which have been successfully transferring technology and
innovation (products and processes) for many years. One example of this is the Teaching Company Scheme.
(My own university has recently successfully launched its 106th scheme.) It is not clear whether all the RDAs
have considered the contribution of these and other mechanisms to the development of the regional science
base. Some while ago, I suggested to the head of the Directorate that it might be fruitful to try to engage with
the RDAs at a more strategic level as they started to develop their regional economic strategies. This does
not appear to have happened.

March 2003

Supplementary memorandum by Caroline Quest, Director of Knowledge Transfer, King’s College, London

I write as suggested to expand on my references to the recently-published Higher Education Business
Interaction Survey 2000–01 (HEFCE, March 2003) during the meeting with the Sub-Committee on 11
March 200310.

There are hardly any performance indicators relevant to knowledge transfer within a region. For example,
I counted only three questions in the 2000–01 HEBIS Survey which addressed Regional Higher Education
Business Interaction (HE-BI). And this is the key database on HE knowledge transfer activity. Perhaps the
most significant of the questions was D2, which asked:

“Howmany firms have been assisted through consulting activities and what percentage have been based
in the Region?”

But the Report does not include the answer to the Regional element of this question. I expect this is because
HEFCE did not receive enough returns from HEIs. The Report notes (in paragraph 77 on page 30):

“Many HEIs commented that data on the location of partner are not recorded . . . We [HEFCE] need
to enhance reporting reliability of this question in any future surveys”.

Two main points arise from this. The first is that HEFCE should continue to pursue the current strategy
of investing in HEIs’ knowledge transfer infrastructure to enable the institutions to develop the appropriate
systems and processes to collect performance data in future.

The second is that what little data is available on Regional HE-BI is insuYcient to provide an evidence base
for policy. By way of further illustration, Question B3 of the HE-BI Survey asked:

“How many CASE awards did the HEI hold (number of students funded) and for how many was the
partner within the same Region?”

For higher research intensive HEI’s, figures from the Report show that 26 per cent of CASE awards were
with partners in the same region. But for the lower research intensity HEIs, the proportion of awards with
partners in the same region was much higher at 43 per cent. However, the total number of CASE awards for
the lower research intensive HEIs was seven, and 43 per cent of seven is a mere three. But, for the higher
research intensive HEIs, the total number of CASE awards was 1,504. The 26 per cent of these that were with
a partner in the same Region amounted to some 396 awards.

This suggests we need more information than we currently have on the value and range of Regional HE-
Business interaction to support and develop the roles of HEIs in the Region as set out in the recent HE
White Paper11.

March 2003

10 See QQ 137-139.
11 The Future of Higher Education, Cm 5735, January 2003.
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Professor Sir Gareth Roberts FRS, examined.

and Leeds which I started when I was there, a veryChairman
research-intensive collaboration. That is one

171. Sir Gareth, thank you for agreeing to help us example for a region where one can really get added
with our Inquiry. We know you have a range of value from partnership. Another is where an old
relevant experience—not least on the report SET for university and a new university collaborate in a city.
Success1 which fed into Investing in Innovation2. We That kind of partnership I am sure can be
are very keen to hear from you but, for the record, encouraged. There was a third example in the White
can I please ask you first to introduce yourself? Paper which I think is helpful to the regions and that

(Sir Gareth Roberts) Thank you, my Lord is where there may be some pump-priming money
Chairman. It is a great pleasure to be here this from the Funding Council to encourage research
afternoon. It really is a very important Inquiry which organisations in a region to get together. For
you are conducting and, if I can help, I will be very example, in my region in Oxford there are many
pleased to do so. I am Gareth Roberts, President of research institutions sponsored by research councils,
Wolfson College in Oxford. I am also President of the the Wellcome Trust, the Rutherford-Appleton
National Science Council and I have another Laboratory and so on, but more eVort needs to go
Presidency which is of Techniquest in CardiV, the into co-ordinating the activity across this very
science centre there. I am on the board of the Higher research-intensive area. There was also an interesting
Education Funding Council for England and I chair sentence in the White Paper: “We wish to develop
its Research Committee. I also have an industrial distinctive missions in knowledge transfer for the less
dimension. I chair a company called Medical research-intensive universities”. There was a mention
Solutions Plc which is into cancer diagnostics and there of 20 knowledge exchanges. I am not sure
pathology. My previous post was Vice-Chancellor of exactly what was meant by these knowledge
the University of SheYeld. exchanges but I do support the notion that the new

universities, the less research-intensive universities,172. Thank you very much indeed. My first
should be given distinctive missions. If you look atquestion relates to higher education perspectives and
the research intensity factor for universities, and byparticularly the recent Higher Education White
that I mean the ratio of their research income fromPaper3. Do you think the proposals in that document
HEFCE to their total income for teaching andprovide the right sort of support to build sustainable
research, it varies tremendously across theknowledge transfer capacity in higher education
universities. There are 77 English universities. Forinstitutions, whether research intensive or otherwise?
ten of them that ratio is less than two per cent, so theyHow should that activity be recognised and
are relatively research inactive. There may be pocketsencouraged with quality esteem measures?
of research there but overall they are not particularlyA. That is a very broad question and I will do my
intensive in terms of research. There are 14 of thosebest to answer it. What was excellent news, of course,
universities where the ratio is greater than 40 perwas that the research budget is going to be increased
cent. There is only one of the new universities thatby 30 per cent in real terms over three years. The
exceeds ten per cent and that is Brighton University.White Paper clearly mentions that most of that extra
There is really quite a sharp diVerence between thosemoney will go into leading research-intensive
like Oxford and Cambridge and so on and the lessuniversities. It was also interesting to read in the
research-intensive universities. I think there is a needWhite Paper that “we propose to ask HEFCE to
to diVerentiate, which is what the White Paper isprovide funding which will incentivise the formation
saying, and we must really play to the strengths ofof productive collaboration”. That has a very strong
both institutions. One way of doing that is via the so-message to the regions. There was an exemplar
called third stream or third leg funding. I think thisquoted which was the White Rose Partnership in
is where RDAs could have quite a strong influence.Yorkshire, the collaboration between SheYeld, York
Clearly, for the research-intensive universities it is the
way they exploit that leading edge research which is1 HM Treasury, April 2002. so crucial and there are metrics which I shall mention2 Investing in Innovation: a strategy for science, engineering and later to judge just how well they are doing that. Fortechnology, HM Treasury, Department of Trade and
the less research intensive universities, there is stillIndustry and Department for Education and Skills, July
work they can do without developing their own2002.

3 The Future of Higher Education, Cm 5735, January 2003. research and technology—start-ups, for example.
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The company I chair, Medical Solutions PLC, was a are delivering in this regard. The metrics that I have
been trying to work through myself are based on astart-up where there was a real market need and it

was a question of trying to put together a package of book that HEFCE published last year, Evaluating the
Regional Contribution of an HEI5. What I havetechnologies and skilled people to deliver a project or

a service. I think in the same way the former termed the performance polygon—I have an
example here—indicates how a university could bepolytechnics could provide a very useful role in that

regard. The White Paper mentions the sum of £90 benchmarked in the way it contributes to a region.
The benchmark would be very diVerent for amillion for this third stream funding, which is less

than ten per cent of the money for research university like Leeds compared to, say, Plymouth—
because of the diVerent population densities,distributed via the RAE, this is still an inadequate

counterweight, I suspect, to encourage people to industrial activity etc. The indicators could be used to
evaluate the various ways in which a universityfocus principally on third stream funding. Although

it is good that the amount has been increased, £90 interacts with its region. Each of these—for example,
business links or contributions to human capitalmillion is probably not suYcient in that regard.

Coming back to the RDAs’ role, I really do feel that development could have its own polygon. In the case
of business there will be benchmarks to do withthey have a tremendous role to play. If they have a

certain influence in the way this money is distributed, the creation of spin-out companies, engagement
in inward investment, promoting graduatethe third stream funding, then mission diversity,

which is what we all want, could be encouraged. entrepreneurship, student staV training and regional
research and collaboration. You could equally wellMoney talks in my book, and that is one way of doing

it. There was also the notion in the White Paper that have benchmarks to do with human capital
development: retention of graduates, access, labourpromising researcher fellowship schemes should be

introduced where staV in less research-intensive market responsiveness, regional skills involvement,
course provision for employers, so it is possible. Youdepartments could be encouraged and paid to

research in the more research-intensive universities. do not need a complicated assessment process like
the research assessment one, but you do need someThat again is fully in line with the thoughts we have

at the moment in the proposed new Research criterion for judging how well they are doing. There
is nothing better than to have people providingAssessment Exercise where pockets of excellence in

less active departments would be encouraged to work testimonials confirming that you really are
collaborating well, with social services or whoever,with more research-intensive groups. I really do

think there is a role to be played here by the RDAs. and to have them endorsing the fact that you have
produced some real benefit to them. That is rather aThere is also a very interesting sentence on page 41

that says that RDAs should “take responsibility for long answer, Lord Chairman, but I think there is real
progress possible.galvanising the business community to work harder,

to make best use of the opportunities oVered by Chairman: Thank you very much for that answer.higher education and to play a particular role in
It would be helpful if you would let us have copies ofhelping small and medium sized enterprises
the diagrams you mentioned6.articulate their needs and make links with higher

education”. I really do feel that this is something that
RDAs could do more of. 83 per cent of industries
never set foot in a university and have no idea what

Lord Mitchella university can oVer. These are not just the SMEs.
They are the medium to large sized companies. I 173. Sir Gareth, one of the points you made was
think we should have RDAs searching them out, that perhaps the RDAs should facilitate better the
shaming them almost, by asking them why on earth interchange between universities and businesses. The
they are not taking advantage of what universities statistic you gave about the lack of interchange is
can oVer. There are some excellent opportunities. I quite telling. A couple of months ago, I went to the
have a book here, Research Partnerships4, which was most remarkable meeting hosted by an organisation
published about five years ago now, summarising all called Chemistry. Chemistry is in the business of
the schemes—teaching company schemes, case making venture capital companies, entrepreneurs
studentships and so on—where industry and and various others get to know each other and they
business can really benefit if they get alongside did it in the most dynamic way I have ever seen. It
universities. When I was the Director of Research for may be an example for RDAs to look at. They get
Thorn EMI, a lot of our research money was spent in people together in a room and, instead of the normal
this way. The gearing that one gets is enormous and social glass of wine etc, there was almost a dynamic
why more industries and businesses do not capitalise feeling to it, that people had been targeted to meet
on that I do not know. I think the RDAs could do each other—it was an interchange that was going on
rather more than they are doing in terms of acting as all the time in a social environment. I came away after
brokers, going and searching out such businesses. two hours, having met four or five people that I do
There are good tax incentives now for people to not think I would have bumped into otherwise. It was
invest in R&D and I think more could be done in that a spectacular example. All I am saying is that perhaps
regard. None of this is useful to the last part of your the RDAs have a function of dynamically going out
question, Lord Chairman, unless there are metrics to
put pressure on universities to show that they really 5 Evaluating the Regional Contribution of an HEI: a

benchmarking approach, HEFCE, April 2002—text
available on www.hefce.ac.uk/pubs/hefce/2002/02 23.htm4 Research Partnerships between Industry and University,

AURIL/CBI/DTI 1997, ISBN 085202 547X. 6 See the supplementary memorandum on page 92.
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there facilitating those interchanges rather than be encouraging people to share their excellence with
other excellent groups, whether they be in industry orwishing that they had happened.
abroad, outside the region.A. I do agree. I served for three years on the

Yorkshire and the Humber Regional Development Lord Thomas of Macclesfield: I am very
Agency in the early years. At that time we were encouraged by that reply because, in the North West
focusing much too much, I think, on social for example, we have one company whose R&D is ofregeneration and improving infrastructure in the global value and they spent £37 million last year. Aregion. It is only in the last couple of years that

partnership with them is very important.people have talked more about science and
engineering and how these can underpin the
economy in the region. I agree that their job is

Lord Freemanprimarily to co-ordinate and facilitate and it could
well be that at the moment in England (not in Wales 175. Following on from Lord Thomas’s question,
or Scotland where the RDAs are very mature now) my understanding is that approximately £900 million
they need a little bit longer to gain the confidence of is distributed mainly to the research-intensive
the community around them, particularly the universities on the basis of the quality of their
academic community, that they do have people there research and the quality of their plans. Nowhere in
with the right judgements. That is why I think these the criteria, quite properly, is there an assessment of
science councils like the one developed in Lord how good they are at exploiting that research. It is a
Thomas’s north west region could well be a better separate exercise. Further, £90 million is to be
way forward at the moment, not to rely solely on the available mainly for the less research-intensive
RDA but to have a community there like the North universities to exploit and develop technology in
West Science Council, maybe one third government industry and in the wider world. Could Sir Gareth
(i.e. RDA), one third industry and one third comment on that ratio, which appears to be ten to
academe. That might be a rather better halfway one? Is that balance right?
stage. You could really trust that group to distribute A. I personally think it ought to be at least double
money, whereas I think there is a suspicion that the the £90 million to make people sit up and take notice
RDAs are not fully mature in England yet to have and say, “We will abandon the RAE quest”, because
that responsibility. it will be rather more eVective if we concentrate more

on the exploitation side. There are two elements here.
One is to say that we need to promote more
enterprise in universities. There has been in the pastLord Thomas of Macclesfield
the Science Enterprise Challenge and University

174. In what way might the RAE review you are Challenge which I think have been very successful.
chairing have implications for the development and We could probably do with a dose more pump-
exploitation of the science base for regional priming of that kind. Some people have said, “Why
development? should we reward exploitation?” You have

A. We are looking to change the RAE that has universities like mine in Oxford which have been
served us rather well up to now. The report that I will extraordinarily successful in exploiting their
be producing in about three weeks’ time7 will be research—three companies in the last eight years in
suggesting about 12 or 13 changes to the present the FTSE 100. Once you have reached a certain
RAE. Some of those definitely encourage threshold you are already benefiting from all that
collaboration within the region. For example, the exploitation. I still think, however, that there is more
stars profile that I will be referring to. Instead of we could do to pump-prime that exploitation—not
grades being given to departments, we will be talking just spin-outs but start-up companies which I think
about a stars profile which will indicate what the are equally important and very often easier to
volume impact of research is in a particular launch.
department. It will make it very easy for companies
in the region to identify where in mechanical
engineering or other such subjects the real strength Lord Oxburgh
lies. There will be inducements for people to

176. Can I clarify one point? Are you suggestingcollaborate and I think in a region that is important:
that, within the present envelope, the ratio should becollaboration between people in the new universities
changed—or are you suggesting that in fact we needand old; collaboration between institutions of a
more money for the third leg?similar kind, like the White Rose Partnership I have

A. I definitely think it is additional money. It is notalready referred to. We will also be producing a
just technology transfer we are talking about here. Itfootprint which will give some guidance on the basic
is knowledge transfer, it is how maybe aresearch, applied research, research linked to
department’s research work helps social services in apractice that a department has some strength in, and
council or is linked into the NHS. There are variousso it will be much easier, I think, to indicate to inward
ways we can help in the public sector. What would beinvestors just where the strength of the local
good would be to get other government departments,institutions lies. There will be partnerships of
not just the DTI who sponsor the scheme at theexcellence mentioned in the new RAE where we will
moment but the Department of Health, DETR and
so on, involved as well. Some matching money from7 The Review of research assessment, issued for consultation in
those government departments would be a veryMay 2003 by the four funding bodies for UK higher

education—see www.ra-review.ac.uk/ eVective way of supporting this kind of activity.
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partnerships. I have proposed that each partnershipLord Wade of Chorlton
should have an explicit core aim of prioritising skills

177. Sir Gareth, in what way should the training for SET students and graduates so that
recommendations made last year in your report SET training people was also the purpose of these
for Success—which, by the way, I think is an innovation partnerships. The Government, in its
excellent report and goes a long way to support a lot response, said that they welcomed and agreed with
of the things we have mentioned in this Committee the Review’s principles for innovation partnerships.
for some time—and in the subsequent White Paper I think during this calendar year there will be some
Investing in Innovation, be addressed in the regions movement here by the DTI. I really would like your
and by the RDAs? support as a review group to endorse that kind of

A. Let me say how pleased I was that the partnership. It is science councils like the North West
Government did support all the 37 Science Council and the RDAs who have now
recommendations. Perhaps I should have asked for identified the key business clusters that we need to
more, but perhaps that is a bit greedy. By far the most support with scientific research. If we could find a
important recommendations had to do with schools, system where there is some matching money from
to be truthful, rather than the regions or universities. government for the money that went in from the
There really is a crisis in the schools. In this country regions, this would be marvellous. It would be a way
obviously we need good science because that of attracting companies that have not previously
underpins so much of technology and what goes on been involved with universities.
in medicine, but it is physical sciences that are

178. I had for lunch here today the Headmaster ofsuVering at the moment. Physical sciences underpin
the King’s School in Chester. He told me that he hadnot just engineering and medicine but areas like
recently put out three advertisements: one for amolecular biology, for example, if we are to make
secretary, to which he has had 87 replies; one foradvances. I really would encourage the regions to
support staV, for which he has had 35 replies; and onefocus not just on what might be seen as easy options
for a maths teacher, for which he has had one reply.to do with medicine or the pharmaceutical industry

A. He was lucky to have had one!and so on, but to recognise that some of the physical
science based industries are also important. In terms
of the regions, one of the nice things that has come

Chairmanout of the Report has been the National Centre for
Excellence in Science Teaching. That will be 179. You mentioned just now about the crisis in
launched this autumn, one national centre, but of schools in science subjects. Do you think there ought
course there will be nine regional centres in England to be targets for science teaching in schools like there
as well, one per region. I am sure the RDAs ought to are in other subjects?
give some encouragement to these Centres for A. The real shortage in schools of course is
Science Teaching. Investing in Innovation, which was physical science teachers; it is physics, chemistry,
the response to SET for Success, makes it absolutely mathematics. It is less of a problem if you are looking
plain that the RDAs need to be involved, and if I can for teachers of information, communication
give you one quote, it says, “Government will ensure technology or biological sciences. Physics, chemistry
that RDAs, through frameworks of regional and mathematics are where the real crisis is. I
employment and skills action, undertake the actions suggested in SET for Success various ways of
recommended by the review”. This was all to do with overcoming this problem. It is going to take six or
involving supra-regional and national R&D related seven years. It is not an English problem. In
skills needs. There is a lot there that the RDAs need California, while I was doing my report, there was an
to do to meet some of the problems raised: those equivalent group looking at the situation there and
associated with careers, and the SET Net that Lord the problem was even more dire in California than it
Oxburgh chairs. We have now created regional SET is in the UK. What that means is that if we can solve
Net points and that will be very helpful. RDAs now the problem in this country then that will give us a
do have something to latch on to in terms of SET head start on other countries. In the Report there is
Net. The initiative that I would like to mention a whole package of items addressing this problem.
particularly is the one to do with innovation One of the schemes the regions might be able to help
partnerships which the Government has accepted. with is where I am suggesting that several thousands
This was on page 119 in Investing in Innovation. The of graduates, undergraduates in physics, chemistry,
review recommended that “Government, while mathematics, engineering, are paid to go into schools
retaining many of its existing initiatives, should to help the teacher as classroom assistants, take
produce more coherent and more substantial laboratory sessions, take people out to industry and
innovation partnerships”. These would be regionally business to see the excitement there, to give special
focused and I put four bullet points in this section of lectures and so on. There may be a way that the
my Report, saying that research should be business- RDAs can help facilitate this. One of the problems
led and focused on commercially oriented R&D; that we have at the moment is that HEFCE—and I am
partnerships should be based on these regional very proud of HEFCE; I think it is doing an excellent
clusters of businesses with particular research job—is rather weak in the regions. If you go to
interests; that the Government should invest in each Scotland, Northern Ireland and Wales the funding
of those partnerships alongside the prime funders. councils there are just as large as HEFCE and they
What I suggested was that if within a region you provide a very good service. They are very well
found a group of universities and industry prepared integrated with the universities. In England there are
to put money into some venture that supported the so many institutions and there is just the one
economic regional strategy then government would HEFCE. There is a regional adviser that HEFCE has

in each of the regions but perhaps HEFCE needs tomatch pound for pound whatever was put into these
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strengthen its base in the regions if we are going to Lord Oxburgh
have eVective interaction between the RDAs and the 182. Do you think there is scope for more
funding councils. It is just a thought. I have not had discussion between RDA science people and the
the courtesy to discuss it yet with Sir Howard Newby. Research Councils on an iterative basis? For

example, an RDA might have an idea that it wants
to support a particular initiative that was relevant to
industry in their area. Might it be sensible for themLord Methuen to talk to the Research Council and say, “Look: we
have it in mind to support this. How would you feel180. It is not only the people. You have also got to
about an application which came from a university ininvest in the laboratory facilities, updating them both
this area or would it be something you would notat the universities and at the schools. That again is
countenance?” It seems to me—and I think itsubstantial sums of money.
probably seems to our Committee—that, as we haveA. It is, but the Treasury, thank goodness, have
travelled around, we get the impression from theactually committed themselves to that so they are
RDAs that the Research Councils are in diVerentprepared to put a lot of money in. It is a question now
worlds and the two never talk. This does not seemof how to spend it. One of the problems we have is
sensible. Would you care to comment on this?that there are some schools without physics or

A. Let me give you some examples of where it doeschemistry teachers. There is no advice within the
make sense to involve the research councils. One isschool on how best to spend it. We have to be careful
the merger between Manchester University andnot to waste the money but the Treasury, I am
UMIST. I was involved on the advisory board theredelighted to say, have committed themselves in the
and I am really pleased it has happened. To me ituniversity sector and the schools sector to investing
really did make sense to have those two institutionssubstantial sums of money for that purpose.
working together. But there the RDA had a very
strong input. They eVectively said, “We will give you
£30 million towards the merger but only if you can
match that money”, and so what did they do? TheyLord Mitchell
went to HEFCE and they went to the research

181. I would like to ask a question, Sir Gareth, councils. That was the way that the RDA made its
about balance, which faces every RDA in that they presence felt. Just before I left SheYeld we brought
all want world-class science in their regions to to fruition bringing Boeing across to establish the
support new industries and innovation by existing research facility in the Don Valley. The University
businesses. How should the balance between the had been working on that for two or three years. In
structure and what is happening on a regional basis the end it was again a combination of saying to the
and also what is happening on a national basis be research councils, “Look: if we get Boeing across are
addressed, and do you see any danger of you going to support aerospace research at SheYeld
fragmentation? University?” and. to the RDA, “can you help us to

A. I think all the universities have a role to play. find a site?”
What the RDA ought to try and do is to try and make
sure that there really is sensible co-operation between
them. The region I know best is Yorkshire and the Lord Methuen
Humber which really is a genuine region. The region

183. I think there is a problem that, with a lot ofI am in now, the SEEDA region, stretching from
the research council projects, there comes a pointOxford to Folkestone, is much harder to define—and
when their funding stops and essentially goes out intoLondon of course is another region. When we talk
the regions. Don’t we need a continuum here to carryabout a region I think we have to diVerentiate
it forward into the region and into industry, perhapsbetween cohesive regions like the North West, North
with local support from the relevant universities?East or Yorkshire where there is Objective 1 or

A. Yes, and it is crossing regional boundaries asObjective 2 money, and regions like SEEDA where
well, is it not? There are many big research projectsthe sub-region perhaps is a rather more important
now in areas like nanotechnology or aerospace whereentity than the region itself. That said, whichever
you have insuYcient expertise in one region; youstructure you have you need to make sure that there
have to go beyond. We are talking not just aboutare very eVective partnerships there. One question is
science here either. One of the notions which I kickedwhether we should try to have a dual support system
oV in Yorkshire and the Humber, and I am not surewith the RDAs that involved research councils? I am
how far it went, was to create a virtual businessnot so sure that that does make sense because
school in the region that the RDA would facilitate;research councils serve the whole of the UK. It is not
where groups of people in the diVerent businesslike HEFCE just funding English institutions. I think
schools and management schools in the regionit is up to the DTI and the funding councils, the OST
attempted to work together eVectively to provideand other government departments, to try to make
some really firm advice for companies in the region.sure that within a region there is enough research
Although your interest is science in the regions Ithere to play to the strengths of those regions.
think there are other areas that can benefit science,Balance is a diYcult issue. There are some regions
like making sure that there is a very strong businessthat are net importers of undergraduates who tend to
support activity in a region as well.stick there once they graduate. It is a diYcult

question to answer, getting that balance right, but it 184. This is the RDA as an enabler, a facilitator,
rather than as an originator of things, is it not?needs to be done.
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A. It is, that is right. As I say, at the moment I much broader remit that is not quite so focused on
developing what you might call basic sciences.prefer to see not just the RDA being there but an

equivalent to the North West Science Council, A. This is where I think there is a diVerence. If I can
having a group of important people, maybe one third again quote the NorthWest Science Council, and I
government, one third business and industry and one have spoken to the chairman, Tom McKillop, a lot
third academe, really trying to mastermind how best about this. There really is a full appreciation of
to optimise the resources that are available and members of that group just what is required, whereas
trying to attract others rather than just the RDA I suspect the RDA by itself would not have enough
doing it. Hopefully, in the fullness of time we will be of a corporate radar system, I think, to judge where
where the WDA and Scottish Enterprise are. That is they could go for special knowledge. For the
what we need to aspire to. I was in Wales during the moment, as I say, I think the RDA are not fully
last couple of days and there is real respect there for equipped to do the role that the Government, quite
the WDA and the way they help but it has taken time rightly, is hoping they will do in the fullness of time.
for that to come about. We are not quite there in 188. Is that because the direction is not focused
England just yet. enough?

A. I think it is the level of expertise. Universities
now are very big businesses. SheYeld University’s
turnover is £210 million per annum. It is a largeChairman
business. Nearly half of that is research, and so

185. Would you like to expand on that? How do universities do know how to manage a very large
you think the English RDAs are compared with the research budget and clearly companies like Astra
development that has been going on for longer in Zeneca do as well. The RDAs do not have people
Scotland and in Wales? with that experience. They have diVerent types of

A. I have here the draft Regional Economic experience that can be brought to bear.
Strategy for Yorkshire and Humber 2000–20108. It is
a couple of years old. That is when I left the RDA.
The word “science” is not mentioned in it. Lord Winston
“Innovation” is mentioned, and in fact in the regions

189. Apropos the last question, during one of thethere was a great deal of work done even before the
Committee’s visits, we met a number of directorsRDA was established on having business clusters and
from small companies—I am thinking of companiesscience clusters. We need to have a diVerent set of
of around eight million turnover—more than one ofpeople working with the RDAs, people who are more
whom privately said to me that the relationship withtuned into science and engineering and medicine.
the university was extraordinarily diYcult, that itCertainly when I was on the board of the Yorkshire
was diYcult to get through the universityand the Humber RDA I think I was the only scientist
bureaucracy and the collaboration was not easy. Doon the board. There were excellent people there but
you think there are enough people on the RDAs whothey were experts more in regeneration and social
understand the diYculties that universitiesinclusion and things like that. That is how it was
sometimes have in translating work into thewhen I left the RDA, but obviously things have
commercial sector?changed a lot since then. There was not quite the

A. My experience of RDAs is two years old, sosame emphasis as we are looking for in terms of
forgive me if I judge them where they were a coupletrying to stimulate people to become more interested
of years ago. I think the answer to your question isin the subject and realising that science underpins the
yes. That said, in Yorkshire and the Humber therehealth and wealth of the nation and the regions. We
were some excellent examples of where we clusteredwill get there, I think, but the Welsh and Scots have
SMEs. Around SheYeld it was companies inalready appreciated that.
environmental industries, in the medical technology

186. Do you think there are lessons for us from related fields. We had a pool where we had 30 or 40
them? SMEs who used to come in and share their thoughts

A. I definitely think so. You can learn from not in a competitive way at all. They realised that
people’s mistakes, of course, as well as from their certain generic areas of research had to be looked at
successes, can you not? and with their help the university then tackled those

problems. You can imagine a research-led universityChairman: That was a diplomatic answer.
acting as an uncle or an aunt to clusters of SMEs.
This is how it is done in San Diego. I think there are
some real models and some good practice in this area.

Baroness Finlay of LlandaV An isolated SME will find it diYcult but if you start
clustering and encouraging that sort of formation, it187. I was just wondering, building on what you really does work very well.were saying about the ability to generate science,

whether you feel that there should be central
direction over things like task groups set up with a Lord Methuenvery specific remit to try to tackle some of these

190. One of the points put to us concerns theproblems rather than the RDAs being left with a
diVerent methods with which universities handle
intellectual property rights. If you have got8 Yorkshire Forward, 2000 and since replaced by the Regional
collaborative projects, that can lead to realEconomic Strategy for Yorkshire and Humber 2003–12—text

available from www.yorkshire-forward.com diYculties. Can you comment on that?
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Lord Methuen contd.]

A. I have never had any problem personally with similar papers, so there is a lot written about
intellectual property in the instances where I have technology partnerships. We found in Yorkshire and
worked. There is a debate going on in Cambridge at the Humber that it was rather patchy. Their success
the present time about how to handle intellectual did depend on who was the business person leading
property but I think that is unique to Cambridge. a particular cluster and so probably out of the nine
Most universities now, including my own, have some clusters three of them were working extremely well,
very clear rules about intellectual property where the three not so well, three average. One has to find ways
inventor, quite rightly, has a major share of the of translating the good intentions in these documents
benefit from exploiting those patents, and so does the into practice. With regard to the innovation
university, so does the department. Most industries partnerships which I have spoken about earlier and
now have very clear guidelines as well. I do not think which are described in SET for Success, I see no
it is a problem. Certainly it was not in the institutions reason at all why the science councils could not be
where I have worked. seen as the group that managed that activity. That

would seem sensible.191. I think we met it on one occasion. There was
some discrepancy between the two universities who

194. Are there many more besides the North West?were trying to collaborate in their methods of
A. The North West one is the only one that callshandling IPR.

itself a science council as such. In Yorkshire and theA. I think you will find that many universities
Humber we referred to a regional innovationsquabble about things other than IPR as well. It
strategy. We need people to acknowledge just howoften boils down to the chemistry between Vice-
important they are. I am not so certain that that isChancellors.
well known at the present time.

195. Do you think your SET for Success document
Lord Turnberg has been brought to their attention?

192. May I first apologise to the Committee and to A. I would very much hope so because there is
Sir Gareth for arriving late. The reason I am late is money there and it would be surprising if people had
that I was chairing a meeting of the Association of not appreciated that.
Medical Research Charities which puts about £600

196. Unfortunately, life is full of surprises.million a year into medical research. One of the
questions that we were interested in was what role the A. It is, but, to be fair, the money does not come
voluntary sector might play in these Regional on stream for another few months and so they will
Development Agencies. Do you see a way in which notice it rather more then possibly.
we can engage them about that?

A. Most certainly. To me we need to engage
anybody who is research active, whether it is an
industrial laboratory, a public sector laboratory or

Chairmanthe NHS. We need to try and capture the research-
active base, do we not? I think the RDA could have

197. Sir Gareth, I have a final question for you.a role in terms of helping to co-ordinate these things
How strongly do you think and in what way shouldbut why can the charity representative not be a
SET feature in guidance to RDAs and particularly inmember of an appropriate regional science council?
monitoring their performance? We understand that it

Lord Turnberg: I think that is a good idea. is not one of the DTI’s indicators for monitoring
RDAs.

A. First of all, RDAs should be monitored for how
Lord Oxburgh well they spread good practice. I think you would

find probably in each of the diVerent regions a really193. Could I ask what your views are on regional
good exemplar that you would like to reproduce inscience councils? We know from direct observation
other regions and I would like to think that one of theabout the NorthWest Science Council but we are not
metrics that we should have for an RDA isyet clear how many others there are. Beyond that,
encouraging it to share its good practice with otherwhat role do you think these science councils might
regions. When it comes to the money that an RDAhave to ensure that science engineering and
receives I am not sure what benchmarks are used attechnology and its exploitation are comprehensively
present. Is it simply the population of the region thataddressed in the context of regional development
determines how much money an RDA gets? It wouldand, more specifically, in carrying forward your SET
be nice to feel that there were some performancefor Success proposals?
indicators which would sharpen these RDAs up a lot.A. I have here the brochure for the science strategy
The way they interacted with the universitiesfor the North West Region9 and I think should it

should be an exemplar for other regions. I think it obviously would be a key target, would it not? I have
really is first-class. A couple or so years ago, the not thought too much about metrics to judge an
regional innovation strategy for Yorkshire and the RDA, but certainly there needs to be some way of
Humber led to a very similar sort of document and I keeping them on their toes but in a way that
suspect if you went to the North East you would find encourages co-operation between regions as well.

198. So some indicators ought to be developed?9 Science Strategy, England’s NorthWest, Northwest Science
Council, 2002—www.northwestscience.co.uk A. Yes.
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As long as they have a process that is trying to brokerLord Oxburgh
these kinds of links that is possibly all you can ask for199. Our concerns are perhaps at a slightly lower
at the moment. When I was on the Yorkshire andlevel than that. Once you set any organisation a series
Humber RDA, we did have some targets in terms ofof targets or criteria by which it is going to be judged,
raising people up to a certain level of education andit concentrates on those to the detriment possibly of
so on and they possibly still exist; I am not sure. Iothers—and possibly to the detriment of the overall
think everybody ought to have some incentive toperformance. It is in this connection that we are
improve and there should be some benefits of doingconcerned that, as far as we can tell, the application
so, and the RDAs are no exception.of science and technology in support for industry in

RDAs is not there. Obviously, those that really
understand what they should be doing will be doing Chairman
it anyway, but it is not one of those targets as far as

201. Thank you very much. Finally, is there anywe can tell that is mentioned to them. I do not know
question we should have been asking you, Sirwhether you are aware of this.
Gareth?A. Government has imposed an access regulator

A. Presumably you are doing some benchmarkingon the higher education sector, has it not, where, as
comparing the Welsh and the Scots and possibly howI understand it, it is not targets that the person will
the Germans organise their work regionally.be judging; it is more the process: to check if a

university is really serious about access? Maybe in the 202. We have had visits to both Scotland and
same way there ought to be a regional regulator Wales but only for our own information. We were
where you check that they are going about the whole not using them as a benchmark.
process in a sensible way. Maybe it is these science A. It is more that they are well developed and I
councils and groups like that which possibly need to think if you let things ride in England you will end up
be judged in this instance rather than the RDAs possibly where the WDA and the Scottish are in
themselves. I find it quite hard to provide a a quick certain regions such as, as I mentioned, well-knit
answer. regions like the North East and Yorkshire. I am in a

region now which hardly feels it is within an RDA.
That is not to say SEEDA is not doing its job

Lord Wade of Chorlton properly. In fact, I am on the advisory board for
SEEDA, but it is much harder in a widely distributed200. Sir Gareth, we have been mildly surprised that
area like that to feel a sense of being in a certainrelatively few RDAs know what will be the outcome
region. I do not know about London; that is in aof their activities. They hope they will be all right but
diVerent category altogether. Your report when itthey do not really know whether they will be. From
comes out in terms of advice for RDAs hopefully canyour point of view how might you identify whether
diVerentiate between regions because each region hastheir SET policy is working or not? What might be
its own distinctive characteristics. It is a bit like mythe key indicators that they are doing something
Research Assessment Exercise. I have to find a modelright—or, indeed, wrong?
that will actually suit a wide variety of diVerent typesA. I suppose you could judge an RDA on how
of university.many beneficial contacts it had initiated between

universities and industry, which industries it had 203. Again, thank you very much for your
kick-started into doing some joint R&D. Work- evidence today. It has been a very useful session. In
based learning I think is an important feature that fact, the temptation is just to allow you to continue
RDAs can help with which is really saying to a speaking so that we can complete our report today!
university, “We have been to industries A and B and A. Thank you very much for the opportunity.
they would love to have courses on subjects X and
Y”. I think there are certain benchmarks of that kind
that you can judge RDAs by. Again, it is the process.

Supplementary memorandum by Sir Gareth Roberts

Further to the discussion on 13 March10, the basics of what I have termed the performance polygon are
shown in the diagram below. The chosen indicators, in increasing order of importance, radiate from a central
point. Plotting, for each indicator, the benchmark and an individual university’s own performance provides
a useful picture of institutional strengths and weaknesses.

10 See Q 172.
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For evaluating the regional contribution of a university, the indicators might be:

1: enhancing the regional framework;

2: human capital development;

3: business development;

4: community-based regeneration; and

5: cultural development.

Those indicators could be broken down into sub-indicators, so that each main indicator had its own
performance polygon. For example, the sub-indicators for Human Capital Development might be:

— retention of graduates;

— access;

— labour market responsiveness;

— regional skills involvement; and

— course provision for employers.

Similarly, sub-indicators for Business Development might be:

— creation of spin-out companies;

— engagement in inward investment;

— promoting graduate entrepreneurship;

— student staV exchange; and

— regional research collaboration.

March 2003
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Memorandum by the London Development Agency (LDA)

The LDA welcomes the opportunity to submit evidence to this Inquiry and looks forward to hearing the
Committee’s conclusions.

1. Introduction

1.1 London is one of the world’s major cities and is consistently ranked as Europe’s ‘top city for business’,
partly on the basis of its established global strengths in finance, business and professional services,
entertainment, retail, media and medicine. London also contains a number of emerging knowledge and
creative based sectors, including fashion, art and design, creative industries, IT and biotechnology. The
London economy produces almost 20 per cent of the nation’s wealth (as measured by Gross Domestic
Product by place of work) and accounts for 15 per cent of the UK’s total employment.

1.2 London has a large and successful academic sector and is both a global centre for scholarship and
learning and a major teaching centre. Almost a third of all UK Higher Education Institutions (HEIs) are
based in London—many of which have international reputations in the fields of science, technology, business,
arts, humanities and creative industries. It is also home to 60 further education colleges, nine Research and
Technology Organisations (RTOs) and hundreds of think tanks, research and scientific institutes and
professional bodies.

1.3 London is exceptional in the scope of the research it undertakes in the medical field, and is home to a
number of leading research bodies such as the Medical Research Council and Cancer Research UK. Some
70 per cent of NHS research funding is spent in London, making it one of the most internationally important
areas for this field.

2. How and to What Extent do RDAs Develop and Exploit Science, Engineering and Technology (SET) to
Stimulate Employment, Employment Opportunities, Regeneration,Wealth Creation and Improved Skill Levels?

2.1 The London Development Agency is committed to developing and exploiting SET and it forms part
of the four leading priorities outlined in our Economic Development Strategy (EDS). The EDS is based on
four guiding principles:

Economic growth: Supporting London’s economic growth, both as a world business centre and as a
balanced regional economy.

Knowledge and learning: Developing London as a city of knowledge and learning in order to fulfil the
potential of its people and businesses.

Diversity, inclusion and renewal: Working to support London’s continuing renewal as a vibrant and
inclusive city, acknowledging the cultural and linguistic diversity of London’s people as an asset.

Sustainable development: Ensuring London’s growth respects the need for social progress,
environmental protection and conservation of scarce resources.

2.1.1 The LDA recognises that London’s exceptional knowledge base, embodied in its Higher Education
Institutes and the NHS, is a key asset to enhancing the productivity of regional industry. The LDA strongly
believes that innovation in London will only be fully realised if London’s businesses and organisations are
able to draw from the wealth of the Capital’s knowledge and science base. It is an important priority for the
LDA that this knowledge base is harnessed and this is reflected in the Agency’s work in innovation, skills and
sectoral intervention.

2.1.2 The LDA has completed a draft Innovation, Science and Knowledge Strategy that aims ‘to reaYrm
London’s status as the world’s leading knowledge economy’. This is currently in draft format and has not yet
been adopted as policy.
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The draft Strategy aims to promote and support innovation and technology transfer from, and between,
London’s universities and colleges and its businesses and sectors. This builds on the LDA’s Science and
Knowledge Policy. (This is referred to as the Science Strategy in other regions, however the LDA has chosen
to also acknowledge its world leading academic strengths in the Creative and Arts sector.)

The science base is closely involved in the overall work of the LDA, even if the work is not purely within
the innovation field. Knowledge transfer is a key objective for all sectoral strategies and considered a vital
instrument for regeneration in the LDA’s prioritised areas.

2.1.3 To realise this vision, three key priorities have been identified:

— Creating a culture of innovation in all of London’s organisations.

— Harnessing London’s world class knowledge base to benefit London’s businesses.

— Encouraging and enabling London’s businesses to innovate.

2.1.4 The London Innovation Steering Group (see Appendix), chaired by Sir Derek Roberts and including
representation from industry and the academic world, is leading the SET agenda in London. It has created
a unifying eVect that enables LDA partner organisations such as Business Link for London to prioritise
developing and exploiting SET.

2.2 Science and Knowledge Policy

2.2.1 The Science and Knowledge policy framework establishes a clear role for the LDA in supporting the
development of London’s science and knowledge base. Its key objectives are to:

— Maximise the exploitation of the knowledge base by providing the infrastructure to:

— enable exploitation of research through spin-oVs and licensing; and

— enable knowledge transfer to London’s businesses.

— Support industry/university interaction, particularly in prioritised sectors, to inform and direct
more relevant research that enhances sector competitiveness.

— Encourage collaboration within the knowledge base to maximise third mission and European
funding.

— Foster collaboration within the knowledge base to improve access to businesses through common
gateways.

— Enhance access to continuous professional development from the knowledge base in sector specific
areas and for entrepreneurship.

— Promote and encourage the uptake of science, engineering and creative courses in schools to address
labour market needs.

— Encourage the development of “Centres of Excellence” and support the bridging of research in new
and emerging technologies.

— Promote London’s knowledge and science strengths and help to:

— secure inward investment in research and development and related activities; and

— increase the number of overseas fee paying students.

2.3 Innovation and Knowledge Transfer

2.3.1 The LDA supports SET through its Innovation and Skills projects, which have a dedicated budget
of £7 million for 2003–04. Sectoral and area budgets also have significant resources for the support of science,
technology and engineering. In total, this represents around £15 million of support for SET.

2.3.2. Innovation priorities that involve working with the science base include:

Priority 1—Creating a Culture of Innovation in all of London’s Organisations:

— A marketing programme for promotion of innovation and innovators.

— Knowledge Angels’—a network of “mentors” (Knowledge Angels) who work within the knowledge
base and possess extensive Small and Medium Enterprise (SME) experience, particularly in new
product or process development introduction.

— The London “Young Foresight” programme to promote the uptake of SET in schools.

— Support for graduate and undergraduate placement programme to promote technology and
knowledge transfer between universities and SMEs. A pilot is being supported as part of an
Objective 2 programme.
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Priority 2—Harnessing London’s knowledge base:

— Access to advice and support in universities and colleges—the LDA plays a coordinating role in the
development of improved innovation advice mechanisms. HEIF funding will be maximised towards
a more cohesive and collaborative knowledge transfer strategy for London in which the LDA will
play a greater role.

— Science parks and incubators—A programme for the provision of networked incubator space,
aligned with “hotbed” university environments and key sectors is being put in place. This is further
supplemented by “next stage” space for start-ups, including science parks.

— SME—knowledge base links: The LDA supports and encourages universities and colleges to
integrate with local and pan-London networks. The Innovative Cluster Fund has already been used
to good eVect in support of this type of activity.

— Research collaboration and commercialisation—A programme of support and encouragement for
“centres of excellence” and new technologies in innovation, including research, is being planned.
Support is also available for research collaboration and commercialisation to maximise the funding
for and impact of research, eg London’s collaborative bid for Biobank between the leading
medical schools.

— Seed capital funding and commercialisation—The LDA has already launched the London regional
Venture Capital Fund to help growth companies. The Agency is in the process of establishing a Seed
Capital fund to support high risk but high growth IP based start-ups with particular emphasis on
key sector and technology areas.

— Management skills—A programme to improve the management of commercialisation processes
across London’s Higher Education Institutions by identifying and promoting appropriate mentors.
Research is underway to establish the appropriate model for London. The objective is to enable HEI
projects to gain the commercial acumen required to develop these processes, and helping them to
fulfil their long-term commercialisation strategies.

— Support for Centres of Excellence—This includes support for the London Nanotechnology Centre,
which is at the forefront of leading edge interdisciplinary and collaborative research.

Priority 3—Encouraging and Enabling London’s Businesses to Innovate:

— Advice and support—This service helps SMEs to identify innovation needs and opportunities and
facilitates links to sources of innovation and knowledge. This supports the transfer and exploitation
of knowledge and encourages collaborative innovation and technology transfer between academic/
research institutions and business. These eVorts will be supported through further development of
the London Innovation website (www.london-innovation.org.uk/).

— Small firms innovation finance—SMEs typically struggle to invest significant sums in innovation.
This is demonstrated in the low levels of research and development investment reported in London.
A small firms innovation grant is being developed to provide London firms with access to funding
for innovative projects.

— Business networks and clusters—The LDA develops and supports sectoral or subject themed
networks and collaborations between SMEs, universities, colleges, venture capitalists and ‘angels’.
Examples of this network approach include the London Biotechnology Network, the Creative
industries Commission and the Production industries Commission.

— Collaborative delivery of innovation support—The LDA is supporting the development of a
London Innovation Centre. This project, initially led by the London Business School and
University College London, will be a flagship enterprise that showcases innovation and acts as a
reaction chamber for London’s innovation assets and enterprise. Innovation players will work as
partners of the Centre and collectively provide their services to all types of businesses. Discussions
are now underway with various parties to take this project forward.

2.4 Skills

2.4.1 The LDA has led the development of the Framework for Regional Employment & Skills Action
(FRESA) in London. This is a tri-partite initiative across three government departments, which seeks to make
eVective links between the skills and employability of the individual, the enterprise of communities and
regions, innovation of business and the UK’s science base at a regional level.

2.4.2 In October, the London Skills Commission, co-chaired by the LDA and LSCs, produced the London
FRESA. The London FRESA highlights the key priority sectors for planned action, which includes
Biotechnology and Life Sciences. The sectoral activity will underpin the five strategic objectives of FRESA
and seven flagship initiatives. The flagship initiatives are planned to kick-start the joint activity plan of the
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key London stakeholders who constitute the London Skills Commission. One of the flagship initiatives will
seek to create a higher-level skills programme for London, aiming to increase the skills supply in science,
technology, engineering and mathematics.

2.5 Supporting Science and Knowledge in London’s Sectors and Strategic Locations

2.5.1 The administrative and policy context of London ensures that a science and knowledge strategy for
London must take into account the policy emphasis and priorities set by the Mayor. In particular, this has
led to the LDA developing both sectoral and strategic locations.

2.5.2 Sectors: The LDA plans to develop, reinforce and build on the strength of London’s specialised
business clusters and has identified seven sectors for action:

— Life sciences (including biotechnology).

— ICT.

— Environmental services and products.

— Tourism.

— Creative and cultural industries.

— Production industries.

— Public sector.

2.5.3 Sectoral exemplar projects: An essential part of the sector strategies includes focused activities
around the key areas of science and knowledge that exist in London’s universities and colleges. For example,
the creative industries work within the London Fashion Forum is closely aligned to work with the London
Institute.

The Centre for Excellence in Manufacturing and Engineering (CEME) in Dagenham is an example of
excellence in sector support and area regeneration. This programme has aimed to replace manufacturing and
engineering job losses by creating a unique resource to reskill the workforce. CEME delivers a comprehensive
strategy to regenerate the area at the former Ford car plant site and has both the higher and further education
sector as partners. The project includes a New Technology Institute and an innovation centre, making it a
comprehensive provision for retraining, right through to employment or business start-ups.

The Lifescience sector is intrinsically tied to the knowledge base and the LDA has projects with the Royal
Veterinary College, Queen Mary College, Imperial College and Kings College to support the creation of
incubation centres at their sites. These will not only support the spin-oVs from the knowledge base, but also
support inward investment of companies who wish to be located close to the science base, a special
characteristic of this sector.

2.5.4 SET in strategic priority locations: London faces significant challenges in ensuring that its
development is balanced and that deprived or disadvantaged communities and areas are fully supported. The
Innovation, Science and Knowledge Strategy oVers a major contribution to this.

The eVorts in this area focus on attracting high technology and growth businesses to areas prioritised for
regeneration. The knowledge base is an essential catalyst in making this happen. The LDA has supported the
creation of the Knowledge Dock at UEL, which oVers advice and assistance to businesses in East London.

There are three LDA led/supported Objective 2 based projects in priority areas that have the knowledge
base as the leading partner supporting innovation.

In future, a major development is planned at Whitechapel with Queen Mary College to create a
Technological Innovation Centre. This has huge regeneration potential as it is tied in with the new medical
school and hospital projects on that site.

2.5.5 Regional Innovation and Clusters fund: The Regional Innovation and Clusters Fund helped to
support a number of science based projects. This fund helped the LDA initiate its interaction with London’s
knowledge base through significant and strategic projects that support the science base. Some examples
include:

— the creation of a Knowledge Dock at the University of East London to provide a gateway to
businesses;

— supporting the creation of a new media cluster with the University of Westminster;

— the creation of the London BioScience Innovation Centre at the Royal Veterinary College; and

— support for the creation of NHS hubs to exploit knowledge from this very important sector for
London.
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3. How do Advances in SET and National SET Policies and Initiatives Influence and Inform RDAs’ Strategies?

3.1 The Government’s innovation policy is summarised in two key documents: the White Paper
“Opportunities for All in a World of Change” (published February 2001, by DfES and the DTI); and
“Productivity in the UK: 3—The Regional Dimension” (published November 2001, by the Treasury and the
DTI). The importance of innovation, as highlighted in these documents, stems from its role as a key driver
of productivity growth, itself the main factor explaining regional and international diVerences in per capita
GDP.

The key national policies mentioned above have resulted in the following measures to support innovation:
the introduction of R&D tax credits in April 2000; the University Challenge and Science Enterprise Challenge
funds; and the introduction of the Manufacturing Advisory Service, the regional Manufacturing Centres of
Excellence and the national network of Centres of Expertise in Manufacturing.

3.2.1 The LDA is strongly committed to supporting SET, and also believes in working in tandem with
national policies and initiatives. The importance of knowledge and innovation for economic development has
been recognised in the Government White Paper “Our Competitive Future: Building the Knowledge Driven
Economy”, (December 1998). This outlines the Government’s emphasis on fostering competitiveness through
developing a knowledge driven economy and investing in the underpinning science base. This document
maintains that: “The UK’s distinctive capabilities are not raw materials, land or cheap labour. They must be
our knowledge, skills and creativity.” This recognition is exemplified by the London economy, where
businesses compete and thrive on knowledge.

3.3 Specifically targeted funds, like the Regional Innovation Fund and the Clusters Fund, with a value of
about £20 million over the previous two years, have enabled the LDA to provide support for innovation
activity in London. Notable projects that have been supported include: The London Bioscience Innovation
Centre, The London Business Incubation Centre, Centre of Excellence for Manufacturing and Engineering
and the Knowledge Dock.

3.4 The LDA’s strategy on Innovation and Science Knowledge clearly links to the various central
Government policies, including the new White Paper about Higher Education. In response to the reinforced
Government agenda’s on the subject, the Innovation Steering Group was restructured to take this agenda
forward.

3.5 The LDA also has regular liaison meetings with the DTI to share knowledge, and engage with the
Innovation Group (IG). We are currently exploring the relationship between DTI IG and the Innovation
Steering Group.

3.6 We collaborate on a number of initiatives with other RDAs, including for instance the joint approach
to establish the UK support for nanotechnology. We are also working closely with colleagues in EEDA and
SEEDA on the Thames Gateway Innovation sub-group, to drive forward the SET agenda as a strong basis
for regeneration in this area.

The RDAs, including the LDA, are establishing a stronger relationship with the Research Councils, to
ensure that investment in this research is exploited appropriately through a congruence of policies and
actions.

4. Do RDAs Take Full Advantage of all Available Local, Regional and National SET Facilities, Expertise and
Funds (Including EU Funds) in Implementing Their Policies?

4.1 Expertise: The LDA implementation of support for SET is strongly influenced by the Innovation
Steering Group.

The LDA is proactive in its engagement with the knowledge base. The LHEC is one of the LDA’s Charter
for London Partners and in addition, regular meetings take place to work on common issues. The LDA also
engages with individual organisations on specific projects.

LDA also engages with the science base at a strategic level through appropriate representation on its Board.
Sir Roderick Floud is Chair of Universities UK and Rector of London Metropolitan University, and Dame
Judith Mayhew (who also chairs the LDA Business Committee) sits on the Imperial College Council. These
linkages reinforce the commitment to London’s Science Base at the LDA’s strategic level.

4.2 Funding and facilities: The LDA strongly believes that much can be achieved by bringing diVerent
schemes of support together. Using many existing and prospective funds to support SET in London is a core
part of our Innovation strategy.

London has only 10 per cent of its landed area eligible for Objective status. We have three projects
applications that promote SET, which have been successful in this round of funding and will commence
shortly.

4.3 Other schemes that the LDA works with include:

— London regional Venture Capital fund to help high growth start-ups.
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— University Challenge Fund, under which London colleges or consortia secured four of the 15
awards announced in March 1999, worth £12 million.

— Science Enterprise Challenge—which helped establish three world-class enterprise centres in
London Universities, teaching entrepreneurship and business skills to scientists and engineers.

— The Higher Education Reach-Out to Business and the Higher Education Innovation fund that help
universities work more eVectively with business, by encouraging interaction and supporting
organisational and structural arrangements to support such links. The LDA is mapping the success
of these schemes to ensure that funding is maximised through collaborative London bids.

— Faraday Partnerships have proved to be an exemplar of good practice and the LDA has explored
the possibility of a similar regional model with the DTI and the Research Councils.

— Smart—this successful competition-based scheme, funding feasibility studies and development
projects in SMEs, is expanded to include technology acquisition projects.

— TCS—this long running DTI scheme is highly eVective but has low take up in London. It is an
essential part of our intervention to promote uptake of this long established and successful scheme.

— Foresight—the LDA previously partnered the delivery of the Foresight programme and we
continue to provide support for the young Foresight programme as part of our SET agenda.

5. How do RDAs Reach Decisions on Financial Support for SET? How should Success be Judged?

5.1 The LDA, as with the other RDAs, have the opportunity to provide more flexible support to regionally
critical agendas through Single Programme funding.

5.2 The LDA’s Economic Development Strategy outlines our aims and objectives, based on extensive
research and consultation. Our annual Corporate Plans outline the LDA’s specific priorities and the financial
support available to them.

The SET priorities are detailed in our Innovation Framework document, which is approved by the LDA
Board. This forms the basis of the Innovation, Science and Knowledge Strategy, referred to previously, which
is currently out for public consultation. Our partners in innovation (detailed in the draft Strategy) are fully
consulted on the support that is planned. For instance, we have worked closely with HEIs to fully understand
the barriers to SET initiatives.

The Innovation Steering Group will inform the development of SET priorities, and their translation into
LDA-led action.

All financial support follows the LDA internal appraisal process, which tests the robustness of projects and
links them to stated priorities and core government targets of job creation, new business creation, learning
opportunities, development of brownfield land and investment benefiting deprived areas.

Success is judged on the basis of the achievement of the core targets that all RDAs work to. However, it
is important to acknowledge other success factors that do not have approved metrics to support them. eg
raising the culture of innovation and the infrastructure developments that support SET in the region.

Other important metrics, that are not captured in core targets but are still highly relevant, include spin-oVs
from knowledge base, new products and processes and the international success of high technology
companies.

6. What Lessons May be Learned from RDAs’ Approach to SET, and from the Longer Experience of Scotland,
Wales and Northern Ireland?

6.1 The LDA is very aware of the progress made by Scotland, Wales and Northern Ireland in this area
and it has been our aim to learn from their experience rather than “reinvent the wheel”.

The Agency has regular contact with colleagues in Scotland and many projects are influenced by the
examples of best practice in other areas. The Technopoles of Wales are an eVective example of how
universities outside central London can influence regeneration.

Based on the highly eVective Proof of Concept fund, we have explored with the DTI the possibilities of
setting up a pilot in London for the English Regions. Given our enormous knowledge base we believe that
it is greatly needed and have undertaken research that confirms this to be the case.

It is important to understand the diVerences between institutions in Scotland, Wales and Northern Ireland,
and their added ability to respond to issues more easily. The Scottish Enterprise is able to influence across
agendas, as Local Enterprise Companies (LECS) form part of the network. The ability of the Scottish
Executive to work seamlessly with Scottish Enterprise also makes the decision-making process of introducing
new programmes easier and faster.

A more eVective role for the RDAs in policy making and programme structuring is an issue that ought to
be explored in the English regions.
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7. Conclusion

7.1 As the strategic economic development agency for London, the LDA clearly has an important role to
play in addressing regional challenges. To this end the LDA takes a strategic but pragmatic perspective in
terms of its remit and capabilities for science and knowledge. It seeks to add value to science and knowledge
in London while allowing itself flexibility to act if there is a compelling need to prevent or ameliorate market
failures when they are identified.

7.2 The Science and Knowledge Policy focuses on supporting innovation and technology transfer from
and between London’s universities and colleges and its businesses and sectors. Although the LDA does not
seek to position itself as the prime source of research funding for the science base of London, it does seek to
make a significant contribution in terms of the support for businesses accessing the science, technology and
knowledge infrastructure in London.

March 2003

APPENDIX

Innovation Steering Group

The LDA Science Policy is implemented through the Innovation Team and is guided by an external
Innovation Steering Group. This structure is known as the Science Councils in many regions but
“innovation” is deemed more appropriate to cover London’s strengths in the arts and creative industries both
in industry and academia. It is chaired by Sir Derek Roberts, Provost of UCL and has representation from
the London Higher Education Consortium and Industry (LHECI). LHECI is the consortium of the chief
executives of London’s HEIs.

The Role of the Innovation Steering Group

The role of the Innovation Steering Group is to oversee and guide the development of a strong innovation
and knowledge transfer culture, by creating a network and co-ordination structure for London that will
improve the viability, growth and competitiveness of London’s business base and the region’s GDP per
capita.

To deliver this mission, the remit of the Innovation Steering Group, is to co-ordinate the successful
development of a powerful innovation partnership for London, meeting the following aims:

— To create champions and spread the message about the benefits of innovation and knowledge
transfer across the region.

— To promote the creation of an innovation culture that reaches out to all diVerent groups and which
influences customer behaviour.

— To promote networking and to secure commitment from all participants.

— To create a brokerage between deliverers (HE and research organisations) and customers (users of
research).

— To create a focus and tangible recommendations for practical eVect.

— To ensure linkages are created and maintained between the agencies and businesses and oiling the
wheels for information to flow between them.

— To lobby regional, central and European Government and the private sector to ensure that the
required level of funding resources is forthcoming to realise the London Innovation Science and
Knowledge Strategy.

The Innovation Steering Group acts as the senior level network for the development of the overall strategy
and partnership framework.

The group will undertake a number of strategic development tasks for the on-going development and
implementation of projects and programme, by nominating and forming short life task groups and advisory
panels, on an ad hoc basis.

Given the need for independence and a real demand side perspective it is important that the Steering group
is business led and brings together industry and the knowledge base to realise the true potential of SET.
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Memorandum by the South East Development Agency (SEEDA)

1. Introduction—The Regional Context

The South East region has a population of eight million, an estimated GDP (2002) of £140 billion, and
contributes a net £17 billion to the Treasury. SEEDA’s annual budget (2002–03) is £110 million. The
manufacturing base is strong—the South East exported nearly £28 billion worth of manufactured goods in
2000, more than any other region. The Science and Technology base in the South East is very strong—total
R&D expenditure taking place in the region’s universities, research institutes and businesses, is £4,114 billion
or 24 per cent of the UK’s research and development expenditure. As a proportion of GDP, this is second
only to East of England. In the 2001 RAE exercise 45 departments gained five star ratings, with the University
of Oxford alone gaining a five star rating in 25 departments. London and the SE account together for 38.5
per cent of HEI research income. Many major companies locate their Headquarters for Europe with their
R&D in the South East. The SEEDA region performs very well in international comparison with regions of
a similar size. Within the top 40 global regions performance the region performs in the top 10 on knowledge
economy indicators such as R&D expenditure. However labour productivity is 22.6 per cent below the top
performing average and the region ranks 35th out of 40. If the region is to maintain and improve its
competitive position internationally, reaping the full benefits of its research base—corporate sector, public
sector and university-based, must be a priority.

SEEDA’s direct and indirect expenditure on Science, Engineering and Technology (SET) approaches £10
million pa, which includes most of the expenditure on Enterprise Hubs, (£4 million) Sectors and Clusters (£3.5
million) and part of the expenditure from Learning and Skills and Wired Region programmes.

The work of the agency is determined by the 2002–12 Regional Economic Strategy (RES), the Corporate
plan, highlighting shorter-term objectives, and the Regional Sustainable Development Framework (RSDF),
developed in 2001. Progress is measured against the government’s Tier 2 and Tier 3 outcomes (Appendix 3).
The latest RES, through extensive consultation with partners, including university and business
organisations, identifies five Objectives—Competitive Businesses, Successful People, Vibrant Communities,
EVective Infrastructure and Sustainable Use of Natural Resources. Particular importance is attached to
dealing with problems of success including pressing for the relief of transport congestion; improving learning
and skills to support the knowledge economy and increase productivity; and aVordable housing. There is a
strong recognition by SEEDA of the contribution of science and technology (SET) to a strong healthy
economy. SEEDAs role is to support SET through facilitating, and catalysing:

1. Growth, based on the region’s knowledge base, of an enterprise culture, business start-ups, supply of
flexible work space and business finance.

2. Knowledge transfer into the business community, adoption of best practice through networks and
clusters

3. Raising the international competitiveness of the region through foreign direct investment.

4. Development of the necessary skills to underpin prosperity supporting sector and cluster
development, management and entrepreneurial skills, workplace learning, improving education-
business links and enhancing the regional role of universities.

5. Establishing a broadband communications network to support a high performing knowledge
economy.

6. Use of environmental technologies to respond to sustainable management of energy, water and waste.

Integrated Regions

The Economic Profile of the South East demonstrates that the region is the principal gateway into the UK
and Europe; a significant contributor to European prosperity and it is the preferred location for multinational
headquarters in Europe; intertwined with that of London through commuting patterns, business and sectoral
links. Other significant cross-boundary links for the South East include:

— The Thames Gateway (with East of England and London).

— The Central South Coast (with South West).

— Oxford—Cambridge Technology Arc (with East of England).

— Milton Keynes/South Midlands (with East Midlands and East of England).

SEEDA has also collaborated with other RDAs on research projects, eg strategies for broadband
penetration with Advantage West Midlands.



102 minutes of evidence taken before the

18 March 2003] [Continued

Global Regions

International networks are vital to sustain our businesses and institutions in the global market place.
International links enable access to new market opportunities and leading edge technology, systems and
processes. The SEEDA global regions initiative has started to deliver significant returns through the aims of
encouraging and facilitating worldwide links with other global regions with similar expectations of growth
and development and bringing a wide range of benefits to all participants in two-way trade and investment.
In only 18 months since its inception the global partnering programme is gathering momentum, from
incubation, promotion and partnering events in the USA, information centre establishment in Japan,
missions to Sweden and special interest groups in Finland.

2. Exploiting (SET) to Stimulate Employment, Regeneration, Wealth Creation and Improved

Skill Levels

2.1 Knowledge Transfer and Wealth Creation

Fourteen Enterprise Hubs have been established as one of SEEDA’s initiatives to increase the start-up
survival and growth rate of young companies. (Appendix 2) and a further eight are planned by 2005. Several
are based on science campuses or science parks. Twenty Enterprise Gateways are also planned. Total planned
investment will be £40 million with £4 million invested in the current year. The project has already resulted
in 350,000 ft2 workspace supporting 400 businesses.

By September 2002, the first five Hubs had generated 68 new start-ups, with 50 businesses moving up to
larger premises, 61 businesses surviving for at least a year, and 203 new jobs were created. 487 businesses were
located in or using the facilities in these five Hubs, 406 businesses received specialist advice and about 400
were active in networks.

The Enterprise Hub concept, developed and pioneered by SEEDA won European recognition in 2002 as
a best practice example of support for new business in Europe through the European Association of
Development Agencies Benchmarking project. This project is aimed at identifying good practice in the field
of support for businesses and encouraging the uptake of these practices throughout Europe.

The objective of an Enterprise Hub is to encourage growth through the provision of support for local
entrepreneurs. Enterprise Hubs are business led networks, located throughout the South East of England,
that provide new and established firms with better access to knowledge (mentoring technology), investment
flexible workspace and mutual support. Each is business led by a Hub Champion, employs a Hub director,
contains an “incubator” unit (which is designed to nurture start-up and expanding businesses) and is aYliated
to a university or research institution. Each Hub or Gateway will be a business incubation network which:

— enables businesses to learn from and do business with each other, collaborating on key strategic
projects;

— identifies the right sources of finance and links these with investment ready companies;

— ensures young and growing companies have access to flexible premises to support successive stages
of development;

— links these companies to the business advice, mentoring and training they need to ensure they
develop the management capability to succeed.

The Enterprise Hubs have a particular role in business incubation good practice for fast growing
technology companies and in facilitating the transfer of technology and know-how from the region’s
universities and research institutes, with several of them based on science campuses or science parks. They
are a focus for cluster development in leading edge products and technologies, and are increasingly attracting
investment by high tech companies into the region.

A central role of the Enterprise Hub network is to act as a focus for exploiting the region’s knowledge base
by encouraging new technology businesses, including university and corporate spinouts. This process will be
further supported by the development of specialist hatcheries, involving universities and research
establishments, to support innovators through the pre-start up phase of converting a business idea into
commercial reality. Specific examples of Enterprise Hub development are described in Appendix 2 and
include Hubs in high technology corridors, such as North Oxfordshire (which includes world-class materials
research facilities and a nanotechnology collaborative research and training centre for industry), and
Southampton (photonics, electronics, telecommunications, computing, Marine Technologies and Media and
Creative Industries) and in regeneration areas such as Sittingbourne (PharmaBio, Life Sciences and ICT) and
the Isle of Wight, where SEEDA supported and assisted a European consortium led by the Isle of Wight
Partnership to develop a successful proposal to establish a European Virtual Institute for Composites in this
key area of advanced materials.

Enterprise Gateways are a new initiative being developed jointly by SEEDA and the South East Business
Links to provide business incubation networks nurturing entrepreneurs and young companies within the
general business community right across the region. Priority will be given to rural areas and areas of the region
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and groups within which entrepreneurship and business skills are low. These areas are not usually close to
university campuses or science parks. Not for profit businesses and social enterprises will be valued
participants in the Gateway networks. Other business communities are not excluded, however, and all areas
that could benefit will have the opportunity to make proposals for Gateways. Two have so far been approved.

Finance South East

For next stage technology company scale-ups, SEEDA and Business Links have established Finance South
East Ltd (FSE) with access to a £22.5 million Regional Venture Capital Fund, which will invest up to
£500,000, and provide financial, accountancy, business and legal advice, business angels.

Manufacturing

In the South East 25,000 manufacturing enterprises contribute £18 billion to the economy and employ
more than 500,000 people, representing 19 per cent of the South East business workforce. The South East
achieves higher manufacturing value-added and exports than any UK region.

Manufacturing is an integral part of the technological revolution that goes beyond information and
communications technology into products based on expert knowledge of chemistry and physics such as
pharmaceuticals and new materials and control systems that are transforming many products and processes.
The region’s overall approach to manufacturing is to support continuous improvement and raise productivity
by encouraging investment in people’s skills; supporting best practice exchange through, for example,
Enterprise Hubs and business networks; supporting technology transfer; bringing together companies which
can benefit from working in partnership, through sectors and clusters and business networks; and addressing
skills and employment issues. The South East Manufacturing Advisory Service (MAS) is a new resource
operated by Engineering Employers Federation (EEF South), funded by the DTI and SEEDA working in
association with regional Business Links and other partners, upon which manufacturers in the South East
will be able to draw in achieving or maintaining world-class performance. Opportunities MAS South East
advisers oVer to SMEs include:

— Fast-track exposure to best-practice methods, processes and technologies, free training materials
online.

— Manufacturing information and advice, subsidised consultancy.

— Hands-on” assistance from high-quality professionals, introductions to specialist advisers, access
to funding for business improvement.

— Enquiry service for rapid problem-solving, and networking events.

SEEDA is supporting MAS with £2 million during 2002–04. With the support of the MAS, in the first half
of 2002, 41 businesses were created and 284 businesses were within and using incubator facilities; creating and
safeguarding 1,885 jobs (including Foreign Direct Investment); businesses received 572 learning
opportunities (3–30 hours), 1,088 specialist advice, 405 were active in cluster and best practice networks and
99 were provided access to broadband. “Lean” manufacturing techniques can bring about startling results.
“We regularly see productivity increases of 40 per cent and 90 per cent reduction in lead-times through the
adoption of Lean principles,” Mark Eaton, Head of the MAS in the South East. “The MAS has been set-up
to encourage manufacturers to improve productivity. The one day activity—which is free of charge—is an
excellent way of helping a company start down the road of introducing Lean and getting this type of
improvement.”

2.2 Networking and Communication

Sector Groups and Clusters

Sector Groups are led and driven by industry leaders who have been attracted because there is clear value
to be gained by coming together at the regional level. They drive strategic actions that are best undertaken
or co-ordinated at a regional level. Eight key sectors have been identified as those driven by new and emerging
technologies with transformational potential: and manufacturing sectors with high value added growth
potential, underpinning the region’s international trade performance:

1. Aerospace and Defence.

2. Environmental technologies.

3. Pharmaceutical, Biotechnology and Healthcare technologies.

4. Marine Industries.

5. Media technologies and Telecoms.

6. Property and Construction.
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7. Logisitics and Transport.

8. Tourism.

Further sector groups (eg e-Skills) are being developed as other sectors meet specified criteria. Expenditure
on collaborative working with business has grown to a projected £5.3 million in 2003–04. Additional capital
expenditure projects are likely to include the building of a motor sports academy.

Examples of SEEDA-led sector initiatives are:

— Rapid Product Development Group, a new public/private partnership initiative that brings together
Buckinghamshire and Chilterns University College, Portsmouth University and an innovative
company 3T RPD Ltd. This unique group is able to provide a comprehensive range of skills
equipment and technologies which increase competitiveness by reducing times to market by up to
70 per cent, and by reducing errors, ensure manufactured parts reach the market more eYciently.
The RPDG promotes the techniques of superfast product development through specialist skills
training, bespoke short training courses and advice on RPD processes and applications. The group
also promotes RPD as a career and as a taught subject in schools (including “taster days”), colleges
and universities. SEEDA has invested £900,000 over three years into establishing and developing
the group, resulting in the delivery of over 1,500 learning opportunities, 750 high level skills
qualifications and 550 businesses receiving specialist advice.

— SEOS—South East Opto-electronics Skills delivery plan. Part funded by SEEDA (£650k) the
project focuses on the needs of the opto-electronics sector to upskill 500 qualified engineers through
bespoke courses designed through an academic-industry collaborative network and to provide an
additional 500 learning experiences; in addition to an employer support network SEPNET, a mobile
Schools opto-electronic project unit to support the secondary school curriculum.

— Healthcare Technologies Task Group—to focus on priorities to improve labour and skills supply
for PharmaBio companies particularly at technologist level. Funding is being planned to support
the recommendations, including three sub-regional resource centres together with a highly eVective
industry communication system, acting as a focal point for skills, labour supply and university links,
and the creation of the right employment conditions to attract suitable individuals to healthcare
technology as a career of choice.

— Working with e-Skills UK on several initiatives designed to increases the number of professionals
with suitable skills. Only about 20 per cent of industry employees are female, and it is recognised
that girls are being switched oV in their early teens, so one project, Computer Clubs for Girls
(CC4G) involves 11 year old girls engaging in activities which show the importance and relevance
of ICT skills, using state-of-the-art industry software, such as desktop publishing, to produce
magazines. With a SEEDA investment of £1.7 million the first stage has been launched with 24
schools, mainly in the region’s deprived wards, before being extended to other parts of the region.
SEEDA is also working to broker a relationship between e-Skills UK, employers and a University
consortium, to develop a BSc (Hons) IT Management degree which will produce graduates more
able to “hit the deck running” through a strong focus on developing project management and other
work-related skills.

Sector development has progressed through links with the Hubs, to develop three sector-specific business-
accelerators, which will help up to 18 firms move from first to second stage development.

Clusters and Partnerships

Specific clusters emerge within and across sector and geographical boundaries, and are driven by business
trends such as specialisation, outsourcing and strategic alliances. Fully functioning clusters achieve
competitive advantage through collaborative interaction, both between businesses and with sources of skills,
technologies and expertise. Sector groups help SEEDA in influencing support for business for example in the
area of best practice, adding coherence and supplementing existing practice for business in the region.

Partnership working and business networks are key to growing business clusters and delivering world-class
competitiveness through sharing technology and innovation. In addition to the initiatives and programmes
SEEDA supports through its partners, an Innovation Framework has been developed to highlight the key
elements which need to be in place in order to create, maintain and grow and the most competitive business
environment for all businesses in the South East. The Innovation Framework has also helped to identify the
most appropriate partner organisations to lead on or work with SEEDA on particular elements.

Our estimate is that some 20,000—30,000 of the 300,000 companies in the SE which are targeted for support
and suitable for networking, and of these we are currently working with around 7,000 companies. Some
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programmes are long term, for example Lean Manufacturing and Clustering, is expected to take three to
seven years to be able to look at direct outputs from the programmes. However learning opportunities/
specialist advice have been provided to over 1,000–1,500 companies this year with an anticipated 2,000–2,500
next year, with the potential to save significant costs, enhance export markets/acquisition of new technology,
and avoid becoming too operationally focussed through strong links to the market place with clear visions
of the threats and opportunities and access to resources, equipment, raw materials and new ideas. The Sector
and Cluster team undertakes research to deal with complex issues.

2.3 Skills, Business and Employment

Increasing the capability of the knowledge base to generate new businesses.

Innovation is at the heart of the knowledge economy and needs the development of new skills in
entrepreneurship, ICT and SET; new forms of management, organisation and working practices; and
developing a culture of lifelong learning providing opportunities for all. Engagement between the HEIs,
business and SEEDA has been especially important for HEIF and HEROBC funding, and for University
Challenge. Sector specific learning centres are being established to provide support for sector and cluster
development building on existing centres and new developments such as New Technology Institutes and
Centres of Vocational Excellence, to increase the number of people with ICT and SET skills, especially at
technician level, and in support will of the engineering and manufacturing sectors.

The Hatcheries programme, (Graduate research ideas in science and technology GRIST) has been
approved in 2003 and involves collaboration between three universities (Surrey, Kent and Brighton) to
develop and promote best practice, building on the experience of other countries such as the Netherlands
(Tvente) and Belgium (Louvain-le-Neuve), and through Surrey’s involvement the in the SET2 project which
also involves Southampton, Bath and Bristol Universities. Grants, space and mentoring will be provided to
graduates encouraged to develop their ideas to the next stage of investment (the Enterprise Hub or Gateway).
The project will last two and a half years, cost £975k and support up to 90 graduates ideas, should generate
a significant fraction of these into businesses, and is intended to become sustainable.

Management and Entrepreneurial Skills

SEEDA has committed £2 million towards Management Development activities for 2002–03 and 2003–04.
IES has been employed to produce a Regional Management Strategy and Action Plan, which will identify
gaps where SEEDA can add value to encourage entrepreneurship in the region. It is likely to include shaping
links between business and schools, improving consistency and spreading best practice, with a particular
focus on girls and deprived areas. This is an area in development and SEEDA is talking to key partners
(Young Enterprise, Young Foresight and the Princes Trust) to establish what currently happens and what
could be rolled out / extended / improved upon.

2.4 Sustainability

SEEDA is committed to meeting its statutory objective to contribute to the achievement of sustainable
development in the UK. Accordingly, the Regional Economic Strategy is predicated upon sustainable
development principles, integrating social, economic and environmental objectives, and including corporate
social responsibility (for which SEEDA is the lead RDA). The environmental economy of South East
England is an asset of immense importance to the region. In 2000, the environmental economy contributed
nearly £8 billion to the South East economy, and employed approximately 230,000 people (a higher figure in
both cases than for any other English region). Associated action plans for sustainable development include
specific initiatives relating to sustainable construction, biodiversity, environmental technologies, renewable
energy, resource management, waste market development, sustainable business, and water resource
management (Appendix 5).

2.5 Regeneration and Infrastructure

A substantial investment by SEEDA into the regeneration of Chatham Maritime has led to the
development of the first major Multiversity in the UK in which the Universities of Kent and Greenwich and
Mid-Kent College will share a campus, with a strong SET focus, involving substantial SEEDA investment
in an area with a population of over 250,000 and low participation in HE. A new University Centre at
Hastings (UCH) will open in 2003. Developed as part of the SEEDA-led task force, UCH will bring degree-
level ICT programmes to the area.
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Broadband

The deployment of broadband is of fundamental importance to the success of the South East’s economy
as well as the government’s target to achieve the highest broadband penetration within the G7 group of
countries by 2005. This is of particular importance to knowledge sector industries, such as those supported
by SEEDA’s Enterprise Hubs, all of which have state of the art broadband connectivity. The future success
of SET-based companies and their ability to secure cost eVective and reliable broadband capability are
intrinsically linked. Broadband also lies at the heart of regeneration initiatives such as Hastings—which
includes broadband (and higher education) in the five task force objectives. SEEDA is working with suppliers
to improve business access to Broadband and has a satellite scheme to support businesses in areas where
access is diYcult. Current expenditure by SEEDA is £2 million per annum.

3. The Relationship Between Advances in SET and National SET Policies Initiatives on SEEDA
Strategies

— SEEDA interacts directly with government as the lead RDA on DTI matters including science and
technology, innovation, manufacturing, broadband and corporate social responsibility, through
Board members who work on government committees, and through close liaison with the Regional
Assembly, the Government OYce for the South East and Higher Education South East (which is
co-located in the SEEDA village). The Regional Economic Strategy is developed in collaboration
with all relevant regional bodies, and has been fully endorsed by the Regional Assembly. In
February 2003, in response to encouragement from Lord Sainsbury to form science and industry
councils, the South East Science and Technology Advisory Council (SESTAC) was formed with
membership which includes senior industrialists and vice-chancellors (Appendix 4). At its first
meeting the Council provided a steer to SEEDA on the science and innovation policy for the region,
the global regions strategy, the forthcoming meeting between the RDAs and Research Councils
UK, and identified areas where research to support the work of the council is needed.

4. SEEDA Use of Available Local Regional and National SET Facilities and Funds in Implementing

Policies.

SEEDA works with LSCs, Sector Skills Councils, HE, FE and Schools, Education Business Links in
developing underpinning strategies such as the RES and the Framework for Regional Employment Action.
Industrialists and academics and professional bodies are involved in task forces such as Healthcare
technologies. South East House in Brussels forms a coordinating support base for eg regional EU Framework
VI and Interreg bids. For example a regional ERDF Innovative Actions bid for six million euros, involving
industries, councils and Universities across the South East has just been approved.

SEEDA and the Kent Technology Transfer Centre administer the annual Industrial Collaborative Awards
in Science & Engineering (CASE) studentships. Five awards are made each year directly to the companies,
which must employ fewer than 250 people, and takes the lead in defining a project and choosing the
academic partner.

5. The Decision Making Process on Financial Support for SET

SEEDA funding for SET is limited (see Section 1), and is mainly targeted at providing leverage to catalyse
development and playing a coordination role between partners. Transparency, crucial to the decision making
process, is achieved through scrutiny by a Programme Committee for all projects over £50,000 with critical
appraisal from all divisions of SEEDA. Assessment is made on the target outcomes, value for money
(including an option appraisal) and leverage, feasibility in the context of the RES, the Corporate plan and
the Regional Development Sustainability Framework. Projects over £1 million are assessed by the Board and,
if over £5 million, Departmental approval is also required. Research on skills needs is funded through Skills
Insight. Four board members have a SET background (Appendix 3).

6. Lessons Learned From the RDAs Approach to SET

RDA networks of Enterprise Directors, and Learning and Skills Directors meet regularly and have proved
useful for sharing best practice. RDA Chief Executives and Chairs also meet regularly, with each RDA
leading on diVerent government links and providing mutual briefings. Several projects are co-funded, e.g.
REWARD which includes the Welsh RDA (Appendix 5) and broadband strategies with Advantage West
Midlands. SEEDA is also participating with other RDAs, along with Scottish Enterprise and the Welsh DA,
in the National Microsystems and Nanotechnology Project.
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7. Key Recommendations on Best Practice and Issues to be Considered

1. RDAs are uniquely able to influence SET skills development to increase productivity and
competitiveness at a regional level, and hence promote economic success and prosperity. Productivity will be
improved by a regional and sectoral approach. At regional level there are diVerent sub-regional economies
e.g. the M4 corridor and the Thames Gateway. These are more manageable than at a national level, while
there is a suYcient critical mass to be eVective, as shown by the progress SEEDA has made already.

2. The development of the knowledge economy requires many partners to work together. A holistic and
inclusive approach describes much of RDA best practice, for example the Hastings and Bexhill task force,
and the Chatham Maritime redevelopment (both include HEI campus initiatives), where SEEDA coordinates
many diVerent agendas to the benefit of all.

3. RDAs have demonstrated particular success in stimulating knowledge transfer, business development
and wealth creation, by supporting the development of innovative ideas and entrepreneurship, helping to
bridge the gap from basic research to product development. SEEDA has led the way with a new model of
incubation with advice and guidance from the Sector Groups. The greater role in coordinating and advising
on third leg funding in the White Paper on HE is welcomed as a recognition of this success.

4. RDAs could have greater influence and eVect if involved earlier in the policy development for example
in the development of the FRESA with DWP, DTI and DfES. RDAs should be invited into all policy
discussions involving delivery on the ground in their region.

5. SEEDA fully recognises the need to be fully accountable including working to yearly targets. Support
for innovation, science and technology, and entrepreneurship can require a much longer view than one year,
a longer view will add value to outcomes.

6. The environment is correctly becoming an important focus of Government policy and SET has a
fundamental role to play in accelerating developments. RDAs are well placed to catalyse and coordinate
regional and inter-regional SET initiatives to meet environmental challenges, such as developing a low carbon
economy.

7. RDAs support, encourage and enable the marketing and communication of research within the region
across the private and public sector which increases the level of research activity in the region.

February 2003

APPENDIX 1

CLUSTERS IN THE SEEDA REGION

Brighton Bucking- East Isle of Kent & Milton Thames West
& Hove hamshire Sussex Hampshire Wight Medway Keynes Oxfordshire Surrey Valley Sussex

Advanced Engineering X X X X X X X X
Aerospace X X
Bio-technology X X X X X X X
Building and Construction X X X
Composites and Materials X X
Defence X
Environmental Technologies X X
ICT X X X X
Logistics X X X
Marine Technologies X X X
Medical equipment X X X X
Motorsports and Automotive X X X X X
Pharmaceuticals X X X X X
Research and Development X X
Telecommunications X X
Tourism and Hospitality X X X X X X X X X
Care Services X X X
Creative Industries X X X X
Financial Services X X X X X
Health Services X
New Media X X X X
Publishing X X X
RuralIndustriesandTourism X X X X X X
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APPENDIX 2

ENTERPRISE HUB DATA

HUB Managing Associated Clustering Space
Organisation Universities

EAST MALLING Horticulture Imperial College Horticulture, 6,000 sq.ft
Research at Wye, the Food processing, containing 13
International Universities of Environment, oYces and eight

Kent, Reading Biotechnology, laboratories
and Greenwich Pharmaceuticals

ISLE OF WIGHT Isle of Wight University of Composites St. Cross
Economic Portsmouth, (large structures), Innovation
Partnership Southampton electronics Centre—20,000

University, sq.ft
Cambridge Planned:
University. Additional
Developing 20,000 sq. ft
university links planned by 2005.
throughout
Europe.

NEWBURY Greenham Reading, Oxford ITC, advanced Enterprise Centre
Common Trust and engineering 30,000 sq

Southampton (robotics), and ft.Venture West
Universities,Henley telecommunications. 16,000 sq ft
Business School, Planned:
Newbury Potential 35,000
College. sq ft of

Enterprise Centre
space.
“Hatchery”—
hire a
workstation
facility

NORTH Oxford Oxford Optoelectronics, Begbroke—4,800
OXFORDSHIRE Innovation Ltd. University Advanced sq ft Cherwell—

materials, 34,000 sq ft
Automotive and Colin Sanders—
Aerospace, 16,000 sq ft
Multimedia Bicester—12,000
Technology and sq ft
Production, Planned: 20,000
Nanotechnology. sq ft at Begbroke

(2003/04)

READING The University of University of Environmental 11,200 sq ft
Reading Reading Technologies,

ICT, Materials
Science, Life
Sciences

SITTINGBOURNE Ashtenne Universities of Biotechnology, Innovation
Sittingbourne Kent, Greenwich, Pharmaceuticals, Centre: 76,000 sq
Ltd Imperial College, Life Sciences, ft

Wye. ICT. Planned: 68,000
sq ft on site.
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HUB Managing Associated Clustering Space
Organisation Universities

SOLENT Oxford University of ICT, Marine, Portsmouth
Innovation Ltd. Portsmouth Defence. Technopole 3200

sq m
Broadmarsh,
Havant 820 sq.m.
Qinetiq Science
Park—Marine
Technology
centre 500 sq m

SOUTHAMPTON Chilworth Southampton Photonics, Chilworth
Science Park Ltd University, Electronics, Business
(owned by Portsmouth Telecommunications, Incubator—
Southampton University, Computing, 9,000 sq ft.
University) Southampton Media and Planned: Further

Institute, New Creative 9,000 sq ft at
College, Industries, Chilworth.
SouthamptonKing Marine Drivers Wharf;
Alfred’s College, Technologies Marine Science
Winchester. Park

Southampton;
Andover.

SURREY Surrey Enterprise University of Digital Surrey Research
Hub Ltd Surrey, Royal Technology, Park, Guildford

Holloway, Food and 75,000 sq ft
University of Biotechnology, Planned: 5,000 sq
London, Surrey Information ft Royal
Institute of Art & Technologies, Holloway,
Design. Media and University of

Creative London, 11,000
Industries. sq.ft Leatherhead

Food Research
Association.
Hatchery Surrey
Research Park.

Enterprise Hubs Under Development:

— Brighton and Hove—new media, financial services, medical devices, biotechnology, travel, retail,
leisure.

— Milton Keynes—software development, instrument development and manufacture, biotechnology
and bio-informatics, automotive, aerospace.

— Crawley—advanced engineering, electronics, pharmaceuticals, medical equipment, healthcare.

— Eastbourne—sport science and development, health, recreation and leisure technologies, ICT,
advanced engineering.

APPENDIX 3

Members of the SEEDA Board with a Science and Technology Background

Robert Douglas

Rob Douglas is a Business Consultant specialising in strategy and senior executive development. In 2000
he was appointed by the Secretary of State as Chair of the Surrey Learning and Skills Council. Until the end
of 1999, he worked for the Royal Dutch/Shell Group where he held a number of senior finance and general
management positions including Chief Executive of two major European subsidiaries (Belgium and Italy).
His final post was Vice-President, Mergers and Acquisitions for the Global Exploration and Production
Business based in The Hague. Before joining Shell in 1980, Mr Douglas worked for the Inland Revenue. He
was an external adviser to the 1999 UNDP Human Development Report and is a Member of the Board of
the Surrey Economic Partnership and a Governor of Cleves School in Oatlands. Mr Douglas is not involved
in any political activities.
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Terry Mills

Terry is a graduate mechanical engineer with a background in automotive engineering, food production
and commercial services and is now a freelance Human Resources Consultant, specialising in the fresh food
industry. He was HR Director of Dairy Crest until 2002, having spent the last 18 years responsible for senior
management development within Unigate PLC (now Uniq) and Dairy Crest. Terry has taught People and
Organisational Development for 10 years with the International Management Development Consortium in
Switzerland and Edinburgh and he is on the editorial board of the Career Development International Journal
and is a founder member of the Organisation Development Innovation Network (ODIN). Terry has been a
Conservative member of Bracknell Forest Borough Council since 1983 and represents the Binfield ward; he
is currently the Executive Member for Public and Environmental Services and Parish Liaison. He is also a
member of Binfield Parish Council. He was a Berkshire County Councillor from 1985 to 1998 and was Leader
of the Conservative group. He is a member of the Combined Fire Authority for Berkshire and Chair of
Governors of Harmans Water Primary School. He currently sits on ACTVaR—the Thames Valley Waste
Forum. Terry holds no other Ministerial Appointments.

John Peel

John, who lives in Edenbridge Kent, has been Managing Director of Varian Medical Systems UK in
Crawley for the past 17 years, which produces radiotherapy simulators, couches for linear accelerators and
high dose rate afterloaders, 95 per cent of production is exported to 65 countries. John became Chair of the
Board of Directors of Sussex Enterprise in October 1999, having been Director since November 1995 and
Deputy Chair since 1998. He is a Director of the British Chambers of Commerce and a member of both the
Council of the University of Sussex and Crawley College Corporation. He is a Deputy President of the
Engineering Employers Federation and President of EEF South. In 1999 John was appointed to the SEEDA
Advisory Council and in 2001 a member of the Business Support Panel. He is the Business Champion of
Crawley’s Enterprise Hub and a Director of the West Sussex Economic Partnership. John holds no other
Ministerial Appointments and is not involved in any political activities.

Dr Peter Read CBE, FRCP

Dr Peter Read is the Former Chairman of Hoechst Group of Companies in the UK, including
pharmaceuticals, chemicals and agriculture. Medically qualified, Peter has spent most of his professional and
business life in industry, initially in clinical research. He is a past President of the Association of the British
Pharmaceutical Industry, a past Chairman of the Centre for Medicines Research International and a former
member of the council of The Chemical Industries Association. Peter’s current appointments include, Non
Executive Director of Celltech Group plc and the Vernalis Group plc. Peter is married with a married
daughter and son. His interests include music, opera, sports (various), reading, walking, home and garden (is
employed as under-gardener at home!). He is also active in local charities including the Lord‘s Taverners.
Peter has been awarded the CBE for services to the Pharmaceutical Industry and is a Fellow of the Royal
College of Physicians and the Faculty of Pharmaceutical Medicine.

APPENDIX 4

Membership of the South East England Science and Technology Council and the role of SESTAC

Chair

Professor Bill Wakeham Vice-Chancellor, University of Southampton.

Members:

Dr Norman Boyland, Board Member, Sussex Learning and Skills Council.
Dr Rob Douglas, Chair, Surrey LSC and SEEDA Board Member.
Professor Jon Cohen, Dean, Brighton and Sussex Medical School.
Professor Patrick Dowling CBE, FREng, FRS, Vice Chancellor, University of Surrey.
Dr Martin Earwicker FREng, Chief Executive, DSTL.
Dr Paul Lester, Chief Executive, Vosper-Thorneycroft.
Sir Colin Lucas FRHists, Vice Chancellor, University of Oxford.
Professor David Melville CBE, Vice Chancellor, University of Kent at Canterbury and HESE Board
Member.
Dr Peter Read, ex-Chairman, Hoechst UK and SEEDA Board Member.
Dr Gill Samuels CBE, Senior Director, Science Policy and Scientific AVairs, Pfizer Ltd.
Dr Mike Sanderson, Chief Executive EMTA (Sector Skills Council Representative).
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Dr Graham Spittle, Vice President, Business Integration Development and Director, IBM Hursley
Laboratory.
Dr Paul Stein, Managing Director, Roke ManorResearch Ltd.
Professor John V Wood FREng, Chief Executive, Rutherford Appleton Laboratory.

In attendance:

Anthony Dunnett, Chief Executive, SEEDA.
JeV Alexander, Director Business and International Development, SEEDA.
Dr John Parsonage, Director Learning and Skills, SEEDA.
Vicky Price, Chief Economic Advisor to Patricia Hewitt, DTI Observer.
Angela Alderman, GOSE.

Secretariat:

Professor Ed Metcalfe, Higher Education Project Manager, SEEDA.

South East Science and Technology Advisory Council

Aims

— To enhance the capability of the region’s Science and extensive R&D base to create the technology
businesses of the future.

— To develop technology transfer so that research and know how in academic institutions is easily
available to businesses to improve the competitiveness and productivity of the region, using all
available means such as Enterprise Hubs, sector and cluster development and technology
assistance services.

— To help Government Departments, especially DTI, to develop policy on DTI funding streams such
as SMART, Case, and Faraday Centres.

— To support SEEDA as the lead RDA for Science and Innovation to provide direct policy support
to ministers on regional policies for the development and application of the science base.

Objectives

4. The formation of the South East Science and Technology Advisory Council (SESTAC) will have the
following role:

— To develop, a Science and Technology Strategy for the regional economy which brings together
various aspects of the Regional Economic Strategy and the Framework for Regional Employment
and Skills Action.

— To act as an influential voice for key players from the public and private sectors in science and
technology, to maintain and expand the current science and technology base in the region.

— To act as a Strategic Advisory Group for the interaction of the RDA with the Higher Education
Funding Council for England, the Research Councils and the OYce for Science and Technology
(OST).

— To advise on, promote and support the creation of science and technology linkages:

(a) Internationally with research and teaching organisations and networks within SEEDA’s Global
Regions Programme and;

(b) Domestically with other regions to identify synergies and enhance the competitiveness of the
South East and other UK regions in priority sector areas.

— To build on the start made by HEFCE in developing an eVective and productive relationship
between industry/commerce and the science and technology base in support of the successful
regional economy.

— SESTAC will take account the DTI Foresight, the SEEDA Future-think groups and Sector Skills
Councils to attempt to develop a forward looking approach to the emerging technologies.

— SESTAC will also advise on, promote and support the establishment and development of eVective
technology transfer services between the regions Universities colleges and research establishments,
and business.
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APPENDIX 5

Action plans for sustainable development

SEEDA is working with relevant public bodies and the property industry to invest in research and
development by supporting the dissemination of best practice in the region, and is investing in a new
postgraduate course for the region (with an HE consortium led by Royal Holloway) on sustainable
development targeting the three core aspects of economic, social and environmental development. Associated
action plans for sustainable development include specific initiatives relating to sustainable construction,
biodiversity, environmental technologies, renewable energy, resource management, waste market
development, sustainable business, and water resource management.

Sustainable Construction

Most of the expansion in housing envisaged in the ODPM document “Sustainable communities: building
for the future” (February 2003) is in the South-East, including Ashford, Thames Gateway, and Milton
Keynes, in addition to Heathrow Terminal 5 and major regeneration projects such as Hastings and Bexhill.
A focus on the significant environmental impacts of buildings, both in construction and operation, has
generated important advances in sustainable construction—for example, in sourcing and use of sustainable
materials, improved construction methods, greater eYciency in energy and water use, the use of renewable
energy technology. Projects include:

— A South East version of the BRE “Sustainability Checklist for Developments” will form the basis
of a region-wide initiative, linked with education, including CPD, to raise standards of sustainable
construction. Supported by the Property and Construction Sector, as well as construction materials
and processes.

— A construction task force has been set up in Hastings to ensure these principles are applied to the
regeneration project.

— “Building for Nature”, with regional partners has focused on maximising and realising the potential
for maintaining and enhancing biodiversity in association with building development in the region,
and has already assisted a number of prospective developers.

Environmental Technologies

DTI’s Joint Environmental Markets Unit lists (at least) 530 environmental technology firms in the South
East, and several of Europe’s leading environmental research centres and consultancies are based in the
region. A range of initiatives, including a SEEDA Sector Group (including a renewable energy task group)
is already under way to support the further development of this sector across the region.

Renewable Energy

Both the EU and the UK Government have set targets for the proportion of electricity generated from
renewable sources by 2010 (EU-wide target: 20 per cent; UK target 10 per cent). and the recent Energy White
Paper includes even more demanding aspirations for 2020 and beyond. With SEEDA and regional partners,
the South East England Regional Assembly has prepared a strategy for energy eYciency and renewable
energy which proposes both regional and sub-regional capacity targets, to contribute towards those at
national level Renewable energy has been identified as the most significant growth sector within the UK
Environmental technology sector, with forecast growth rates of 15 per cent per annum to 2010. These
developments are providing an important stimulus to innovation, and new business opportunities for growth.

SEEDA is focusing its support on raising awareness of renewable energy and renewable energy
technologies, and promoting the development of the sector in the region. Current initiatives underway include
supporting:

— a demonstration wood-fuelled plant;

— research into electricity generation from low-head hydro;

— biomass market development initiatives (including DEFRA secondee); and

— appointment of a Carbon Trust Regional Manager, to co-ordinate the Low Carbon Innovation and
Energy EYciency Programmes to the region’s businesses.

Resource Management

SEEDA has lent support to a number of initiatives which promote or facilitate integrated resource
management including:
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— REWARD a national econometric modelling project focussing on the regions, and coordinated by
the Environment Agency will assist SEEDA’s strategic planning through facilitating assessments of
the environmental/sustainability implications of diVerent economic growth scenarios.

— SEEDA is supporting the region’s seven Sustainable Business Partnerships, which provide advice
and training, mainly on resource management, directly to SMEs to promote sustainable use of
resources, through demand management and resource eYciency.

— A two-year “Mass Balance” Study of the South East, including the first systematic assessment of
the “Ecological Footprint” of the South East.

— The Hampshire Natural Resource Initiative.

— Several DTI-sponsored Partners in Innovation projects.

— A study of remanufacturing in the South-East.

Waste Market Development

SEEDA has convened a high-level partners’ group to optimise SEEDA’s involvement in waste market
development. SEEDA intends to co-fund a local authority scheme to enable completion of a demonstration
“Eco-Resource Park”, which, on a single site, brings together a range of industrial/business activities using
separated wastes as their raw materials.

Sustainable Business

SEEDA’s promotion and support for sustainable business is directed mainly through the region’s seven
Sustainable Business Partnerships (SBPs), and through SEEDA’s Annual regional Sustainable Business
Awards. Part of the £70k funding (complemented by £40k from GOSE) for the SBPs in 2002–03 was
earmarked for the local development of “egeneration” a modular web-based “centre of excellence” (http://
www.egeneration.co.uk which provides sustainability (incl. environmental management and resource
eYciency) advice directly to businesses.

Water Resource Management

In partnership with the Environment Agency, SEEDA has established the South East Water Resources
Forum which brings together all key interests with the aim of achieving a shared view of water resources and
water resource management issues in the region. The first Annual Water Forum Conference generated a
valuable corpus of papers which will shortly be published, and overall, the initiative has set in train a valuable
regional dialogue. SEEDA is contributing funding to a “scoping study” being carried out by Royal Holloway
Institute of Environmental Research (RHIER), to identify the potential economic benefits to the region
which could derive from improvements in water resource management in river catchment areas.

Climate Change

SEEDA was a founding partner of the cross-sectoral South East Climate Change Partnership [SECCP],
which focuses on adaptation to climate change, and the need for land-use planning and business forward
planning strategies and tools, a research study on the impact of climate change on key sectors in the region.

Memorandum by the South West Regional Development Agency

1. Regional context

1.1 Key facts about the South West:

Population of 5 million people, growing due to in-migration, 50 per cent living in rural areas, 20 per cent
of retirement age. Total GDP of £58 billion (1999), growing economy, growth in jobs, one of the highest
employment rates in England. Much of the region suVers from the economic eVects of peripherality although
some areas experience the impacts of overheating. Diverse economy without over-reliance on one industry.
Low productivity compared to other UK regions.

1.2 Strategic overview of strengths, issues and priorities:

SWRDA regards SET as crucial to the creation of a sustainable regional economy able to compete in global
markets. It is inextricably linked with our work to improve productivity and promote innovation in the South
West. The Agency’s work considers both sides of the demand/supply equation, by working with business led
groups to consider how best to develop demand from and capacity within businesses to exploit science and
technology; while building more eVective mechanisms to support knowledge transfer and innovation.

A more detailed overview of strengths, issues and priorities appears as Annex 1.
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1.3 Importance of SET to RES:

The Regional Economic Strategy (RES) identifies three Economic Drivers which must be applied to
achieve the vision of having an economy which provides a high quality of life and sustainable prosperity for
everyone:

— Innovation and enterprise.

— Environment.

— Skills and learning.

Development and exploitation of SET is critical to all three.

1.4 Main RDA partners for SET:

— Government.

— Higher education institutions (HEIs).

— HERDA-SW (Higher Education Regional Development Association for the SW).

— Public Sector Research Establishments (PSREs).

— Private sector R&D performers.

— Businesses.

— GO-SW.

— EU.

2. How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

2.1 Employment/employment opportunities

Inward investment—SWRDA works to target and achieve inward investment in priority sectors, including
advanced engineering and aerospace, ICT, and biotechnology.

Sector and cluster development—The development, promotion and funding of business-led strategies for
key sectors underpins the RDA’s approach to business support for SET companies. It has established a
structure of industry-led sector working groups serviced by dedicated Sector Coordinators funded by the
RDA. Total expenditure in supporting priority sectors with an SET base will amount to £4.25 million next
year including investment of £2 million to provide highly equipped, relocatable, modular buildings to form
new biotechnology incubation facilities (including wet laboratory space) of 1,200 square metres, which will
eventually be incorporated into a 5,000 sq m Bioincubator as part of the Bristol Science Park. This recognises
that the Bristol/Bath area has outstanding academic centres of excellence in biotechnology. Although the
development of companies from them is slower and less extensive than elsewhere, there is current unmet
demand for bioincubation space. This will generate 18 new businesses by 2007 and £30 million private sector
investment as part of £3 million of SWRDA funding to support the growth of biotech businesses in South
West, building upon the DTI Harnessing Genomics programme.

Supply chain development—The RDA promotes and supports supply chain development to achieve
improvements in products, processes and supplier/customer relationships. This is focused on priority sectors
and benefits from the structure of sector working groups outlined above.

2.2 Regeneration and infrastructure

Business Incubation—By May 2003, current work to map the South West knowledge base will be complete
and the work will be used to identify sites for incubator development , where these will have most impact in
exploiting the science base. It will build on regional initiatives to develop and spread the adoption of best
practice in incubation.

Tamar Science Park—First two phases of the Tamar Science Park are fully operational with 73,000 sq ft
providing accommodation for 356 full-time employees in new, quality, sustainable jobs; a high percentage of
the workforce are graduates. SWRDA investment in buildings and infrastructure has been £2.4 million to
date in grants and loans, plus an additional £4.1 million in loans to construct six new individual grow-on units,
which will provide 300 new jobs as the existing tenant organisations expand.

The adjacent Peninsula Medical School will provide teaching and administrative accommodation as well
as the School’s main research and development laboratories which are being specifically developed as a
Biomedical Exploitation Facility, a distinct and defined commercial spin-out route for the research output
of the PMS. The resulting embryonic businesses will then be incubated by the Tamar Science Park and this
will considerably strengthen the medical influence on the Science Park. The RDA will contribute £2.9 million
to this essential project for the region.
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2.3 Wealth creation

Knowledge Exploitation South West (KESW) is a major SWRDA/HEI initiative, working through
HERDA-SW, to improve competitiveness through better exploitation of the HE knowledge base in the South
West. SWRDA is investing £3.7million over 3 years to build on Higher Education Innovation Fund and
Science Enterprise Challenge funding to create a more uniform platform of support for business. KESW will
produce 700 learning opportunities through entrepreneurship training for HEI staV and students and lead to
the creation of 70 new businesses. Its aims are supported by the “K4B” website which allows business to
search and access the help available from HE, theme by theme.

The new “Inspire South West” (ISW) programme will use EU ERDF Innovation Action’s funding to
create greater demand for innovation among regional enterprises. £4 million will fund four regional
technology panels focused on key sectors to encourage greater take up of “foresight” information; initiatives
to encourage support for and interest in science and technological innovation among communities and young
people; and measures to build understanding of innovation into mainstream business support programmes so
that client companies are encouraged to be more innovative and participate in business networks to promote
company to company learning. ISW aims to create sustained changes in business behaviour so that companies
become more future-orientated and more responsive to change.

The South West Regional Venture Capital Fund, co-ordinated by the RDA, recently achieved first closing
at £25 million, comprising DTI, European Investment Fund and private sector finance. It constitutes a
cornerstone of the RDA’s Finance for Business strategy and is aimed at the “equity gap” (investments
between £50,000 – £500,000) faced by SMEs.

South West Manufacturing Advisory Service is supporting the region’s companies in using lean production
techniques to improve their productivity. But it is clear that this will only take them so far and SWRDA is
developing a further initiative to move companies beyond the limits of the “productivity frontier” to look at
product design, meeting customers’ needs and responding to change. Initial SWRDA investment of £1.05
million in SWMAS (matching DTI funding and further supported by Business Links) will be complemented
by a further £1 million to take the work forward.

2.4 Skills and learning

Skills and learning issues are at the heart of SET development and exploitation and are being taken forward
through initiatives such as:

Select Committee on Skills Needs in Advanced Engineering established by the RDA under the
chairmanship of JeV Jupp, then Director Technical, Airbus UK and supported by Bath University to
undertake an independent inquiry into skills issues in this sector in the South West. Recommendations
covered strategic issues; rationalisation and co-ordination; and improved communications, and work is now
proceeding to implement them. The Select Committee considered that the RDA had a key role to play in co-
ordinating regional, sub-regional and local initiatives to reduce customer confusion and reducing the barriers
to take-up of the assistance on oVer.

Graduate Retention—SWRDA recognises the importance of retaining the talent of graduates in order to
support the competitiveness of companies within the region and has funded a major study to inform regional
eVorts to retain and recruit graduates for the benefits of the South West economy. A range of projects will
follow to promote work experience, raise the profile of local employment opportunities, improve the
information base and improve understanding of local employer demand. SWRDA is already funding a web
site (Gradsouthwest.com) in association with HERDA–SW, to provide information for graduates about life
and work in the South West and has a vacancy service to put graduates directly in touch with employers in
the region.

Marine South West is the overall title of the SWRDA’s support to the marine industry as a priority sector.
Directed by a Task Force comprising industry leaders and other partners, the main thrust of the work in its
first year has been the provision of a £300,000 skills training package for SMEs; over 600 companies were
advised on their training needs and over 450 people received training up to post-graduate level. Phase 2 of
the scheme has just been launched to build on these achievements.

2.5 Sustainability

All RDA projects are assessed against sustainability criteria. Likewise, all RDA-provided workspace oVers
broadband connections and uses best practice in sustainable construction technologies. The Tolvaden
development in Cornwall provides business units to a very high environmental standard including use of geo-
thermal energy. This was made possible by public sector intervention to cover the higher initial capital outlay
compared with conventional but less sustainable systems.
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SWRDA is taking forward a series of actions to support the promotion and facilitation of renewable energy
in the South West, beginning with the creation of RegenSW, the South West renewable energy oYce, whose
task will be to achieve 10–15 per cent energy generation from renewable sources in the South West by 2010.
The initiative will include SWRDA support for a series of renewable energy demonstration projects.

2.6 Case Studies

The four case studies described below illustrates the impact being achieved by the types of RDA investment
in SET described above. initiatives

2.6.1 Tetricus Ltd is a bio-technology focused incubator facility based at the Porton Down Science Park.
During development, it received significant RDA funding which levered in other funding on an almost one
to three basis. It is a partnership between three organisations, including Defence Science and Technology
Laboratories—providing much of the intellectual capital base underpinning Tetricus and its client businesses.

The opportunities available for commercial exploitation include a state of the art analytical chemistry
facility, world-class microbiology facilities, cGMP compliant large-scale fermentation and downstream
processing. In addition, product finishing and packaging are available from the Centre for Applied
Microbiological Research (CAMR), adjacent to the science park.

Client businesses can take advantage of a fully customised mentoring service and help and advice is readily
available on intellectual property, business planning, finance and the other issues a fledgling biotechnology
enterprise is likely to encounter.

2.6.2 Westland Helicopters is one of the world’s leading helicopter manufacturers. More than 80 per cent
of the value of a helicopter is created by Westland’s supply base. A number of suppliers had been identified
as potentially world class but there were critical delivery performance failures (quality, cost, delivery) despite
best eVorts by all parties.

SWRDA’s Supply Solutions Team worked with both Westland’s purchasing and supplier development
teams and with suppliers, adapting best practice processes to review needs and develop and agree action plans.
Outcomes included:

— Commonly agreed measures eliminating wasted eVort in establishing figures.

— Improvements in data exchange systems with both customer and supplier able to view each other’s
management systems.

— Forward demand information more readily available from Westland Helicopters to the supplier.

— The supplier now has a representative on site in Westland Helicopters to assist with design for
manufacture, sourcing decisions and technical problem solving.

— Delivery performance improved from 30 per cent on time to 89 per cent in six months and
improving.

— The concurrent working arrangement has reduced average lead-times by six weeks.

— Quality—a joint programme of activity is in place to eliminate non-conformance and progress
towards direct line delivery with no inward inspection.

Regular performance reviews now include continuous improvement plans.

2.6.3 Horstmann Controls

Horstmann (£12 million turnover, 185 employees) had an established batch assembly cell using mostly
manual processes employing 20 people producing intelligent metering equipment. Work in Progress (WIP)
levels were considered excessive with resulting impact on lead time and quality.

SW Manufacturing Advisory Service measured and improved productivity and workflow in the cell by
removing non value-adding activities, reducing WIP and rebalancing tasks. A core team of five operators and
process engineers participated in:

— Training in Lean principles.

— Identifying Non-Value adding activities.

— Process flow control and customer demand rate.

— Value Stream Mapping and critical analysis to identify opportunities to reduce waste.

— Line balancing and bottleneck management techniques.

— Key learning and action points and presentation of methods and results to management.

Provisional Results

— Work in progress reduction of 3,200 units saving £160,000.
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— Lead time through the process reduced from two and a half weeks to 'two days

— Reduction in operators required from 20 to 17 (three less).

— Faster response to quality defects ('one day to detect so less product impacted)

Customer Feedback

“It wasn’t until we expressed the WIP in value (£200k) and lead time (two and a half weeks) that we realised
we weren’t as slick as we thought. SWMAS helped us to balance out the diVerences in speed between
consecutive assembly operations and we also put in WIP limitation controls to force the work to keep flowing
instead of waiting in queues for 99 per cent of the eVective lead time. Our responsiveness to customer demand
has greatly increased at the same time as reducing inventory cost by three quarters.” Quote from Stewart
Angell, Director

2.6.4 Tripos Receptor Research (TRR)

US owned Tripos Receptor Research Ltd develops drug compounds for the life sciences industry, including
pharmaceutical, biotech and agrochemical companies. In 1999, with the aid of an RSA (Regional Selective
Assistance) grant of £245,000, the company completed a multi-million pound state-of-the-art
pharmaceutical /chemical research and production facility in North Cornwall. In 2000 TRR were awarded
the Queen’s Award for Enterprise for their International Trade achievements.

In 2001, the Company signed a three-year, multi-million-dollar agreement with Pfizer to develop and
deploy Lithium, a new software platform designed to enhance the speed and eYciency of drug discovery.

This led to a requirement for significant additional growth with a requirement for 100 new scientific staV

as well as support staV. The US parent considered moving the business to an existing pharmaceutical plant
in Berlin or a site in Scandinavia. Support from the RDA, central and local government and the Universities
of Bristol, Exeter and Plymouth help to secure the additional investment for the South West, against
international competition through providing a public/private partnership to purchase land, grant aid and
energetic lobbying.

In April 2002 an oVer was put to Tripos Inc of grant funding amounting to £3.7 million, comprising £2.4
million RSA together with £1.3 million of assistance from the RDA. All partners and TRR are collaborating
to ensure successful completion of the project.

3. How do advances in SET and national SET policies and initiatives influence and inform RDA strategies?

3.1 EVective delivery of RDA policies and strategies depends on eVective partnership arrangements with
organisations within and beyond the South West. There have been significant developments in this area over
the past few years. National policy documents such as those listed in Annex 3 provide the framework for RDA
activity and through relationships with a wide range of regional and sub-regional organisations, SWRDA
seeks to influence policies and activities to create a joined up approach.

3.2 Close working with our industry partners enables SWRDA to identify technological changes which
will impact on companies in the Region and work with them to consider how the region can respond to the
challenges and opportunities which will arise.

Details of how SWRDA has responded to national policy document is given in Annex 2.

4. Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU Funds) in implementing policies?

4.1 In all of its policy development and implementation the RDA seeks maximum leverage on
opportunities available in the region and elsewhere. It does this in part by participating in relevant networks,
by maintaining close links with other RDAs/Government, and by harnessing the intelligence which its Heads
of Operation in each sub-region, its partners and its European OYce gather. This is however a resource-
intensive activity and there is a need to target the more promising opportunities whilst working towards
continuous improvement in this area.

Collaboration with other service providers is key to developing a comprehensive network of initiatives
which will enable policies around SET to be achieved. By linking RDA activities to local, regional and
national facilities, greater synergy can be achieved. The eVectiveness of RDA policies relies upon their ability
to influence the policies and initiatives undertaken by others in the Region. The South West Regional
Network for Innovation Excellence will hold its first meeting in April as a means of achieving this.

Specific examples of opportunities which have been exploited are listed in Annex 3.
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5. How do RDAs reach decisions on financial support for SET? How should success be judged?

5.1 All RDAs have agreed Tier 2 and Tier 3 targets with DTI. However, they have considerable flexibility
in how they use their budgets to achieve this. The framework which will determine how this is done is set out
in the Corporate Plan. SWRDA’s Corporate Plan describes how SET will be used to achieve its targets.

All applications for RDA support, including those for SET have to demonstrate how they contribute to
the achievement of this targetry framework, but we recognise that we will need to achieve a wide of
intermediate outputs en route to the longer term outcomes. Ensuring that outputs are appropriate and
achievable is undertaken through a full and rigorous appraisal process which draws on inputs from expert/
specialist sources of advice as necessary.

One of the chief purposes of the RDA’s sector groups is to advise on industry’s needs in the Region. Sub-
regional partnerships have a wide range of experience and expertise which can be drawn on, and this is
complemented by that of staV in the RDA and allied agencies – eg SWMAS, SW-HERDA. SWRDA’s Chief
Executive has a background of experience working in manufacturing industry and seven RDA Board
members have a strong SET background, detailed in Annex 4.

5.2 Ultimately, success will be judged against the DTI targets set for RDAs. However, there are a series
of intermediate outputs which will have to be achieved within the Region as a means of working towards the
high level targets set by DTI. Much of this work is aimed at improving the capacity of those agencies which
comprise the region’s knowledge base to disseminate and commercialise that knowledge; and improving the
capacity of regional enterprise to take up and use that knowledge to improve productivity and
competitiveness.

6. What lessons may be learned from the RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

— Regional agencies can play a key role in co-ordinating national, regional and local programmes of
support to provide a more rational, simplified package of services to end users.

— There is a clear need to act upon both “demand and supply” elements and work to achieve a good
match between the outputs from the knowledge base and industry requirements. This work is being
developed at a strategic level through knowledge base mapping and regional science/technology
panel initiatives.

— Demand side initiatives are important at delivery level to enhance take-up of innovation services by
encouraging company awareness of the importance of innovation to competitiveness and building
capacity to work with outside expertise to access support.

— There is significant value in taking a sectoral approach to focusing resources where they can have
greatest impact.

— It is clear that well targeted, well thought through initiatives can make a real diVerence to the
productivity and competitiveness of businesses as is already evident from the work of the South
West Manufacturing Advisory Service,

— Conversely, there is a risk that as the desire to promote SET for economic benefit increases this can
lead to a proliferation of services with risk of duplication and customer confusion and the need to
develop well integrated packages of support that do not confuse the customer. There is some
concern that the development of “third stream” activity by HEIs has led to business support
projects, which, to companies, appear similar to the services oVered by Business Links.

7. Summary of key recommendations on best practice and issues to be considered

— The need to develop mechanisms to spread best practice, encourage collaboration and build better
integrated packages of support for developing and exploiting SET within and beyond the Region.

— Such mechanisms are important in the development of regional capacity to develop and deliver
policies which maximise the potential of SET and build a broader understanding of how to intervene
to use SET to improve regional competitiveness.

— To achieve sustainable changes in behaviour of companies to make better use of SET to improve
business competitiveness and sustainable pachages of support for developing the science base of the
region will require a long term, consistent approach.

— RDAs need to be involved as early as possible in the development of policy initiatives to avoid the
risk of initiatives being developed in parallel and adding to customer confusion.

— This highlights the value of taking a regional approach to designing/delivering initiatives which can
take full account of how issues impact at regional level. SW Select Committee on Advanced
Engineering Skills, reporting in 2002, found little evidence that the skills issues facing South West
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industry were diVerent to those in the rest of the country – however, it concluded that the nature of
the impact was diVerent because of the characteristics of the region including diVerences in the size
and geographical distribution of companies and demographic distribution.

8. Further information available

Further information on the South West Regional Economic Strategy, SWRDA Corporate Plan, South
West FRESA the Regional Innovation Strategy and other documents are available on the South West RDA
web site at www.southwestrda.org.uk.

February 2003

Annex 1

Strategic overview of strengths, issues and priorities relating to SET in the South West RDA

Strengths:

— Total R&D expenditure of £1,334million in 2000.

— Strong R&D expenditure by businesses in the region, particularly in aerospace and defence where
the South West has all of the top five UK R&D companies (BAE Systems, Rolls-Royce, Smiths,
Cobham, Meggitt); as well as Electronics and Electrical, IT Hardware, Media and Photography,
Software and IT Services. Other notable private sector research performers include Hewlett
Packard, Siemens and Renishaw.

— Higher education research expenditure is the lowest of the English region. The South West
universities do have 74 five star rated departments. Bristol and Bath consistently rated among top
10 UK universities – Bristol is a broad-based research university, a member of the Russell group,
with strengths in natural sciences, medical sciences, engineering and computer sciences. Bath is
focused on science and technology with strengths in engineering, pharmacy and biological sciences.
Exeter’s strengths are in humanities and social sciences as well as physics, clinical medicine and
mining engineering. Industrially relevant strengths in other universities include information storage
technology (Plymouth), computer animation (Bournemouth) and aerospace manufacturing
(UWE).

— Presence of key private research centres in Campden and Chorleywood Food Research Association
and the Water Research Centre. Government R&D expenditure is also above the UK average with
particular strengths in defence and health through DSTL and CAMR at Porton Down; and activity
related to defence evaluation and procurement.

Issues:

— Low levels of productivity: One of the lowest levels of GVA (Gross Value Added) per hour worked
in the UK and GVA per job in manufacturing industry below the UK average.

— Low levels of exporting.

— Peripherality – distance from urban centres which provide markets for goods and services, labour
and agglomeration eVects.

— Graduate retention: The Region is a net exporter of graduate labour.

— Underuse of skills – recent survey show many graduates working in jobs which do not make full use
of their qualifications.

— Low levels of innovation in the region as measured by patents applied for/granted.

— Low levels of interaction between SMEs and HE.

Priorities:

Strategic Objective 1 of the (RES) is to raise business productivity.

The series of actions and priorities for developing and exploiting the regional science base in order to
achieve this include:

— supporting development of key sectors— — attracting and retaining domestic and foreign
advanced engineering (incl. aerospace), investment;
marine, food and drink, biotechnology and — promoting regional and local supply
environmental technologies; chains;
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— supporting business growth through access to — improving skills and learning in the
finance; workplace;

— delivering a coherent skills development — developing incubators and science parks to
framework focused on the needs of industry; support the exploitation of regional research;

— undertaking key initiatives to encourage — increasing the rate of technology transfer
innovation in the Region’s businesses; between Further and Higher Education,

PSREs and businesses; and
— improving the coverage and usage of — improving the way that the South West is

broadband communications technologies; perceived by investors, businesses, potential
workers and visitors.

Regional Innovation Strategy, published in Spring 2002, represented the culmination of a widespread,
detailed consideration of the role of innovation in the creation of a sustainable, knowledge based economy
in the South West, led by the RDA and closely involving the major regional public sector agencies; higher
education institutions; business service providers; and businesses.

Describes shared vision of the need to unlock the potential of individuals and companies to innovate by:

— Creating a culture that encourages innovation throughout the economy.

— Strengthening the skills and capabilities of businesses to operate in an innovative manner.

— Developing greater understanding of future changes and potential for innovation.

South West FRESA

The SW FRESA is working to a clear definition of what constitutes a healthy labour market. It is one that
adapts to change to ensure the most eVective balance between the jobs and skills of people available for work.
It focuses on five key characteristics of the South West and assesses the implications that each characteristic
has for the development of employment, skills and training policies and programmes. It identifies a series of
priority actions to be taken forward in a co-ordinated plan of work.

Manufacturing Strategy

This draws together all the strands of regional policy that provide support for manufacturing and builds
a matrix by marrying our sectoral approach to a cross cutting manufacturing theme. This will provide a
benchmark of our activity and will enable us to work with national and regional partners to ensure that our
intervention has impact and is eVective.

Annex 2

How do advances in SET and national SET policies and initiatives influence and inform RDA strategies?

Specific responses to national SET policies and initiatives are shown below:

(a) July 2002—Investing In Innovation 2002—A Strategy for Science, Engineering and Technology.

The need for a regional strategy for science is now incorporated into the RES. This will follow from
research currently underway to map the knowledge base of the Region and to assess how well this matches
the research needs of regional industries, particularly in those sectors identified as economically significant
for the South West. The knowledge base mapping will be used to support the establishment of an industry
led science/technology council for the South West which will steer the development of a regional science
strategy and supporting initiatives which relate to the national policies and initiatives described in Investing
in Innovation.

SWRDA is already investing in supporting the exploitation of knowledge potential of its HEIs and is using
this experience to build its capacity to play a greater role in future HEIF funding.



science and technology committee (sub-committee ii) 121

18 March 2003] [Continued

(b) DTI/OST (2002), New Dimensions in Manufacturing: A UK Strategy for Nanotechnology

Along with the other English RDAs, SWRDA has agreed to consider how to take this forward.

(c) DTI (May 2002), The Government’s Manufacturing Strategy

The South West has responded to the strategic challenges set out in this document and has initiated
strategies and initiatives designed to support the region’s companies in remaining globally competitive,
becoming more productive and embracing the opportunities presented by the thrust towards a more
knowledge-based manufacturing sector.

(d) Roberts’ review of science skills—SET for success: The supply of people with science, technology,
engineering and mathematics skills

South West RDA is addressing this issue through sectoral skills actions plans aimed at matching the
demand and supply for skills in key regional SET sectors, projects to improve the attraction and retention of
graduates to the region, building the image of the region as key centre of the knowledge economy and
supporting the regional development of “Young Foresight” and promoting excellence in science teaching.

(e) Science and Innovation White paper of 2000, Excellence and Opportunity: A science and innovation
policy for the 21st century

This has provided a significant part of the framework for the development of the Regional Economic
Strategy and the SWRDA Corporate Plan.

(f) The Lisbon agenda: Enhancing R&D and innovation across the European Union

South West RDA is working to ensure the Region makes the best use of EU funding to support SET and
innovation in the Region, not only through Structural Funds in Objective areas but through programmes
such as Innovative Actions, INTERREG and Framework Programme 6 to support the UK Government
commitment to the strategy adopted at Lisbon European Council in March 2000, which aims to enhance
Europe’s capacity in this area as a means to becoming “the most competitive and dynamic knowledge-based
economy in the world by 2010”.

(g) Baker Report—Creating knowledge, creating wealth: realising the economic potential of SWRDA is
currently working with the NHS in the Region to jointly consider how to exploit NHS IP to maximise the
regional economic development benefits as well as achieving healthcare improvements. Alongside other
RDAs we are looking forward to the outcome of joint discussions which are beginning with the Research
Councils and National Measurement Laboratories which will lead to regional initiatives to promote more
eVective exploitation of publicly funded research, including that commissioned by Government departments.

Annex 3

How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

Specific examples of opportunities which have been exploited include:

— Regional Innovation Fund and Innovative Clusters Fund—Building on the success of the Polymer
Centre of the South West and in collaboration with Bristol University, a new not-for-profit
organisation—Exeter Advanced Technologies (X-AT) – was created to aid companies in three
distinct sectors—Product Development, Materials Characterisation and Electronics (including
EMC). Other specialisms include control and systems engineering, water systems and geotechnical
engineering. Based within the School of Engineering and Computer Science at the University of
Exeter, X-AT has a highly skilled workforce using the latest technologies and provides a link
between academia and industry, oVering access to the wealth of expertise within the University. The
RDA invested around £300,000 in this two year project.

— Complementing HEIF/SEC Funding through KESW—Enhancing knowledge transfer mechanisms
by building greater collaboration between HEIs and enhancing their capacity.

— DTI Harnessing Genomics—RDA is supporting a bid to continue the promotion of this emerging
sector which has the potential to make a considerable contribution to SW Economy.
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— Joint work with NHS to submit PSRE Challenge Fund bid in 2003—This will provide for
complementary activity to ensure that the exploitation of NHS Intellectual Property delivers
benefits to the regional economy as well as healthcare improvements.

— Structural Funds—Exploiting SET through Objective 1 and 2, eg Plymouth Marine Laboratories

— InnovativeActions—Significant EU Funding (2.5m Euro towards a 6!m Euro programme) secured
by a partnership led by the RDA to increase innovative behaviour among Region’s SMEs.

— South West Innovation Relay Centre—The RDA holds the contract for delivery of the EU South
West Innovation Relay Centre, aimed at facilitating technology transfer agreements between South
West companies and others elsewhere in Europe and match funds the EU contribution to this.
SWIRC forms a part of the world’s largest technology transfer network.

— Framework Programme 6—RDA is developing initiatives to improve take up of EU R&D Funding
by SMEs

Annex 4

RDA Chief Executive and Board Members with SET Backgrounds

GeoVrey Wilkinson (Chief Executive) Joined from the technologies to home security multi-national Laird
Group where he had been Managing Director since 1994. Held a number of senior city posts, specialising in
mergers and acquisitions, and has also worked for the former British Steel Corporation advising on
restructuring between the public and private sectors. Earlier in his career, GeoV worked for the Industrial
Reorganisation Corporation, a Government initiative to promote the restructuring of British Industry to
improve its international competitive position. He has a First-Class Honours Degree from LSE, an MA in
Economics from Stanford University and several publications to his name on a variety of economic issues.

Brian Kemp – Chair of the Gloucestershire Learning and Skills Council. An engineer with 30 years business
experience, he holds a variety of industrial appointments and is Chairman of Coupe Foundry, which
specialises in wind energy and automotive castings and consults internationally on manufacturing issues.

Michael Leece—Chief Executive of the National Marine Aquarium, Plymouth and consultant to other
aquaria and visitor attractions. Member of the South West Industrial Development Board and Council
Member of Marine Biological Association of the United Kingdom. Previously Managing Director and Chief
Executive of Devonport Management Ltd (DML).

Nick Buckland—spent 20 years working as a senior manager in the UK IT industry, mainly for US
companies including SGI (Silicon Graphics). Currently Partner in an IT headhunting organisation; Principal
Consultant for a management consultancy and sponsorship acquisition management. Runs a working farm
in Cornwall. Has BSc in Maths, member of the British Computer Society, Chartered Engineer and Chartered
Information Systems Practitioner.

Professor Eric Thomas—Vice-Chancellor of the University of Bristol. Studied medicine at Newcastle
University, taught and researched at SheYeld and Newcastle Universities, appointed Professor of Obstetrics
and Gynaecology at Southampton University in 1991. In the same year, became a Consultant Obstetrician
and Gynaecologist at Southampton University Hospitals Trust. Made Head of Southampton’s School of
Medicine in 1995 and Dean of Faculty of Medicine, Health and Biological Sciences in 1998. Former
Chairman of the Scientific Advisory Committee of the Royal College of Obstetricians and Gynaecologists.
Author of over 150 publications.

Colin Skellett—Executive Chairman of Wessex Water, the regional water services company.

Jonathon Porritt CBE—Co-Founder and Programme Director of Forum for the Future, a charity which
oVers solutions-oriented approach to environmental and social problems. Writer, broadcaster and
commentator on sustainable development, Chairman of the UK Sustainable Development Commission, Co-
Director of The Prince of Wales Business and Environment Programme, Vice-President of the Socialist
Environment Resources Association (SERA).

Harry Studholme —owner manager of the Perridge Estate. Studied Engineering at Cambridge University,
qualified Chartered Accountant and Chartered Tax Advisor. Worked as a Factory General Manager for
Bowater Industries and as Managing Director of Wood and Wood International Signs. Currently Chairman
of the Regional Advisory Committee on Forestry, Chairman of the Country Land and Business South West
Committee, and Chairman of Integer, a small London based Insurance Company. He is a member of the
England Forestry Forum, the DEFRA South West Rural AVairs Forum and the South West Chamber of
Rural Enterprise.
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Examination of Witnesses

Mr Michael Ward, Chief Executive, and Ms Sarika Patel, Innovation Manager, London Development
Agency (Lda); Mr James Brathwaite, Chairman, and Mr Anthony Dunnett, Chief Executive, South
East Development Agency (Seeda); Mr Nick Buckland, Board Member, and Ms Caroline Bull,
Director of Enterprise and Innovation, South West Regional Development Agency (Swrda); examined.

for the diVerent activities within the governmentChairman
departments which we sponsor; and, as of last

204. Good afternoon, ladies and gentlemen. First October, SEEDA, and myself as lead Chief
of all, thank you very much for coming today to help Executive, took over the role of science, previously
us with our important Inquiry. Thank you too for the taken forward by the North West RDA. So that is my
helpful written evidence that you have submitted. background. I sit on Lord Sainsbury’s Innovation
You have a note of Members’ interests and, to save Review Panel, and, as an individual, 24 years as a
time, we will not read these into the record here. It merchant banker, please do not hold that against me,
would be helpful if you could introduce yourselves, the last ten years in government. Professionally, I
describing briefly your role in the Development started oV with a degree in business studies, post-
Agencies that you represent. graduate research afterwards in economics.

(Mr Brathwaite) Thank you, my Lord Chairman. (Mr Ward) I am Chief Executive of the London
I will start oV. I am Jim Brathwaite, the Chairman of Development Agency. I have been in the post since
SEEDA. I have with me Anthony Dunnett, my Chief the year 2000. For 13 years before that, I ran a
Executive. Also I have Mike Ward, who is the Chief Research and Policy Centre in Manchester, based on
Executive of the LDA, the London Development regional economic development. Our Regional
Agency, and Sarika Patel who is standing in at short Development Agency is unlike the others in two
notice for the LDA Chairman, George Barlow who respects. First of all, it started about a year later; and,
greatly regrets that last-minute events have secondly, we work indirectly to ministers but directly
prevented him coming as planned. Also we have from to the Mayor of London, who appoints our
the South West RDA Nick Buckland and Caroline Chairman and our Board. Like the others, we lead on
Bull. So that is the team for the RDAs today. I will some national issues, we lead on the RDA
say a little bit about myself and then I will ask each relationship with the Department of Health, though
of the other members to introduce themselves. I am I think, so far, that has been more on health policy
a businessman in Sussex. I have got a degree in and Health Service development than on research
physiology and zoology, so I am very much a issues, and we lead on Home OYce and Work and
scientist. I have made my living in various forms of Pensions issues.
technology, from computing, and up to the present (Ms Patel) I am Sarika Patel. I am responsible for
day, to environmental technologies, so it is of great innovation and knowledge transfer at the London
interest to me, the work of the RDAs and how we Development Agency, which entails working with
relate to science and technology. Also, I am a businesses to be more innovative, but also to take
member of the Small Business Council, which advises into account the enormous knowledge base that
the Secretary of State at the Department of Trade London has, given its 40 HEIs, which is a challenge
and Industry on small business matters; a member of but equally a huge opportunity for London. I am
the DTI Investment Committee, which looks at the responsible also for life sciences as a sector, which is
business support which the Department is putting the complete manifestation of how the knowledge
into industry, and particularly looking at innovation base actually can contribute to a thriving industrial
and productivity; and I lead on science and sector that is world-leading.
technology for the RDAs with the DTI. So that is

Chairman: Thank you all, and welcome.what I do.
(Ms Bull) Caroline Bull. I am Director of

Enterprise and Innovation with the South West Lord OxburghRegional Development Agency. My key areas of
205. Could I ask Mr Ward when the LDA wasexpertise and work that I do with the Agency are

established?competitiveness, which includes innovation, skills,
(Mr Ward) In 2000.sector development and inward investment.

(Mr Buckland) I am Nick Buckland, a Board
member of the South West RDA. For the RDA, I

Chairmanchair the ICT Sector Group and the ICT Driver
Group; also I co-chair the Infrastructure Advisory 206. Thank you. My first question relates to
Group and the Business Development Group. My RDAs’ wealth creation and competitiveness agenda.
background is 25-plus years in the ICT world, SET knowledge to stimulate competitiveness and
starting with a degree in mathematics, and I am a wealth creation is a key factor, we accept that, in a
chartered engineer. One of my other business modern economy. What I would like to ask is where
concerns is, I am director of a veterinary clinical and how you think the RDAs are able to make a
pathology laboratory. diVerence, and how is what they achieve—or fail to

(Mr Dunnett) My name is Anthony Dunnett and I achieve—monitored?
am Chief Executive of SEEDA—an RDA with 200 (Ms Patel) The RDAs acknowledge that SET is
staV, over 10 per cent of whom have graduate critically important to various facets of the work that
research backgrounds, so we have quite a strong we do. It is important in the overall and more
background in the Agency. Within the RDA obvious role of innovation and knowledge transfer,

where it is self-evident, but it is important in terms ofnetwork, the RDAs, as you are aware, have lead roles
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the skills agenda, in terms of empowering the people best practice model, is something we have called
enterprise hubs. Now I am aware that we havethat we need to work in tomorrow’s businesses and

today’s businesses, but equally we are going to try to advised you of those in our submission to you, but
what was absolutely essential was for us to look atfocus the young minds that are so averse to looking at

SET as career options just now, in terms of creating a best practice across the globe, not just in Oxford or
Cambridge, but also we undertook research acrossworkforce for the future. In terms of stimulating

competitiveness and wealth creation, we think that North America, Connecticut and north and south
California, to identify what are the key elementsthe RDAs have to capitalise on SET as an enormous

base in which we can attract inward investment, which really enable successful technology transfer
and survival of companies. As you may be aware, thebusinesses who want to co-locate next to an

enormous knowledge base, and certainly we have failure rate for small businesses is 50 per cent over
three years, if not even worse than that. What wefound a lot of companies very interested in coming to

London, because they want to be located next to have been looking at in the model we have been
working on has proved elsewhere, with the elementsUCL or Imperial. But equally they are an important

aspect in the international trade value that they have, we have pulled together, to look towards an 80 per
cent success rate over four to five years. It is notin terms of value added businesses, in the global

competitiveness for the region, the UK and indeed about facilities, it is all about networks. It is not
necessarily just about having an appropriate piece ofthe world. In terms of making a diVerence, what we

have done is we have actually grasped the bull by its incubation kit, it is about actually establishing the
totality of the network to support innovation,horns and we have really proactive work agendas

that work around SET, skills, which you may be technology transfer, business support services and
private sector interface with public sector. I canaware of, is an important aspect and the regional

skills policy through FRESA deals with SET in terms describe more or provide full papers to the
Committee. This has had an exponential eVect in ourof skills empowerment for sectors. But most of the

areas also have innovation strategies, certainly we region of increasing the growth rate of new
companies and their being set up and interfacing withhave an innovation strategy in London, which is

about to be launched, it is going to our Board science. And it is not good enough to have just a one-
way flow. What is so essential is to have thetomorrow, and it has as its component a science

policy for London. The science policy for London, incubation facilities, or the networks, and facilitate a
cluster of networks to feed back into science in thewhich was part of our evidence which we gave in,

includes all these aspects that I mentioned, which is same way, and back into research locations, in both
public and private sectors, so it is not just one way, itskills, innovation, knowledge transfer, creating

businesses from the spin-oV, but equally using the is a two-way feeder on that. Again, we can give
specific examples, should that be required.knowledge base to empower and impact current

existing businesses to remain and be more (Ms Bull) Can I add just one or two things to that
competitive. An example of why we see SET as an from the South West? One of the opportunities we
important wealth creator manifests in the new have, as Regional Development Agencies, is to
nanotechnology agenda that there is; if you look at aggregate demand, so, if we can see where there is
nanotechnology just now, it is confined to a lot of the demand that is dispersed and we can bring it together
research base, but nanotechnology is technology for and make a business case that makes research then a
tomorrow, indeed for today. And whilst there is an viable proposition, that is a very positive thing. One
argument that there will be new businesses created, example would be on supply chain with lean
we believe that all the current manufacturing base in manufacturing, being able to draw in the production
the various regions in the UK need to engage techniques and the development research capability
themselves with this technology to remain ahead of within the region and apply it. And some of the work
the world, and therefore we think it is singularly we have been doing has been, for example, with
important that we engage with the research base, Westland Helicopters, where we have managed to
empower it, build the bridges for knowledge transfer identify, working with them and some of their
to engage with businesses. suppliers, ways to reduce lead times, to make

production more eYcient and reduce costs as well.(Mr Dunnett) Continuing for the South East, our
economy is identified as being driven by over 300,000 207. But there was a view that identified a need for
small and medium-size enterprises. We have 29 per that; is it the Development Agency, or had they
cent of private sector research in the United already identified that and came to you for help?
Kingdom in our region, so we have a concentration (Ms Bull) It was the RDA working with the
of a large number of research elements, private sector aerospace sector. We got the aerospace sector to
and public sector. And the challenge we have, when work together and put a proposal to us for sector
we are looking at stimulating competitiveness and development which incorporated lean
wealth creation, is how do you create and enable and manufacturing and supply chain development as key
catalyse an environment which encourages science issues for them.
and technology transfer into the further creation of
small businesses, which can compete in not only the
UK market but the South East region specifically,

Lord Wade of Chorltonlocated within a global market-place. I am sure, as
the afternoon goes on, we will explain a little bit more 208. The South East of England and London has
about that. But one of the key issues and one of the been one of the driving economic areas of Europe for
key challenges that SEEDA have taken forward, a long time. London has been one of the most

dynamic cities for hundreds of years. What are thewhich is now benchmarked across Europe as being a
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circumstances now that make it necessary to have a 209. Surely, that is more what they call a social
policy, rather than an economic policy?Development Agency to continue to do what has

happened for goodness knows how long without any (Mr Brathwaite) Social policy and economic
policy.Development Agencies?

(Mr Ward) I think perhaps it goes wider than the 210. What you have both described is dealing with
specific brief of this afternoon’s inquiry. Our Agency areas of deprivation within your regions?
is established by Government, by legislation, and, as (MrWard) No. I think we see it as key that the way
I said a minute ago, we work to the Mayor. I think to address that deprivation, and our mission, is by
London has to win two arguments. The first is that economic measures, by supporting people into work,
we have a very wealthy city and we have other areas by ensuring that there are new jobs provided, and
as well. When we worked on our economic strategy ensuring that, where new jobs are created, be they in
we coined the phrase “the world city and the other technology-based industries or in some of London’s
city”; we have probably the richest areas in Europe, other industries, they are accessible to the people who
and next to them areas of great poverty and live in London’s poor communities, rather than
unemployment. The team who did the Government creating further demographic pressures.
Index of Deprivation showed that some of the

211. So what you are arguing is that, by raising thepoorest communities with the worst employment, the
level of GDP throughout your area, you will lift upworst poverty, the worst health records, are in inner
the bottom to a better level; is that the measure?east London. Talking to colleagues in other parts of

(Mr Ward) It is slightly more than that. We havethe country, that is the easy argument for us to win;
to assist directly the people who live in poverty andthe diYcult argument for us to win, but I believe it is
who are unemployed into the jobs that exist. May Iof critical importance, is that a functioning national
make just one other point. For example, theeconomy needs a functioning capital city. Part of that
expansion of the NHS in London means that we areis about public services, about transport, about social
to go from, I think, 130,000 to 170,000 full-time jobsservices, about health, but part of it is about our
in the NHS over the next 10 years. You look at thestrengths, and our strengths are the world business
age profile of existing workforce for retirement; tocentre, the world academic and research centre, as
the extent that we can fill those jobs from peoplemy colleague Sarika Patel has said, 41 higher
presently excluded from work? We can increase theireducation institutions, ranging from world-class
(the socially excluded) prosperity and also we caninstitutions through to mass providers of
begin to address some of the other problems Londonundergraduate education, both of them making a faces due to the pressure on housing.major contribution. Our task is to harness those

resources for the good of the city, because alongside
that incredible concentration of learning, we have

Chairmanwhat the Funding Council call higher education
212. The RDA has done that, has it?deserts—places which have as low a rate of
(MrWard) We are working with the NHS, with theparticipation in higher education as any. Our task is

workforce co-ordinators in the London healthto harness that for the city but also for the whole
districts, in order to support people into work.country.

(Mr Brathwaite) Can I add to that; as far as the
South East is concerned, a very similar picture.

Lord WinstonAmongst all the wealth that we have, we have also
119 of the poorest wards; also we have 800,000 213. I have a question for Mr Ward and Ms Patel.
people who are either illiterate or have problems with Looking at the various RDAs’ spend on SET, it is
numeracy. It is how do we drive that; an economy interesting that the LDA spends 5 per cent of its
that is growing, and it has grown very well, as you budget on science, and most others spend a minimum
have described, still needs stimulus, we are looking of 10 per cent, and often three times the amount you
for productivity in that type of growth. I will give you spend. Given the importance you emphasis clearly
an example. The Isle of Wight, which contains many that SET has with your economy, how do you justify
of the poorer wards that I have been talking about, that spend?
has a unique opportunity to become a world-class (Mr Ward) I justify it like this. I was careful to say
centre. We have identified the composites industry, at the start that we had started a year later than the
which is there, as that world-class centre and what it others. Sarika has extensive ambitions for our
can become; we have invested in land to allow budget. We inherited budgets that were deployed on
factories to be built, we have helped them with an a very wide range of other things, from other
enterprise hub with some of the knowledge. Because government departments. This year, while our total
of that, we have had an inward investment from a budget was about £300 million, our budget on which
Danish company, NEG, which has built a factory we had any flexibility in year was £40 million, the rest
which has grown from £15 million to approaching was committed on inherited programmes. Starting a
£50 million this year; we have just agreed with them year behind our colleagues, I see that budget
to help them purchase some more land so that growing, and in particular the big capital and
factory can grow. This is in an area where the GDP building schemes would always take a year or two to
is one of the lowest in the country. That is what an get underway. I do not know if you want to give more

details, Sarika.RDA can do, and I think it is not just allowing the
top to grow, which it will, without us, it is making (Ms Patel) The budget figure that you have is for

the next financial year of £15 million is the dedicatedsure that we take all our people with us.
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amount that I have control over. That is from an identified a dozen key sectors across the South East,
amongst the 30-odd clusters that there may be. Thoseavailable budget of £100 million which we have. The

legacy projects like SRB and the other such make up sectors are of international capability. We are
working with industry within those sectors, and eachthe rest. So from £100 million we have £15 million,

which is 15 per cent, and that is the direct allotment. sector group is chaired by a leading member of
industry to look at the competitive issues of thatHowever, there are other aspects: the skills budget is

not included in that, and certainly we work and industry and where are the barriers to
competitiveness, barriers to skills, or whatever itintervene in sectors; it is a priority for all the sector

teams to work with the knowledge base, and they might be, in taking that sector forward. Those sector
groups link into our enterprise hubs, most of whichhave their own funding which is not aggregated into

that amount, because it is not dedicated, so actually have a sectoral capability as well; so we have a
the SET budget is higher than the amount that is bottom-up network of local companies, creating new
stated in there. What is stated is an approximation. companies, enabling new companies, from a small
Could I take this opportunity also to address a few of end, feeding into large sector groups, which cover the
your previous questions? You talk about how large infrastructural areas of our economy, if I can
London has survived excellently so far, but I think we put it that way, so you have a top-down and bottom-
have to take cognisance of the fact that the global up. Those groups also are linked into the key research
competitiveness factors are changing, we cannot universities. At the same time, and it is only just
compete on labour and space, we have to compete on starting so I have to note this is not something which
value, and therefore the SET is integral to the is well advanced, since September we have had two
competitiveness of any region, or indeed the whole meetings with the Research Councils, and now we are
country. And the 1999 Treasury Report published, starting to get the Research Council linked into the
said that two-thirds of all increases in productivity sector groups and to the enterprise hubs. We have a
come from innovation, I have no idea how they came top-down policy and bottom-up delivery, to make
to that figure, but that is what it said. And, given that, sure we have an issue. Now, with respect to creating
if you look at the figures that I have put into our the demand, and everything else, there is a whole
submission, whilst we have a very productive City— range of activities. For example, arranging events—
we contribute 20 per cent to the UK GDP, the we worked with London and held a fair where 5,000
productivity is actually oVset by very low levels of companies came to Thorpe Park, about a month ago,
innovation and use of SET in the peripheral economy and we had specific networking events for 500
in London—the manufacturing, the traditional companies within that. So there are events of that
manufacturing, the fashion industry, the “cut, make sort of nature. Additionally, there are initiatives such
and trim” industry at the lower end of the market. as the Manufacturing Advisory Service, which each
The high levels of productivity in the city mask the of the RDAs have funded in their own regions and
actual lower levels of innovation and R&D. The driven forward with appropriately contracted
patents per person filed in London is lower than the partners, who provide day-to-day support; there are
UK and indeed the European average, so we have a half a dozen other elements. But this is a strategic
long way to go, and I think we (the RDAs) do need framework which was not there beforehand. I have
to intervene to support that aspect. given you one or two, of maybe half a dozen

elements, which are pulled together. The real issue is
the holistic approach and stitching together partial

Lord Oxburgh objectives, which in many cases, in some regions,
214. It is one thing to foster spin-outs based on existed before but have never been brought together;

SET, but quite a lot of established businesses really it is absolutely essential to move these things
need to use science, engineering and technology to together, so the industry can be brought together, at
keep abreast of the times, and sometimes more than the same time, on a geographic basis, seeking to
they realise. To what extent do you see a role for cover what London were talking about, covering a
yourselves in generating, if you like, a local demand divide from Oxfordshire, if I can put it that way, to
for SET, and what are the main levers, and how Isle of Wight. If I go back to Lord Wade’s comments
comprehensively and coherently are they harnessed? earlier, about is it just happening or is it not, the

(Mr Dunnett) I think you prefaced your question cluster which our Chairman was talking about in the
about the presently large companies. Isle of Wight did not exist, other than two

companies; it is created now into a European virtual215. Not necessarily large companies.
cluster, supported by the EU, on composites(Mr Dunnett) How are we enabling the present
materials. And the universities come from threecompanies to access SET and how are we enhancing
locations, the local university is providing directthat to take place?
support, Oxford University is providing detailed

216. Let me elaborate. There are examples— research, and there is a Danish university in there as
unfortunately too numerous in this country—of well. So what you are doing is you are grounding
pieces of local industry that simply went to sleep and something, a pragmatic opportunity, driving it
rested on their technological laurels, and then were through into a policy context, and making sure it has
overtaken by the Japanese, or the Germans, or other an international stream as well.
technologically-alert countries.

217. Are you sure that actually you have collected(Mr Dunnett) The key thing that we have been
all the little people at the base of your system, are youworking on in the South East is to establish a range of
sure that you can be comprehensive, that actuallydiVerent networks into which companies can fit, so,

from a sectoral perspective, at sector level, we have you have got all the small businesses as well?
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(Mr Brathwaite) I told you at the beginning that recognise we are not looking for just the large
facilities, which are very, very visible and capture apart of the thing which I am passionate about is our

small businesses, not just in my own RDA but lot of people’s activity and thought process, but also
we make sure that there are the support networks tonationally as well. And I can assure you that the

RDAs, where they are showing growth, are doing enable smaller companies, even though they may be
part of multinationals or start-ups, to access intensejust that, and their growth is coming from the smaller

companies. We have many networks which take in levels of research from the SET perspective. And, of
course, regarding the previous question about theand look after our smaller businesses, and we are

providing for them. And I am sure that the same is size, it is all the harder for a smaller company to
access that, it does not have the capability in itstrue in the South West.
management, normally, and it does require to be set(MsBull) The focus is very much on supporting the
firmly within a cluster, if one has the luxury of havinginvestors that we have got, of whatever size, and a
one in that area, or, if not, in an area of commonspecific example is a relatively small company based
interest, such that you have got a hub of businessin Cornwall, in pharmaceutical research, we were
support, entities and individuals, which can nurtureable to build a case for Regional Selective Assistance,
that research through, again, on a two-way basis,I think it was about £2 million in the end that was
because this is a two ways for science basis.drawn in, with matching funding from the RDA, to

develop their research capability, which also was 219. I liked your top-down, bottom-up analysis,
drawing in some of the R&D institutions in the South based on clusters or supplier streams. Do the South
West as well. West have a diVerent answer?

(Mr Brathwaite) Just to finish up on that. One of (Ms Bull) I am not sure about diVerent, but it is
the areas Your Lordships might be interested in is the something that was occurring to me as you were
fact that it is very diYcult for the smaller companies talking about technologies that are needed; very
to engage with government, that is something which often, we tend to see them in narrow scope. As the
has been exercising me of late; there is the Better RDA, on a couple of occasions now, we have been
Regulation Task Force, which is actually looking at working with a particular sector that is looking at
a procurement from small businesses. Previously, I developing a technology, and we have been able to
was in the pharmaceutical industry, and I know that see how that particular technology could be
one of the reasons why our pharmaceutical industry developed much more broadly, not just across the
has grown and become strong in this country is region but across several sectors. So a specific
because we had a strong buying customer, which was example, and excuse me because it has been
the NHS. I think a lot of small businesses find it hard mentioned before, composite technologies, where we
to access government, who account for half the spend had aerospace coming to us saying, “We want to set
in the country, and it is something on which I hope up a centre for developing composites, based on
that, particularly on innovation and science and wings in aeroplanes,” and we were able to see, from
technology and new ideas that can come forward, work that we had been doing with the marine sector,
Your Lordships will make some recommendations. that there was scope for it to be used in a slightly

diVerent way there as well. And we said that we
would be very keen to try to help both the sectors
work together, and perhaps bring in other sectors asLord Thomas of Macclesfield
well, on developing the uses of composite

218. There is still a lot of demand for science, technologies.
engineering and technology. How complex and (Mr Buckland) In a similar way, on ICT, we have
diVerentiated is the demand, in terms of, for example, actually put in an ICT Driver Group, which actually
sectors, company size, technologies needed, the is looking at how ICT can help the other sector
clusters, the type of knowledge and the real market groups, so we have the ICT Sector Group, in
value? I think Mr Dunnett was beginning to answer particular, which is looking at that industry, but also
that question earlier on. how ICT can go across to these other sector groups.

(Mr Dunnett) Looking at the complexity and the
diVerentiation, with respect to demand, certainly
there is no one size fits all, and I think the concerns Lord Mitchellthat we have are to ensure that, not only from a

220. My background is ICT, and particularly incompany perspective but also from a research
the SME market-place. Before coming to myperspective, there is the ability for smaller areas of
question I would just like to say that my experienceexcellence in research to work alongside and in
has been that there is an acute diVerence betweenharmony with the larger, more intense areas of
small companies and big companies that I think mostresearch. The reason I say that is, if we look at the
people just do not comprehend—the thinking andSouth East, there are 7,000 foreign-owned
the mentality, and everything else, is diVerent. But oncompanies, I have not got the research but it is well
this whole question of demand for SET, whatover 100 of those have their European research HQs
approaches have been adopted to meet this diversein the South East, we get 40 per cent of North
complexity, and how eVective have they been?American R&D into the South East. And the real

issue for that is, we have a multitude of specific (Mr Brathwaite) I think you have heard diVerent
forms of evidence there. I would agree with you,requirements for support for those very often small

research areas which link into globally-competitive having run a number of small companies myself, and
by small I mean everything from a one-man band upresearch capabilities. So, we talk about the size and

the diVerentiation, what is so essential is that we to 250 people. What you have got, for the ability to
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allow that growth, is the transfer of knowledge and in Chichester recently. They have come up with a
Doppler mechanism for measuring blood flow,how that gets into small companies. Often, smaller

companies are having to deal with institutions like which they feel that if you can monitor the flow of
blood you can optimise it with fluids. I do not knowthe universities and research centres; we are trying to

make that process of knowledge transfer easier for how true this is, Lord Winston, I know that you have
got a lot of experience here, but they have actuallythem, when we are growing our new companies, co-

locating them round about centres of knowledge, done the economics of investing in this and how this
could help the NHS with their bed-blocking. Can wesuch as our universities, that is what our enterprise

hubs are doing. If I go to the other scale, we have got talk to anybody about it? I have now been able to
contact our Regional Director of Health, there is acompanies like Pfizer, who are one of our biggest

employers in Kent, employing over 6,000 people. As department that is there in the NHS which is looking
at innovation; it is well-hidden. We will be able toa reward for discovering Viagra, the main Board of

Pfizer has decided to build a medical research centre find it, I will call a meeting, I am having a health
summit in the next week for the region just looking atin the east of Kent, in the middle of Sandwich. Six

thousand people; they spent £1 billion in the last four this and looking at access, how can we get our smaller
companies to do this. There was no-one there beforeyears—it is still coming out of the ground at the

moment. Building this research centre is absolutely able to do that, I am able to do that now.
fabulous, and I would advise Your Lordships to try
to see it and what is going on there. But in that time
where the RDA gets involved is the market failure.

Baroness Finlay of LlandaVThey were promised a relief road, just to get their
people to work, which would cost £16 million, they 224. I was intrigued with the example of the
would put up £1.6 million for it. The road has not pharmaceutical industry. At what point in its
been built, by the way; we have problems with parish development did you become involved as an RDA?
councils, complaining about this. It is a diVerent (MrDunnett) I can answer that. Right up front, we
scale of problem. Transfer of knowledge for the set up the pharmaceutical group; unsurprisingly, the
smaller companies and how do we keep our big South East was the mother lode in one sense, I think
international companies happy. Sometimes that 65, 70 per cent of the UK’s pharmaceutical industry
market failure is what the RDAs—there is no-one is in the South East. They continue to tell us,
else to do this—now go in and try to sort this out obviously, it is a national industry, despite the weight
for them. being in our particular region. What had not been

done before and the first thing our Sector Group did221. Yes, I was tempted to make some comment
was set up some research, and we brought in the Cityabout Viagra, but I will stay oV it.
University to look at the labour, the supply, the skills(Mr Brathwaite) We have heard them all. issues across the whole of the industry. It had not
been done before, despite there being all sorts of222. This whole issue of getting planning consent
institutes around. That research brought out keyand the high-technology industries has caused all
priorities. From those key priorities, we broughtsorts of problems. We have seen this in the M4
together the key partners, we got the Chair of thecorridor, where companies’ employees all come to
Learning and Skills Council to bring togetherwork by car and they cannot get car-parking spaces.
Brighton University, Oxford Brookes University,It is totally insane.
Reading University, the Further Education Council,(MrBrathwaite) We are looking at that. The things
the Royal Society of Chemistry, other institutions.that hold back science and technology are not always
They formed a working group, identified the issuesthe obvious things, such as transfer of knowledge, it
and came up with actually three very simpleis the productivity of how do you get the people to
outcomes, which were regional-specific. The first onework, how do you get good staV, how do you make
was that one needed to have three specialised centressure that they are trained, these are issues, and the
in the universities to focus on the skills issues.smaller you are the bigger those issues are. And, as
Secondly, what one needs to look at is what somefar as the RDAs are concerned, we do that by looking
people call the multiversity or the Wisconsin model,at planning our skills, there is a framework for that,
with respect to higher and further education, a closerwhich goes across each region, everyone has got one
working to get a continuity of skills throughout thatfor the first time, we have got our economic
process; because the whole industry was overhiringstrategies, everyone knows what they are supposed to
graduates. It did not need all the graduates they weredo for the first time. These are the things which the
hiring, they needed technicians. In the medium term,RDAs are able to bring to the development of science
we have got a shortfall of graduates coming throughand technology in this country, and that has not been
to meet the prospective demand. But the third issuethere before.
was actually the whole issue of creating a strategy,

223. Somebody mentioned the problems of small which was not just linked about HE/FE, that the
companies approaching government. I must get a sector would come up with, to work with the whole
‘phone call once every other week from a software education sector in the South East, a strategy to
company, or somebody with an idea, when they say, tackle the industry working from primary schools all
“It would be great in the NHS, but I haven’t got the the way through to CPD. It is only the RDAs, with
vaguest idea how to go about it—I don’t even know our relationships with the education authorities, who
who to look up in the telephone directory”. can say, “In this county, in this county, in this

(Mr Brathwaite) I know, it is something which I county, in this county, it needs to be pulled together.”
So we have been a catalyst, it was not therehave experienced. I went to see one of my companies
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beforehand, and we are very pleased that, for a praise for the Treasury’s ideas on research and
development tax credits, because that really doesrelatively very small investment, one was able to

enable the industry to come together to tackle its help smaller companies invest in innovation and
encourage them, and the DTI is now trying toproblems.
simplify its oVering. But you look at the Department
for Education and you see really good things, they
are putting more money into higher education andLord Wade of Chorlton
the science agenda, yet they are trying to second-

225. There are many initiatives for encouraging guess the universities at how they may access that,
SET exploitation and innovation, from central and that is confusing. They have managed to unite
government, the EU and from the RDAs. In your the whole of the vice-chancellors of the country
view, how do these work together eVectively, how against them, which seems to be really odd, I do not
coherent are they, and what role do you play in trying know where they take their evidence from. But these
to bring them together? are some of the things which the RDA has to cope

(MrBrathwaite) Perhaps Caroline Bull will lead on with. I met with my vice-chancellors last night, in
that. I have got my own opinions, but, there you go. fact, and you hear that from them, that they are very

interested in all of our agenda, in terms of knowledge226. It is your opinion we are looking for.
transfer, not just the basic science provision but(Ms Bull) What we are looking at here, I think, is
teaching. We see these things as part of our economica bit of a patchwork quilt, and it is the job and a task
oVer in the South East, London and the South East.of the RDAs to try to join that quilt together and to
We teach and research, and that is part of ourmake it more coherent, and to develop, in some cases,
economy, and we are in danger of losing sight of that,matched funding initiatives that can pull that in. For
I feel, for government policy.example, the Harnessing Genomics initiative, where

there is funding coming from the Government. In the
South West, we are putting our own funding into bio-
incubators and something we call bio-approaches, 227. Does your RDA take any initiative to help
where we are working with the biotech sector, and, small businesses make better use of the European
again, as I said before, they are leading in putting a funding possibilities? Do you have any structures to
strategy forward for their own sector. And that is do that?
where, hopefully, we might be able to get some

(Mr Brathwaite) Yes, we do.funding from the EU as well, to make that all work
together. Similarly, with higher education, you have (Mr Dunnett) Yes. It comes back down to, we keep
heard us talk about the Higher Education coming round to, our enterprise hubs and gateways.
Innovation Fund. All of the RDAs, I think, have I did not mention the gateways before, which are for
been involved in developing bids with their higher lower-tech smaller businesses, as opposed to the
education institutions. We match-funded nearly higher-tech which need the science interface. The
£4 million together with the Higher Education whole purpose of having them—we have got now 14
Funding Council, to put together what we call enterprise hubs, there will be 20 by the end of the next
Knowledge Exploitation South West. Part of that financial year—across the whole of the region is so
has been developing a website, where companies can good parts of the region and poor parts of the region
access the research and development that is available can access it equally. Those are networks where,
from the higher education institutions in the South individually, there is a director, and a well-paid
West. So there are a number of ways where, by us director, who is not an oYce manager, you have got
seeing the opportunities, working with the sectors, a successful industrialist, who is driving the local
working with the research and development network and who understands how to access funds.
organisations, we can make the money add up, and If he, or she, has not got the answer, he, or she, has
two and two make six or seven, in those instances. got a colleague in one of the other hubs. So you have

(Mr Brathwaite) I think that often our policies are created a networked institution, a grouping of hubs,
confused and muddled, and sometimes it is very and within them they can answer pretty well any
diYcult, particularly for smaller companies, even to question the small business has within any sector of
take advantage of things which are happening. I do the economy. And so you do have, in a sense, these
not know if you have ever applied for a European mini centres of excellence which are networking
grant, or even one of our own grants, our SMART together, and essentially back into the science base.
awards. We had about 180 diVerent schemes that you

(Mr Brathwaite) Also, in the South East, we havecould apply for, as a company, to help you with
pulled together all our people, we had lots of peopleinnovation. The Investment Committee that I sit on
in oYces in Brussels, now we have got everybody inat the DTI is charged with trying to rationalise those
the same place, in South East House. Rather thanschemes and bring them down to about 30, which
every little county council and district council havingpeople can understand. We are still far too
somebody who does Europe, we have tried to pullbureaucratic, particularly the further away you get
that expertise together and get a better sense of whatfrom the region; we are tough, as a region, I know in
is going on there. But, having said that, I do not thinkmy own organisation, to fill in forms, to get things it
we have gone far enough in connecting those fundsis diYcult, but the further you go out, to national
to the smaller companies; personally, I would like togovernment and then to European government, it
see somebody who sits there and helps to write theseseems that the smaller companies, and even large
bids. We are starting to look at that area, but it is stillcompanies, have diYculty in accessing some of the
diYcult, I do not claim any great success there.things which actually are there for them. I am full of
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being able to get a single view from the region and getLord Methuen
a quick decision out of Government.

228. The comment has been made that the RDAs
are too bureaucratic and too slow to react when
things come up. Would you comment?

Lord Oxburgh(Mr Brathwaite) I think that can be levelled at us,
by the very nature of the beast. You must remember 230. I want to go back to a slightly earlier point in
that we are monitored by several diVerent the conversation, but just to ask you whether there
departments. I have to employ seven people just to would be too much internal conflict of interest for the
look after the compliance that goes on from my own RDAs together to have a single, really specialised
Government; there should be one set of documents, and powerful Brussels presence?
we have one sponsoring minister, but everybody else (Mr Ward) It depends what we are trying to do. Ipiles in. think our experience mirrors very much what Jim has

(Mr Ward) You do not have the Audit done. For us, in London, we now have London
Commission to help you as well, just the NAO. House, Brussels, which brings together the London

(Mr Brathwaite) We have got 1,400 pages to go boroughs, certainly Transport for London, it brings
through. So it is very, very diYcult to change that together the London Region of the NHS, and it
culture. I am trying my best, and I think my brings together ourselves, so we have got all the
colleagues behind me would probably say that I want London interests there. There are things we do as a
them to be more entrepreneurial, I want them to be London organisation, where our job is to bring
more outward-going, and if Juliet, who chairs the together London partners and express a single view,
South West were here, or George, they would be and things we do together nationally. Whether
saying we are all trying to do the same thing. But we European policy we should do as nine regions, or as
are non-departmental government organisations, one, I think is a matter for debate. To jump slightly
and we suVer exactly the same dead hand of outside your field, we have worked in the last six
bureaucracy that Government has, but we are trying. months to get a unanimous view across the nine

regions on airfields policy, and that was something
on which traditionally there were very diVerent
points of view, but we have been able to bring themChairman
together. We work fairly eVectively, as a network, to

229. What would you want the DTI to do to ensure that we divide up the tasks between us,
unshackle you all? specialise in diVerent areas, and put a consistent view

(Mr Brathwaite) Personally, I would like them to to Government.
tell the other spending departments that there is a

231. So let me put the question slightly diVerently.single document, so there is no need for these extra
Do you have the machinery to set up such an oYce,compliance documents.
if you thought it was appropriate?(MrDunnett) I think we have five audits. Last week

(Mr Ward) We have the authority and theI was in front of the other House, on regional
autonomy to do it, if we chose to do it.disparities, and Mike and I were both here last

(Mr Dunnett) I think we would not want to set upmonth, and we get caned if we do not cover oV this
an oYce.1,500 pages of guidance; so the answer is, yes, we are

(Mr Brathwaite) Yes, I was going to make thatand we do want to drive to become more proactive.
point.I think all of the Chief Executives and their senior

(Mr Dunnett) Insofar as it is an extra expenseteams are either from the private sector, having run
which cannot be justified in front of the taxpayer,businesses, or have private sector experience, and
because we already work together, and the Chairs,that is our absolute desire, we are caught between, as
for example, are all going over, I think, next monththey say, a rock and a hard place.
to meet a European Commissioner to tackle a(Mr Ward) I want to say briefly, to follow what
particular agenda. We are operating a matrix here;Lord Methuen said, that I think all of us have been
Europe thinks in regions and on an individualable to draw together the organisations in the region
regional basis, and therefore we have pulled together,when there is a crisis. In our first weeks of operation,
as Jim said, all the regional partners into one oYce,we faced the end of Ford assembly in London, and
rather than a scattering of them, so we can speak onwe have worked with Ford, Ford have brought their
that agenda. Picking up Mike’s point, the RDAsresearch and development function into London, to
have always been able to come together on ando the new generation of diesels, they have built a
agenda, even, dare I say it, on science; we setnew diesel plant. We have been involved in
ourselves a task, three weeks ago, with the Researchdeveloping a centre for engineering and
Councils, to do the same thing for science as we didmanufacturing excellence, with partnerships from a
for transport, so we are hoping, over the next three tonumber of universities, not only London ones, in
four months, to come together with a national policyorder to train new engineering workers from shop-
from our perspective but building on regionalfloor to the top. Now we were able to move quickly,
strengths.we were able to get very fast decisions oV DTI

ministers, we were able to acquire a lot of the sites, to
take them over as Ford began to withdraw from
them, I think we were able to respond very quickly. Lord Thomas of Macclesfield
At the moment, there are other situations that we are
responding to, on that, that probably sometimes 232. Suppose there are two RDAs with conflicting

interests. What are the mechanisms for settling suchseem bureaucratic, but I think we will have this
experience of drawing the players together in a crisis, disputes?
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(Mr Brathwaite) I have to say that, running the financial support and where they need to go for that,
and directing them to perhaps the venture capitalSouth East, obviously, you can imagine that, with

our friends, our colleagues, in London, we get a lot route in the South West, venture funds, those sorts of
things, or whether they are looking for mentoring, orof the blame, that the north/south divide is riding

hard and strong; but that is not the case, it does not that sort of activity. So really it is understanding
what stage they are at and where they need to go towork for us. I think, what we are trying to do is get

the best out of our regions, and we do have a coming get that advice, and that may be to the Business
Links, it may be to some of the Small Businesstogether, I meet every six weeks with our Chairs, the

Chief Executives also meet on the same sort of time Services, or whatever; so really it is just
understanding where they are and where they need tobasis, and we work out policies that we can do

together. And we work across boundaries as well. If go for that activity, so it is the support that they can
get from that.you take the Communities Plan, which is going to

have a development in Milton Keynes, that is across 234. So, just to be clear and to help the Committee,three diVerent RDAs, the whole of that growth. The for high-technology businesses you are providingscience and technology side that goes into that, how advice as to where they can go to get the service fromwe are going to create a new centre, we are already other people, not from the RDA?working on that, trying to connect Cambridge via
(MrBuckland) The RDA is working in partnershipMilton Keynes to Oxford, getting some of the spin-

with those people, rather than actually providingoVs into the East Midlands area, where they need
that advice direct.new jobs. These are the types of things which exercise

(Mr Brathwaite) Yes. In terms of being a strategicthe Chairs and the Chief Executives when they get
body, we do have some delivery but we work throughtogether, it is not really about fighting. We have had
making sure that the machinery which is out there,70 years of regional policy and no-one has got it
and there is a lot of it, is used properly, and we canright, I do not think we are going to spend our time
signpost people to that, and that is exactly what Mickfighting about it, what we are trying to do is get on
was saying, we are trying to find out what theand do the job of creating the economy.
problem is for that particular business. We do have
the ability to know that if you are in nanotechnology
there is a great interest from central government to
help that funding, we can make sure that we makeLord Freeman
those connections; and that is what the Chief

233. If I might say so, my Lord Chairman, I Executives are trying to do.
thought that Mr Brathwaite’s answer to the question (Mr Ward) The first thing to say is we are evolvingabout bureaucracy probably indicates one of the institutions, that we have touched on this a little; werecommendations that this Committee ought to be started with a lot of inherited governmentthinking about very seriously and making; so I thank programmes and we are moving towards a clearerhim for that. I will try to put my question in a slightly business focus. The second thing is, we seek not tomore colourful setting, and perhaps I might ask for a duplicate what other agencies are doing; andbrief response, perhaps from the Board member from certainly in our case, in London, that meansthe South West, and perhaps from Mr Ward, as a something very precise. We have contracted out theChief Executive from London, to answer the second inward investment service for London. When wesub-question. Suppose you are both at a conference came into being, it was with an established businessin reducing bureaucracy in the delivery of services to organisation, London First Centre, we reviewed it,small and medium-sized enterprises. In the margins we market-tested, we took a range of bids and we putof the conference, a small businessman comes up to the contract back with them and we shall beyou, a scientist who has just set up a company, launching it formally this week. That means that, theperhaps in the field of nanotechnology. He has got major international company either seeking toonly three or four employees and is looking forward establish a base here for the first time or seeking toto the next growth phase of the enterprise. He is beset expand, or considering whether to remain inby all the sorts of problems you can imagine, and he London, we have got a specialist business-basedsays to you—and you have got, literally, only a contractor to deal with them, and we have looked atminute or two to answer— “What can the RDA do it carefully, we think that is the right way to do it.for me?” So I would like that response, and then Secondly, for small business, and Jim has touched onperhaps I will ask Mr Ward, having heard that the various definitions of small business, but for theresponse, what, privately, he would have thought to small business up to 250, Government has decidedhimself about the tensions and issues within the there is a Small Business Service, grouping all theRDA, and indeed its relationship with the DTI, as to resources for that under one roof.how to make sure that answer could have been
better? 235. Can I ask, just for the record, what does up to

250 mean?(Mr Buckland) I get asked that sort of question
quite often, actually, so it is not one that is unusual (Mr Ward) Up to 250 employees, that is the rough

working definition. It has come down from 500 in theto me. First of all, we have to understand the context
of the company, where they are trying to go, whether 1971 Bolton Report but, broadly, a small business, a

business up to 250 employees, do employ quite a lot.they are locally-based, or whatever, trying to
understand where they are in the development trade, That division of labour might change; as I say, we are

evolving institutions, but we have got quite a task towhether they are pre-commercial, or just going
commercial, or whatever; so it is looking at what they do. So the first question is, is it a company for which

the specialist expertise is actually somewhere else inactually need in terms of support. And it may be
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the institutional division of labour, whether with our always looking at the performance of our regional
institutions and things which are there to help,inward investment contractor or with the
whether it is for science and technology or justGovernment Small Business Service. Secondly, the
basically, “How do I set up my business?” And thatquestion of going through with them what are the
is part of the job of the RDA.interventions we can make, can we support them

(Ms Patel) I would just like to add to that, yes,with the regulator or legislative context, can we
there is a lot of confusion in the market of where toadvise them on that, can we support them on venture
go, but we are trying to work closely with all thecapital. All of us, in RDAs, have been involved in
suppliers. In London, we have a business supportraising venture capital funds, we raised quite a
strategy, which was produced by all thesubstantial one, it is available for new and growing
organisations oVering business support, to try tocompanies in London. Can we help them with
work together comprehensively, to try to create apremises? We have got big ideas on innovation
“one-stop shop”, irrespective of where you are based.centres, for companies as they grow, and for the early
The second thing that has been done is, the LDA hasspin-oV. Also we have both a major inherited
funded upskilling of the various business supportprogramme of land development and a lot of
organisations to provide a uniform high-qualityknowledge; we inherited, among other things, in
service to whoever is at the front end. So it does notLondon, the residual assets of the Docklands
matter who you get to, hopefully you will be directedDevelopment Corporation; so there is a very large
to right place. This is just being launched, so it isbusiness park going on site at the moment. There are
going to take time to percolate. We are looking alsodirect ways in which we can help. Could we improve
at a concept of setting up London’s Innovationthe oVer; undoubtedly. And is the institutional map
Centre, which basically is a flagship, which we hopeclear to the outside world; no, not completely.
will be a “one-stop shop” for all access to innovation

236. Could you add to your comments, and the last and SET, it is being considered in partnership with
two points, about how this advisory service can be University College London and the London Business
made better and how the road map can be made School, to begin with, because they used the HEIF
clearer? funding round to do something non-parochial. They

set up the London Technology Network, which links(Mr Ward) I think, if we had an extremely clear
four and five and above rated scientists to industries,division of labour. We know, because it is our daily
and it is not just the scientists within UCL but theybread, that we have got a Small Business Service and
could be in UEL, irrespective, as long as they werewe have got a Regional Development Agency. If you
quality academics, or researchers, they would behand out a sign saying you are there to help business,
linked. We have also had preliminary discussions init is understandable that people turn to you, and you
trying to engage the British Library9 with thiscannot help with all of it. I think there needs to be a
concept—they have a lot of knowledge to oVer withclearer institutional map; that might mean, over
a fantastic science library and access to patenttime, an RDA responsibility for the Small Business
details—to see how we can create something that isService, but that is not something we are pushing for
best practice in being a walk-in place for businessesday by day. There is a great debate in Government
to access. On a previous question about what weabout the future of that.
could do to assist knowledge-based companies, we(Mr Brathwaite) And all of the RDAs.
have undertaken research in London which has come(Mr Ward) I think the division of labour we have back with four areas of support required. First,got, we all handle inward investment diVerently, knowledge-based companies in London very clearlysome of us have it in-house, at least two of us have require space, which is at a premium and they cannot

outsourced it, and that is going to vary. Inward aVord, and therefore we have a strategy to look at
investment in London tends to be a rather diVerent supporting innovation centres, incubation centres,
creature from inward investment in other parts of growing space and ultimately a science park for
the country. London. Secondly, funding, for which the venture

(MrBrathwaite) And we do work together on that. capital fund has been talked about. We are
Just on that point, the oVer that we give to our small considering setting up a seed capital fund—very early
businesses, in general, has been evolving; we started stage, high risk fund. Thirdly, mentoring was
oV with Michael Heseltine bringing in the Business discussed, which is management in these spin-oV

Links and trying to have the ‘one-stop shop’, it has companies, who very often do not have the
evolved several times, its brief is always changing, management expertise even though they are
what does not change is the amount of money that we technically sound, to go oV and raise the next round
are prepared to invest in it. There is £135 million of venture funding that may be required. Lastly,
spent on this for the whole of England. If we look at eVective networks to link with business angels. So

those are the four things that our research came backScotland, the Scottish Development Agency has got
with and we are tackling all, in terms of action.£450 million for a population of five million people.

So do not let us kid ourselves that we are spending an
awful lot of money on this, the whole of the business

Lord Turnbergsupport for England is about £800 million to
237. How do you measure the success of what you£900 million, that is what we are talking about. So

are doing, and how soon are you able to do it?there is always that tension of how can we help all
(Mr Brathwaite) It is a good question. I wouldthese people. Now the Small Business Service works

measure it very simply: are we making money, are mythrough the Business Links, we are doing pilots
within the RDAs to look at can we work better with
them, can we get them to perform better. We are 9 See also the British Library’s memorandum on page 267.
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companies successful, are they growing? But there 241. How long, do you think?
are lots of metrics that I know the Committee is (Mr Brathwaite) I will give you some examples, I
interested in, so I will hand it over to Anthony. mentioned the Isle of Wight earlier, where there is

real intervention. We have invested something(Mr Dunnett) I think we do not have appropriate
metrics given to us by Government. It is silly to think approaching £5 million, £6 million, and we have seen

two companies grow to a turnover of nearlythat GDP growth relates to and shows an eVective
interface. It is one measure, and I would say that, £100 million, which is something that we are doing. I

have invested £6 million across the island, in Ryde, invery simply, one needs a basket of measures when
one is looking at SET. It is going to be a mix of SRB projects, and the people are still unemployed.

These were legacies which we have inherited. So Ipatents, registration, levels of research and
development, what is the global economic monitor would compare, are we are getting good value for the

money, how many people are employed, we cansaying actually about the entrepreneurship levels
which are taking place, survival rates, it needs to be actually measure those, those are real numbers. SRB

is the Single Regeneration Budget, which is a budgeta complex issue. I do have a little bit of sympathy for
Government, in one sense, that when the RDAs were that we get from central government to help

regeneration, it comes from Europe.discussing this with the Deputy Prime Minister, it
was a matter of, we have got 12 areas which we report (Mr Ward) It is an inherited programme, which we
to on Government policy, we cannot have 101 are administering, but the decisions were all taken
measures. And so the answer is, how many do you before the RDAs were established.
have; if each one of these measures is going to have a 242. But some of your things will fail?dozen of them then it does not make sense. I think (Mr Dunnett) Yes, and they should fail, if we areGDP does not work, we need to have some talking about venture capital. One of the biggestcomposite index which can make it readily reflecting challenges we have got actually is to get civil servants,more what is happening. and maybe the other House, to recognise that 20 per(Mr Ward) If we focus on four, dictated by the cent of the money will go down the drain, becauseDTI, and, like all such systems, they focus on what that is the nature of risk.can easily be counted, rather than necessarily what is (Mr Brathwaite) We are not trying hard enough.the most important, so the four things we are
measured on are jobs created or safeguarded,
hectares of derelict land reclaimed, learning

Lord Methuenopportunities taken up and businesses surviving for
more than a year after our intervention, and they are 243. What is the case for developing regional
a limited number. rather than national centres of excellence to support

the competitiveness of the new industries? Is the238. Do you have to score on all four of those, or
national critical mass fragmented by taking ado you get two out of three?
regional perspective?(Mr Ward) Candidates are advised to attempt all

(Ms Bull) My Lord Chairman, there is an obviousthe questions.
rationale for developing regional centres of(Mr Brathwaite) We get criticised if, we have
excellence, to do with access, to do with the ability toprofiles of how we are going to work during the year;
develop niche excellence, but I think we have got afirst of all, when we dealt first with the DTI, they just
real opportunity here. We were saying earlier ondivided the numbers by four, there was just no
about working cross-border, workingconcept of how to do that.
collaboratively. If each of the regions, or a selection
of the regions, can identify aspects of particular
technologies, where they have that researchChairman
excellence already, develop that on a regional basis

239. What would you like to be monitored on? and then have a hub and spoke arrangement whereby
(Mr Ward) A mixture of quantitative and each is contributing, then businesses across the

qualitative indicators. A recognition that some of the country can make the most of that particular
most worthwhile things we will do, like our network. And that is the way that we are going
partnership with higher education and our work on forward, certainly with microsystems technology,
science, will take time; cannot necessarily be and I am sure on a number of other fronts as well.
measured in easy, three-monthly tranches, starting (Mr Dunnett) That is absolutely right. The RDAs
on the first of the programme and proceeding have had three years, in a sense, or three or four
steadily until the last; that some things inevitably are years, to set out their stall, understand what is
going to be intangible. Government has an appetite happening in their own regions, and there was
for numbers, in this and other areas, and we do our certainly a commitment last week, when the Chairs
very best to feed that appetite. But actually some of and the Chief Executives met together to look
the qualitative things will be more important than the forward for the next 18 months to start levering each
quantitative ones. other’s capabilities, because together we are far

stronger. And it is both; there will be regional centres
and there will be national. The real issue is how do

Lord Turnberg you access science, wherever it is, and how do you
240. Our feeling is that it will take a long time to enable, wherever you are, being able to access

measure the eVects. That was the question I was science; so it is how do you receive it, how do you
asking. create an economy which can take forward the

science, in a partnership and a technology transfer(Mr Brathwaite) They will, yes.
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linkage, and how do you enable people actually to Government to harness the knowledge base has been
really welcome, but I think we have a long way to go,reach into it; it is a two-way issue, and that, I think,

is where government has got some real policy in terms of making this all-pervasive. The RDAs
have come at a level, as I said, we have a sort ofchallenges to take forward.
enabling role to bring everything together. We are a(MrBrathwaite) Yes. This is a diYcult question for
bit like the Faraday Partnership, if you know how theus in the South East, and, in fact, London, because
Faraday Partnership works i.e. takes into accountwe have a lot of institutions which are not just of
the existing schemes that are on oVer and oVers themnational import but are of international import, and
to the customer comprehensively. In London, wewe have been able to build that science and
think that knowledge is extremely important, it istechnology base over a good number of years. I am
part of, we have an initiative called Team Londonconscious that we are trying to move some of that
that promotes London globally, and in that Teamtechnology to other areas of the country, and new
London programme, in inward investment, inspend, new build is accessing that. But what I would
international trade, we promote London’ssay is that we have got to be very careful. I look at
knowledge base, in terms of the oVering it has forthe steel industry and I see how government policy,
businesses, for skills, for whatever reason. But I thinktrying to move bits of it from one part of the country
we have a long, long way to go, and we have onlyto another, has fragmented the strength of that
just started.industry now, that it is likely that we will not be able

to produce steel in this country at all. I would not 247. In London, you have a bit of R&D spend inwant science and technology to go the same way. the NHS, it is about £80 million. How much interfaceThese institutions, which have been built up over a do you have with that?number of years, need supporting, it is an area of
(Ms Patel) Quite a lot, not as much as we wouldpolicy, particularly when looking at the Department

like to. We are really concerned that the regional levelfor Education and its White Paper, that I would not
of NHA (National Health Authority) being takenwant my science oVer in my universities decoupled,
away. Now in the health departments, I do not havethey are trying to decouple research from the actual
to deal with any more. It will be the strategic healthteaching. I do not understand that, and I think we
authority, that we have five of in London. We haveneed to be very, very careful about that.
23 trusts in London, which makes my task quite
diYcult, if not impossible. But what we have done is
we have aligned ourselves to existing schemes. YouLord Oxburgh
must be aware of the PSRE grant that went into

244. We talked about your getting together on a support NHS hubs. We went behind that and put in
national scale and pooling expertise, does that £1 million for additional stuV that they had not got
include Scotland and Wales, or are these regarded as money for. We deal closely with the Head of R&D,
foreign countries? Sally Davies, to try to see what they are doing, but

(Mr Dunnett) Yes, it does. they have not really actually moved forward very
(Mr Ward) We meet as the English RDAs, but much (on commercialisation). There is an

from time to time we have meetings with the other organisation called Medinet, which we support.
Development Agencies in Britain. There is also another thing called Medical Futures,

which is an award scheme, which is a national award245. How often is “from time to time”—a couple
scheme to encourage innovation and newof times a year?
technologies within the medical base, and we are(MrDunnett) It depends on the diVerent areas. For
looking to support that, but because the NHS is soexample, I lead something on the whole sort of
large in London we are only now getting started. Thebroadband issue. We have literally just set up
NHS provides London with a huge opportunity ofsomething about four or five months ago, which,
servicing the demand of incubation space, for whichfrom a foundation point and a starting-point, has all
we do not have space. They have the planningthe regions, and countries, there.
consents for and undertaking research, for disposal(Mr Brathwaite) Energy technology, for instance,
of biomedical waste etc. In that sense we are talkingis something where the Scots have got a lot of wind;
to a lot of hospitals to create innovation centres to getwe produce the blades in the South, and we are
businesses in there. An example is, St George’s havehoping that the North East are going to produce the
companies organically who have been talking togenerators. How do you pull that together and link
them and have clinical trial facilities. They wereit back to the energy policy which the Government is
putting all their clinical facilities together. I had atrying to pursue; these are some of the things which
meeting with their Chief Exec. and suggested,we would discuss.
“You’re putting all this together, could you not add
more floors at marginal cost for companies.; You
could have companies who could come in and useLord Winston
your facilities, and it would be ideal, and I am happy

246. How comprehensively is the science, to fund the market research.” And that is under way.
engineering and technology base being harnessed for We would like to do a lot more with the NHS, and
regional purposes from universities, companies, the because 70 per cent of life science research going into
NHS, institutions, research institutes, and so on? London I think we have a lot to make of it.

(Ms Patel) I think what we have to say is we have
made a start. We cannot say, at this point in time, 248. But the pattern is so diVerent in your three

regions, with universities and companies, and so on.that it is comprehensive. The levels of funding that
have gone in from various agencies of the Where do you see the important areas?
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(Mr Buckland) I can give you an example in the which has a great importance for my colleagues in
SEEDA and SWRDA; the other one is artificialSouth West, of the Peninsula Medical School, which

is an example of the RDA, Objective One funding, intelligence, which we are involved in. But Foresight
has had far more involvement with the RegionalUniversities of Plymouth and Exeter coming

together to develop that, and the NHS, with Development Agencies when they ran regional
Foresight programmes, which we were party to.Derriford Hospital. So there are linkages there where

we have actually taken that forward. So that is a Since they changed Foresight, this has gone. We still
have access to the reports that have been done so far.good example.
But I think that now that the RDAs have advanced(Mr Brathwaite) I have to say though that we have
and we have got our act together there is still a validgot a long way to go, in terms of some government
point of having Foresight as it used to be, focusingdepartments recognising that there is a regional
everyone’s attention on leading agendas. We thinkagenda that can help them improve their lot. We have
that that would be quite good.got a diVerent example in the South East.

(Mr Brathwaite) I have to say that I have just been(Mr Dunnett) I think I will highlight four, very
checking what our interface with Foresight is, it isbriefly, and I will keep it succinct, Lord Patel. The
one of those things where we spend a lot, I do notfirst one, we just sat down with the regional NHS, the
know how much we spend on it, it may be not thatnumber one thing they said, their problem was the
much, but we do spend money on it. I do not knowbasic skills; they had ward orderlies who could not
whether it really informs the opinions of peopleread blue pills, “Three blue pills to Mrs . . .”,
trying to do business, it is a good idea, it has helpedwhoever it might be. And it is that sort of an issue
us with our global regions, for instance, it has madewhich is fundamental; they are now our largest
us look at that, and we will take it forward. I do notemployer, they do not actually have the basic skills
have a lot do with it personally, Anthony, I do nottraining. And so we have been working with them
know whether you do.tremendously on that whole basis about creating a

(Mr Dunnett) No. We did create what we call asupply chain of skills within each of the NHS trusts,
Future Think Forum in the South East, we wrote aso that the car park attendant becomes the door
book on all the issues, the breadth of issues that ourattendant, the door attendant becomes something
region would face; that drew heavily on the originalelse, you skill them up all the way through, because
work of Foresight and it has gone out into all thethere is a huge skilling and hiring problem. So the
institutions across the South East. There is abasic skills have been one. Secondly, I mentioned
framework document of applying that to our basis; itearlier about the whole research we did in healthcare,
was driven more by what we did in the RDA than byproviding the basis and the framework for the
Foresight itself.healthcare sector, which I will not repeat. Thirdly, on

a specific intervention. We have been working across
Europe and across the regions in the UK, working
with Scotland, Wales, Glasgow specifically, from the Lord Thomas of Macclesfield
Scottish side, to create a neuroscience centre in

250. RDAs are being encouraged to establishEgham, we have been working to create a European
Science Councils. What are your views on suchsupport package and a national support package to
councils, what are their role, their focus and theirsupport the research base which is in Egham; now we
modus operandi?were a catalyst enabling that to happen. So there is a

(Mr Dunnett) It may be appropriate for us torange of interventions. And I suppose what the RDA
report, because we are the only ones of the three here,does is allow us to sit down with a major government
I think, who have a Science Council up and running.department, or the outworkings of a government
The North West had the first Science Council, whichdepartment, through their trusts, and say, “What are
I think actually Lord Thomas established, and wethe four biggest things you suVer from, and, if they
ran very hard after them. SEEDA is committed to it.are of regional importance, how can we actually
We had our first meeting about two months ago. Westitch them into the regional economic strategy, how
have submitted the evidence to the members of ourcan we make sure that the Learning and Skills
Council, it has all the key research universities andCouncils do actually deliver those healthcare issues
key people from industry. We see it as vital as beingand those training issues?” So it is identification of
able to provide us with a framework and advice fromproblems and then working out the appropriate
the public and private sectors, to make sure that—linkage and funding, where appropriate, for an
and certainly, given our regional science base, weappropriate solution.
have got to make sure that—we keep at the forefront
of competitiveness. It is headed by Colin Lucas, from
Oxford, and there are Southampton, Kent, Sussex

Lord Oxburgh and Surrey, the key research universities.

249. What about Foresight? There is a national 251. And London?
SET Foresight exercise, it has gone on several times (Ms Patel) We have always had a Science Council,
now, is that of any importance to the RDAs? we did not ever call it that, and we do not intend

doing that. We call it the Innovation Steering Group,(Ms Patel) As the Committee will be aware,
Foresight has changed radically and they are simply because London has creative industries as a

20 per cent job creator in London. We have research-focusing on very specific areas which may or may not
have regional significance, in the sense that you have intensive, creative arts and humanities in the London

Institute, the Royal College of Art, and we wouldeither the market or supply for it. The current areas
that are chosen, for instance, are flood prevention, oVend all of them if we called it a Science Council;
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but it does exactly what a Science Council does. It is 257. We do not want the documents, we want
your views.currently chaired by Sir Derek Roberts from UCL

and we hope, on his retirement, Sir Richard Sykes (Mr Brathwaite) We will do that10.
will take it over. (MrWard) Very briefly. Make sure that our targets

and measurements system reflects the qualitative,252. South West, are you intending to go that way?
and the long-term as well as the immediate, and(Ms Bull) We are actually researching this at the
quantitative.moment, looking for the most appropriate way to

take the concept forward. And, in reply to your
earlier question, about how comprehensively is the ChairmanSET base being harnessed, this would be a key. So we

258. Mr Brathwaite, did you have another point?will be looking to try to make sure that whatever we
(Mr Brathwaite) I think Michael finished for me.do is going to harness it in the most appropriate way,

getting the providers together and identifying how 259. You do not just work together, you are
they can best meet the demand. telepathic too!

(Mr Dunnett) If I had a third, it would be to ensure
that we can continue to allow the breadth of theChairman research base in our particular region, recognising

253. If I were to ask you, what two things would our strength in the private sector research of the UK,
you like us to recommend that will make you more that we retain the capability of having a broad
eVective as RDAs? research base, not just concentrating on one or two

(Mr Brathwaite) I think the bureaucracy question institutions. We are not coming against the issue of
would aVect us all, and if we are looking for real having very strong, centralised, excellent, world-class
productivity gains that would be one. and a limited number of major universities; but we

must enable our universities to combine teaching and
research and transfer, all three.

Lord Freeman
260. Thank you. Does anybody else want to add

254. Chairman, to help the Committee, could we anything?
have a paper on that, with specific comments? (Ms Bull) We fully agree.

(Mr Brathwaite) I will do better than that, I will (Mr Brathwaite) I would like to thank the
send you the documents; that will change Your Committee for its interest in the RDAs and the work
Lordships minds. that we are doing in science and technology, and I

hope that your Lordships will take it away and use
it well.

Chairman
Chairman: I am sure we will use it well. Thank you

255. No, please just summarise it. all, ladies and gentlemen, for coming today, it has
(Mr Brathwaite) That would be one. been most helpful to our Inquiry and we appreciate

it very much.

Lord Freeman
10 See the immediately following supplementary

256. Was that a “yes”? I think it would be very memorandum.
helpful for the Committee.

(Mr Brathwaite) Yes, I will send that for you.

Supplementary memorandum by the South East England Development Agency (SEEDA)

1. As invited, this note supplements the oral evidence given by the Chairman and Chief Executive of
SEEDA on 18 March.

Regulatory Burdens

2. Two aspects of regulatory burden were mentioned, on which we comment further as below.

(a) Regulation imposing costs on business, which inhibit the contribution of individual businesses to
economic growth, productivity and employment in the South East region, as elsewhere

3. The nature and potential impact of these costs have been extensively documented by business
organisations such as the CBI, the British Chambers of Commerce and the Federation of Small Businesses.
Within Government, the Better Regulation Task Force has reviewed many aspects of regulation. We cannot
usefully add to this extensive literature, save to comment that concerns about the adverse impact of regulation
are frequently raised in SEEDA’s discussions with business about the factors inhibiting competitiveness in
the region.

(b) Regulation imposing cost and burdens on SEEDA itself, and on its partners, in the process of
delivering strategy and programmes to improve the economic performance of the region
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4. This issue has also been considered by the Better Regulation Task Force, and we would commend its
July 2002 Report Local Delivery of Central Policy1 which explores important aspects of these diYculties.

5. So far as SEEDA itself is concerned, we have to conduct our business in accordance with numerous
guidance documents totalling some 1,400 pages (see attachment for details). These guidance documents have
been developed at diVerent times, often in isolation from each other and inevitably embody contradictions
and ambiguities as they come from several departmental sources. While some of this is useful and necessary
to ensure appropriate public accountability, it also demands much eVort in planning and reporting systems,
some of which serves no useful purpose and strains our relationships with partners who are delivering on
our behalf.

Performance Measurement

6. While we recognise that devising relevant measures is no easy task, the guidance to Regional
Development Agencies embodies performance metrics that do not provide an adequate basis on which to
demonstrate performance. A structure of “Tier 2” Targets (11 in all) and “Tier 3” milestones/outputs (five
core and up to 12 supplementary at the discretion of each RDA) is in place.

7. Conceptually, the latter (and especially the core milestones that provide the main basis for annual
performance monitoring) are inadequately related to the main function of an RDA—namely, to act as a
strategic agency for the delivery of the sustainable economic development and regeneration of its region.
Many of our most important activities as a catalyst and facilitator of eVective action by many other
institutions, businesses and partners can be captured only under the one catch-all Tier 3 milestone defined as
“strategic value-added”.

8. Support for innovation, science and technology, and entrepreneurship requires a longer view than one
year, and can lead to positive outcomes not measured by current targets. Yearly targets can lead to short
term projects.

9. The innovation indicators in Tier 3 milestones are particularly weak in the context of SET. At the Tier
2 level, GDP and productivity indicators are linked in a complex way which is hard to measure.

10. We emphasise the need (following the SPRU/Russell Group Report2) for metrics that are

1. both qualitative and quantitative;

2. SMART (Simple, Measurable, Actionable, Relevant, reliable & reproducible and Timely); and

3. have suYcient flexibility to allow variation in regional and individual HEI focus.

11. It is important that these metrics should be developed in partnership with universities and all interested
parties including HEFCE, Research Councils, DTI and OST

ANNEX

DEPARTMENTAL GUIDANCE FOR RDAs

Document Date Origin No. of Aim
Pages

1. Single Programme Appraisal November DTI 19 Mandatory guidance on the
Guidance 2001 appraisal and evaluation of

RDA single programme
spending.

2. Appraisal and Evaluation in January 2003 HM Treasury 114 High level appraisal guidance
Central Government (The for all public sector funded
Green Book) programmes and projects.

3. Option Appraisal of March 2000 Department 79 Guidance on all expenditure
Expenditure Decisions (The for Culture, decisions regardless of the
White Book) Media and source of the finance of that

Sport expenditure within the
Department or a sponsored
body.

1 Text available on www.brtf.gov.uk/taskforce/reports/LocalDelivery.pdf
2 Measuring Third Stream Activities, SPRU, April 2002—text available on www.clo.cam.ac.uk/final—russell—report.pdf
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Document Date Origin No. of Aim
Pages

4. Management of Risk—A January 2001 HM Treasury 19 A guide to developing a
Strategic Overview (The strategic framework for the
Orange Book) organisational consideration

of risk.

5. Government Accounting HM Treasury 600 Provides guidance on the
2000 (The Red Book) accounting and disclosure

requirements applicable to
trading funds, non-
departmental bodies and
Next Steps agencies.

6. The 3R Assessment OYce of the 171 Guidance on the appraisal of
Guidance (Regeneration, Deputy Prime interventions in the general
Renewal and Regional Minister areas of regeneration,
Development – Guidance on renewal and regional
the Assessment of development.
Interventions with Spatial
Impacts)

7. OGC Gateway Review 2001 OYce of 60 Guidance on the
Government management of large,
Commerce complex or novel projects

involving procurement or
partnering.

8. RDA Performance April 2002 DTI 20 Guidance on reporting of
Monitoring Framework single programme
Guidance (draft) performance and delivery of

the regional economic
strategies and corporate
plans.

9. Guidance Note on the September DTLR 29 Guidance on disposal, grant
Disposal of Land, including 2001 or relinquishment of any
Built Assets (draft) interest in land.

10. Tier 2 Technical Note 2002 DTI 15 Defining outputs

11. Tier 3 Technical Note 2002 DTI 12 Defining outputs

12. Regeneration Projects— May 1999 DETR 143 Guidance on regeneration
Project Appraisal and project appraisal guidance
Partnership Performance and methodologies.

13. New Deal for Communities October 2000 DETR 71 Guidance outlining appraisal
and the Single Regeneration processes on NDC and SRB
Budget (project appraisal projects.
and approval)

14. Project Assessment for Nov 2000 Objective 1 30 Guidance on the assessment
Objective 1/ERDP Schemes of applications for project
(Technical Assessment based schemes under
Framework) Objective 1 single

programming documents and
England Rural Development
Programme.

15. European Community State June 2001 DTI 48 Guidance on European State
Aids aid and rules.

April 2003
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FRIDAY 21 MARCH 2003

Present:

Freeman, L. Patel, L. (Chairman)
Methuen, L. Thomas of Macclesfield, L.
Oxburgh, L.

Memorandum by the Science and Industry Council of the North East of England

1. Introduction

1.1 This evidence is provided by the Science and Industry Council of the North East of England. The
Science and Industry Council has been established at the instigation of One NorthEast, the Regional
Development Agency, to oversee the Strategy for Success programme. This programme is concerned with
maximising the contribution of the North East of England’s scientific and research base to wealth creation
and the development of the Region.

1.2 The evidence provided here encompasses a description of the Council, its objectives, composition and
progress. It describes the Strategy for Success and the manner in which the Strategy brings together various
stakeholders, particularly industry and academia. The paper also discusses key issues, which have been
identified as aVecting the development of Science, Engineering and Technology (SET), and concludes with a
series of observations and recommendations.

1.3 The Council welcomes this inquiry. The Council believes that SET is of central importance to the
development of regional economies, and thereby to RDAs. The Council also believes that the regional
dimension of SET is of major significance to national policy objectives.

2. The Science and Industry Council

2.1 The Science and Industry Council was established in December 2001 at the instigation of One
NorthEast, the Regional Development Agency for the North East of England. The overall purpose of the
Council is to oversee the further development and implementation of the Strategy for Success programme,
developed by One NorthEast in conjunction with regional partners. In addition, the Council enables high
level communication between Universities, industry and the public sector through its members, and
champions the role of science and technology in the Region, and wider afield. The Council’s terms of reference
are listed at Annex 1.

2.2 The Council comprises very senior representatives of Universities in the Region, science based
companies (including multinationals and small and medium sized enterprises), and the public sector. The
Council is chaired by Sir Ian Gibson, one of the UK’s most respected industrialists, and includes three Vice-
Chancellors. A full list of members is provided at Annex 2.

2.3 The Council has met every three months since its establishment, and has proven most eVective. It has
advised and guided on the implementation of the Strategy for Success programme, in the manner envisaged
by One NorthEast. Further, it has quickly been accepted as an authoritative body in respect of science and
innovation matters, by key stakeholders in the Region, including businesses and their representatives,
Universities and local and regional government. The Council has also proven an eVective forum for the
interchange of views and information, between the three main stakeholder groups.

2.4 The Council was launched in the Region by the Prime Minister and Minister for Science in July 2002,
and held a briefing for Parliament at the House of Commons in October 2002.

3. Overview of Strategy for Success

3.1 One NorthEast, in association with regional partners, has developed the Strategy for Success to achieve
long-term structural change and sustainable regional development, by boosting productivity and
international competitiveness through the eVective exploitation of science, innovation and Research and
Development.

3.2 The science and technology base of the North East is a key regional asset, able to generate new
products, processes, and services in the Region’s businesses, and to create an attractive environment for
investment, growth and sustainable employment. The Strategy for Success is a major programme of activities
and investment to capitalise on this asset in our Universities and businesses.
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3.3 The Strategy for Success is developing five Centres of Excellence. The purpose of these Centres is to
act as the focal point for the commercialisation of science in the Region. This commercialisation can be
achieved by three principal routes:

— New companies spinning oV from the science base;

— Transfer of technology to existing companies;

— Attraction of new companies or investment to the Region to link with the science base.

3.4 The Centres will act as the link between the science base and commercial applications, through a range
of activities, including the further development of a technology, the provision of proof of principle
capabilities, the identification of commercial opportunities, the identification of market needs, assistance with
Intellectual Property Management, and eVecting technology transfer. The Centres explicitly seek to
understand and take account of the needs of science and academia and the needs of business.

3.5 It is the view of the Council that science is the domain of business as well as academia. It is clear
however that gaps between the two need to be bridged. Industry is more likely to invest in scientific research
if linkage mechanisms are present. The Centres provide this link mechanism. The Centres will enable
industrial needs to be incorporated into research planning as it is clear that in many cases the research outputs
of Universities do not match with the knowledge requirements of regional businesses.

3.6 The Centres are a means of facilitating collaboration between various R&D groups within Universities
and industry, thus achieving critical mass, as well as a greater understanding between providers and users
of science.

3.7 The five Centres of Excellence are concerned with:

— New and Renewable Energy;

— Process Industries;

— Life Sciences;

— Digital Technology and Media; and

— Nanotechnology, Photonics and Microsystems.

3.8 Each Centre varies in terms of its specific activities and organisational form, reflecting the specific
requirements and current status of the technology, the research base, and industrial needs. Centres have both
physical and virtual elements. They are enabling University researchers to work alongside industrial
developers. Further detail of each Centre is provided at Annex 3.

3.9 The five areas of technology have been identified on the basis of:

— research activity in the Region of existing or potential world-class strength; and

— the capacity to generate competitive products, processes and services in the Region’s businesses.

This identification was made following an extensive review of the Region’s research base undertaken by
Arthur D. Little Ltd. in 2001 and 14 studies of industrial clusters in the Region (in addition to the substantive
outcomes of these studies, the process by which they were undertaken, which involved extensive management
and participation by the stakeholders, has been of significant benefit in the subsequent implementation of the
Strategy). Extensive analysis has also been made of international best practice. Where appropriate, key
features have been adapted to the context of the North East and incorporated into the design of the Strategy.

3.10 The Centres are supported by NorthSTAR, which provides access to finance, IPR development, and
business development. NorthSTAR will develop further the North East Centre for Scientific Enterprise
(NECSE) which is currently funded by OST.

3.11 Strong progress has already been made with the development of the Centres. Shadow Boards have
been formed drawing on industry and Universities, and these have developed business plans for each Centre.
The RDA has allocated substantial expenditure items for each Centre (see Annex 4). Further investment is
being sought from European Structural Funds, technology-specific national and European programmes and
industry, as well as drawing upon mainstream University funding. This level of funding, concentrated on
specific areas of activity, is substantial compared with levels of funding previously allocated for such
activities.

3.12 Five Chief Executives of international standing have been recruited (see below), and these are now
recruiting their teams. The Centres are being constituted as Companies Limited by Guarantee. The
constitutional form of the companies has been developed to provide maximum autonomy to enable flexibility
and the development of long-term sustainability, while providing suYcient safeguards for the public funding
invested. The business plans being developed by each Centre all aim to achieve a financial position
independent of the RDA within five years.

3.13 It is the view of the Council that this objective of developing science within the Region, to the benefit
of wealth generation within the Region, can only be achieved to the maximum extent possible if the Centres
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are world-class, in terms of the quality of the science they are facilitating and the competitiveness of the
activities they are giving rise to. This implies the need for world-class people and facilities. In order to recruit
the five Chief Executives, an international recruitment programme was undertaken, with internationally
competitive remuneration packages being oVered. Five exceedingly capable and respected individuals have
been attracted, with significant academic and industrial experience. All are credible within academic science
as well as being experienced with business at senior levels.

3.14 It is for these reasons of achieving international excellence that only five areas of science and
technology were identified for development as Centres of Excellence (see above). Furthermore, as the detailed
plans are being developed, it is becoming clear that development will be concentrated on activities within these
broader headings, where the Region has a clear international position.

4. Key Issues Affecting the Development of SET in the Regions

4.1 The Council believes that it has made significant progress over the last 15 months. However, there are
a number of impediments which are limiting progress.

4.2 Fragmentation of Public Expenditure

There are a number of programmes concerned with achieving similar objectives relating to the development
and use of SET. Many of these programmes are not aligned and, as a consequence, the maximum return for
public expenditure is not achieved. This observation applies to HEFCE and Research Council funding which
is not necessarily aligned with regional spend, either that from the RDAs or such sources as European
Structural Funds. In the North East, we are seeking wherever possible to achieve maximum alignment of
those activities in our control, with other programmes. We are also aware that a dialogue has commenced
between the RDAs and the Research Councils, however, it is clear that there is room for greater alignment.
For example, within the Regions, there are significant resources available for capital expenditure, which could
be complemented by Research Council funding for research activity.

4.3 Institutional Mismatch

It is clear that a number of the principal institutions engaged in SET activities have diVering objectives,
in general legitimately so. The most clear example is the undertaking of research, often for non-commercial
purposes, within Universities, and the requirements of industry. This can lead to research being undertaken
in areas which do not match with the requirements of industry. Even where research is being pursued in areas
sought by industry, there is often a gap in the form of the research output produced by the University and
the form required by industry. This mismatch may also apply at the level of the Region. In many cases, the
research outputs being produced by the Region’s Universities diVer from the knowledge requirements of the
Region’s industries.

4.4 Fragmentation of Research Activity

A further form of fragmentation relates to the research activity between Universities. This is clearly the
case at the regional level and a key objective of the Strategy for Success is to achieve greater critical mass by
bringing together complementary activities of the Universities through the Centres of Excellence. We
recognise that the achievement of greater critical mass of research is an objective of Government. However,
we are concerned that the proposal to create 6* research departments, as proposed in the Higher Education
White Paper The Future of Higher Education, may not be the most appropriate route in its entirety. Rather
we would recommend a range of approaches for achieving such critical mass, including concentration
through such mechanisms as Centres of Excellence.

4.5 Capacity within Institutions

The development of SET activities is constrained by limitations within relevant institutions. Largely this
relates to lack of knowledge and understanding of the full extent of SET related policy issues. Within RDAs,
there are small groups of individuals with expertise in these areas, but such knowledge is not widespread.
Within Universities, there remains limited understanding of the needs of business, although there are strong
exceptions and this is improving. Similarly with businesses, although there are examples of good practice,
many companies do not understand how to access University research.
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4.6 Spurious Regional/National Conflict

It is often suggested that national SET activities which seek to support excellence on a national basis are
incompatible with a regional strategy for SET to achieve balanced regional development. We reject this
argument as spurious. As noted previously, we do not seek to support activity that will not be world-class.
We argue that activity that is not world-class will not enable the Region to be competitive in a global market.
We suggest that world-class activity can be supported in all Regions to national benefit (for example, by
avoiding increasing problems of congestion and labour costs), while at the same time supporting regional
development.

5. Conclusions and Recommendations

5.1 The Council believes that the Strategy being developed in the North East of England by the RDA and
partners, and overseen by the Council, will address some of the critical issues facing SET, particularly the
linkages between Universities and the research base, and industry.

5.2 There are a number of key features of our approach, which we believe to be of particular importance:

— The focus on world-class excellence;

— The concentration of resources on a limited number of technologies, which meet the world-class
standard, and are based on existing strengths in the Region;

— The establishment of new institutional mechanisms, Centres of Excellence, to bridge the gap
between Universities and industry;

— The achievement of critical mass in research and development, through the Centres of Excellence;

— The attraction of internationally proven individuals to lead and develop key activities; and

— The creation of a Science & Industry Council comprising senior representatives of Universities,
industry and the public sector, to guide development and to enable communication.

5.3 In addition, we would make a number of further recommendations to improve SET policy in the UK:

— Develop integrated approaches to funding SET, which take explicit account of regional
expenditure.

— Improve the linkages between research and regional industry by continuing to build on such
mechanisms as HEIF and other regional initiatives to enable improved technology transfer, and
incorporate the needs of regional industry into decisions aVecting research activity.

— Pursue critical mass in research and development, but not necessarily through 6* departments.
Collaborative mechanisms such as the Centres of Excellence oVer an alternative approach.

— Introduce programmes to enhance the understanding of SET by policy makers.

— Recognise the potential advantages that can be achieved through a regional approach to SET
policy, which enables regional development and is nationally co-ordinated so that national
objectives are met.

— If Science and Industry Councils are to be established in each Region, it should be possible for
Regions to work together with national policy and funding bodies to identify strengths and build
complementary world-class excellence in each Region.

February 2003

Annex 1

SCIENCE AND INDUSTRY COUNCIL TERMS OF REFERENCE

— Guide and advise One NorthEast in the development and implementation of the Strategy for
Success;

— Promote the Strategy to other partners and relevant parties;

— Act as an influential voice for science and technology to attract public and private investment to
the Region;

— Foster productive partnerships between industry, commerce, policy makers, support organisations
and Universities and Colleges;

— Determine the structure and composition of the management structures of the Centres of Excellence
and NorthSTAR;
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— Establish the terms of reference and scope of activity of the Centres of Excellence and NorthSTAR;

— Determine the business plans and strategies of the Centres of Excellence and NorthSTAR.

Annex 2

MEMBERSHIP OF THE NORTH EAST SCIENCE AND INDUSTRY COUNCIL

Council Members

Sir Ian Gibson Chair—Science and Industry Council
Professor Janet Bainbridge EPICC
Charles Bragg Procter & Gamble
Professor Sir Kenneth Calman University of Durham
Mike Collier One NorthEast
Bob Coxon ICI
Professor Christopher Edwards University of Newcastle
Professor Derek Fraser University of Teesside
Richard Maudslay House of Hardy
Lord David Puttnam Enigma Productions
Chris Thompson Express Engineering
Professor Gordon Edge Scientific Generics
Michael Stephenson Helena Biosciences

Observer

David Slater Government OYce North East

One NorthEast Secretariat

Neil Mundy Director of Integration
Chris Pywell Head of Strategy for Success Team
Dr Caroline Gladwell Science and Industry Council Policy Manager
Gillian Durkin Strategy for Success Executive

Annex 3

CENTRES OF EXCELLENCE

New and Renewable Energy (NaREC)

The North East of England provides ready access to world-class capabilities in the marine, oVshore oil and
gas, power generation and renewable energy sectors. The Region has innovative companies developing new
technologies, and world-class research in our Universities. The Region has pioneered the development of
Renewable Energy, such as the Blyth OVshore Wind Farm and the EEST Wave Testing Facility.

Process Industries

The key objectives of this Centre are to:

— Develop a self-sustaining capability in technology and management necessary for the regeneration,
diversification and growth of the Process Industries;

— Provide a demand-led management process that will enhance and enlarge the contribution of the
Universities through improved focus and eVectiveness of programmes in both applied research and
education; and

— EVect a major improvement in the commercialisation of relevant technologies (in partnership with
NorthSTAR), and to support emergent businesses through to full scale manufacture.

To ensure delivery of the above, the initial thrust of the Process Industries Centre will be directed to prove
excellence in two related areas:

— Advanced Manufacturing and Process Design

— New Product Development in Material Properties
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The prime purpose of the Centre will be to deliver Applied Research in both of these areas. Industry-
sponsored programmes will be established to build on the international capabilities of Universities in the
Region and beyond.

Nanotechnology, Photonics and MicroSystems

This Centre is based on a strong and developing partnership between Universities in the Region and the
private sector. Independent studies have highlighted the internationally competitive position of Newcastle
University in biomedical nanotechnology, nanobiotechnology and process intensification, and of Durham
University in polymer science, molecular electronics and photonics. Research strengths across all five North
East Universities include:

— Biotechnology: protein chaperones, DNA delivery, protein and tissue engineering, drug delivery;

— Sensors: environmental, chemical/gas, biological, inertial;

— Materials: thin films, coatings, nanoscale functional characterisation, failure analysis;

— Spintronics, molecular and bio-devices, molecular wires, self-assembled devices, organic LEDs.

Nanotechnology developments are very closely related to those in the Photonics and Microsystems fields.

Life Sciences

The main purpose of CELS is to develop a globally competitive technology exploitation and
commercialisation focus in the North East, thus generating new businesses and jobs. The key objective of
CELS is to identify the key areas of regional scientific excellence and the parallel platform technologies
synergistic to their development.

A strong and broadly based bioscientific research portfolio currently exists in the Region with activities
spanning medical, agriculture and environmental areas. Scientific hotspots have been identified including
ageing and health, oncology, human development, and plant biotechnology. Complementary to the
development of these hotspot areas is the need to identify and develop enabling technologies such as
bioinformatic tools.

Digital Technology & Media

DigiCoE will bring together the Region’s existing strengths in its Universities and companies to create
world-class capabilities. It will enhance this capability by research and training. It will launch new products
and services, bringing together the converging technologies of digital hardware, software and media content.

The Region’s digital community is committed to implementing inclusive, transparent and proactive
activities which will enable our digital industries to grow in technical, business and creative expertise, creating
world-class excellence, wealth and jobs.

Annex 4

RDA ALLOCATIONS (paragraph 3.11 refers)

2002/3 2002/3 2003/4 2003/4 2004/5 2004/5 2005/6 2005/6 Capital RevenueGRAND
Name Capital Revenue Capital Revenue Capital Revenue Capital Revenue Total Total TOTAL

NorthSTAR 100 158 1,000 384 2,000 1,100 2,000 1,100 5,100 2,742 7,842
Science and Industry Council 205 500 400 400 1,505 1,505
Centre of Excellence— 250 325 700 1,600 1,000 2,000 2,000 2,000 3,950 5,925 9,875
Process Industries
Centre of Excellence—Digital 450 273 1,000 1,000 2,000 1,795 2,000 2,000 5,450 5,068 10,518
Technology and Digital
Media
Centre of Excellence— 1,696 538 2,250 1,281 2,078 760 4,000 2,030 10,024 4,609 14,633
Nanotechnology & Photonics
Centre of Excellence— 2,475 583 2,800 1,500 7,272 1,200 2,000 2,000 14,547 5,283 19,830
Renewables
Centre of Excellence— 1,460 398 1,200 1,800 1,200 3,616 1,500 2,500 5,360 8,314 13,674
Life Sciences
Northern Business School 22 250 250 250 772 772
Reserve 48 48 48
UIC Funding 3,949 1,381 1,081 560 3,949 3,022 6,971
Innovation Action fund 250 250 250 250 500
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2002/3 2002/3 2003/4 2003/4 2004/5 2004/5 2005/6 2005/6 Capital RevenueGRAND
Name Capital Revenue Capital Revenue Capital Revenue Capital Revenue Total Total TOTAL

Foresight North East 150 150 300 300
Creative Industries 200 50 200 50 250
Development Fund
B2B one Hub Teeside 400 600 1,000 1,000
University
NorthSTAR 1,000 384 2,000 1,100 3,000 1,484 4,484
Science and Industry Council 200 200 400 400
Automotive Sector Cluster 125 125 250 250
Development
Innovation Support 250 250 500 500
Northern Film and Media 300 150 300 150 450
Devco/Northstar 2,000 1,100 2,000 1,100 3,100
Science and Industry Council 150 150 350 650 650
Innovation Management 200 200 200
Team
Business to Business 70 70 70
Chemical Sector 100 100 100
Development (TCI)
The Agility Project 30 50 50 80 50 130
University of Newcastle 14 14 14
Institute for Nanotechnology
New and Renewable Energy 205 205 410 410
Centre—Accommodation
University of Newcastle— 418 418 418
UIC
Best Practice Dissemination 1,253 1,381 2,634 2,634
(Accelerate)
Engineering Fellows 530 542 555 1,627 1,627
(Accelerate)
Digital Factory (Accelerate) 603 888 1,491 1,491
GRASP Project 1,205 1,205 1,205
Process Industries Innovation 700 1,600 1,000 2,000 1,700 3,600 5,300
Centre
Centre of Excellence—Digital 1,000 1,000 2,000 1,795 3,000 2,795 5,795
Technology and Digital
Media
Nano-microfabrication Unit 15 15 30 30
Pharmaceutical 31 37 68 68
Nanotechnologies
University of Durham Nano 57 57 115 115
Materials Centre
UIC in Nanotechnology 250 250 250
Centre of Excellence— 82 78 91 78 173 251
Nanotechnology, Photonics
& Microsystems
Centres of Excellence— 500 1,295 6,272 1,000 7,772 1,295 9,067
Renewables
Newcastle/Gateshead Science 80 80 160 160
and Festival
Centres of Excellence—Life 1,000 1,220 1,000 2,336 2,000 3,556 5,556
Sciences
Durham University—UIC 458 458 916 916
Funding
Teesside University—UIC 58 38 96 96
Funding
University of Northumbria— 77 53 129 129
UIC Funding
Sunderland University—UIC 70 12 82 82
Funding
University Gateway 250 250 250
Knowledge Company 70 70 140 140
Centre of Excellence— 2,000 2,000 2,000 2,000 4,000
Process Industries
Centre of Excellence—Digital 2,000 2,000 2,000 2,000 4,000
Technology and Digital
Media
Centre of Excellence— 2,000 2,000 2,000 2,000 4,000
Nanotechnology & Photonics
Centre of Excellence— 2,300 995 2,000 2,000 4,300 2,995 7,295
Renewables
Hydrogen and Fuel Cell 200 200 500 200 700 400 1,100
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2002/3 2002/3 2003/4 2003/4 2004/5 2004/5 2005/6 2005/6 Capital RevenueGRAND
Name Capital Revenue Capital Revenue Capital Revenue Capital Revenue Total Total TOTAL

Economy
Centre of Excellence—Life 200 500 200 1,200 1,500 2,500 1,900 4,200 6,100
Sciences
University Innovation Centre 30 30 30
Future Focus for
Sustainability
Biobank 200 200 1,100 300 1,500 300 1,800
Institute of Photonics 150 500 5,500 6,150 6,150
Institute for Bio informatics 550 200 150 500 900 500 1,400
Regional Biotechnology 150 150 3,700 300 4,000 300 4,300
Incubator
Broadband Fund 525 100 625 625
Knowledge Campus 194 106 300 300
Knowledge Campus 1,790 1,436 525 137 435 3,363 960 4,323
Broadband Fund
Regional Telco/ICT Board 100 100 100
TOTAL 10,380 3,931 20,034 22,902 31,012 27,313 37,087 26,920 98,513 81,066 179,579

ONE NORTHEAST 121,375 90,141 135,178 115,001 127,429 118,073 135,692 122,892 519,674 446,107 965,781
TOTAL FUNDING

PERCENTAGE 9% 4% 15% 20% 24% 23% 27% 22% 19% 18% 19%

CAPITAL/REVENUE 2002–03 2003–04 2004–05 2005–06 TOTAL
TOTALS

STRATEGY FOR 14,311 42,936 58,325 64,007 179,579
SUCCESS

ONE NORTHEAST 211,516 250,179 245,502 258,584 965,781
TOTAL FUNDING

PERCENTAGE 7% 17% 24% 25% 19%

Please note that the Agency’s Corporate Plan for 2003–06 is currently with DTI for approval. The figures
cited could therefore be subject to change.

Memorandum by The Northwest Science Council

The Northwest Science Council is pleased to be able to respond to the Science and Technology Committee’s
Call for Evidence.

The Northwest enjoys the UK’s strongest research base outside London and the South East. Exploiting
and further strengthening our research base is fundamental to the region’s future—creating jobs, generating
wealth and underpinning the growth of vibrant science-based business sectors. It will require continued
partnership between business, universities and the public sector across the Northwest, guided by a coherent,
soundly based science strategy. The Regional Development Agency is in a unique position to bring together
the partners, facilitate progress, and channel the necessary resources to turn commitment into action and into
results. The Northwest Science Council and the NWDA work closely together to ensure that our region
achieves its science vision:

“England’s Northwest will be renowned as an area of world-class scientific achievement, creating a
magnet for talent and science investment, a powerful driver for innovation and enterprise, and an
eVective force for delivering benefits to health, the environment and society”.

The Background: Promoting Science in the Northwest

Following a wide-ranging review of the region’s science base, the Northwest created the country’s first
regional Science Council in 2001. Chaired by Sir Tom McKillop, Chief Executive of AstraZeneca plc, the
Council includes senior executives from the leading research-active companies in the region, representatives
of the region’s Universities, the NHS and the public sector. The Chief Executive of the NWDA is a member.
The Council sets out to:

— Act as an influential voice for science and the private sector in seeking to secure resources and
commitment to the development of the science base in the region.

— Act as an advocate for the science base and the development of the regional economy.

— Assist in developing an eVective and productive relationship between the science base and industry.
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— Focus attention on a few priorities for action, and give weight to corresponding funding proposals
and influence the manner in which resources are distributed.

An early objective of the Council was to produce a long term strategy to help create jobs and position the
Northwest as a centre of excellence in scientific research and development. Launched in October 2002, the
Northwest Science Strategy is the first of its kind for any English region. It demonstrates our shared
determination to build our region into something special in science and, by working together, to compete
internationally.

The RDA is key to this endeavour. The NWDA led the creation of the Northwest Science Council, provides
its secretariat and follow-through capability, and is the channel for translating the Strategy into measurable
action. The Agency has rightly set out to work with all the regional partners to ensure both the excellence
of the science base and its eVectiveness in supporting regional economic development. In doing so, regional
boundaries will not be a rigid constraint: the Northwest will work, in fact does work, with other RDAs and
with partners elsewhere for mutual benefit.

The Sub-Committee’s Questions

(a) How and to what extent do RDAs develop and exploit SET to stimulate employment, employment
opportunities, regeneration, wealth creation and improved skill levels?

Since their creation, RDAs have progressed rapidly in recognising the importance of SET to the economy,
with impacts too on cultural and social dimensions of regional development. Equally, through recruitment
and regional research they have developed the capacity to understand the science base and make well-founded
decisions about it. We welcome the considerable interest that other RDAs have taken in science at a regional
level and in developing structures similar to Northwest Science, following our lead.

The Northwest Science Council is the central mechanism for advising and guiding the RDA and the region
as a whole on these issues. Its key advantage is that it enables a consensus to be developed involving all the
key partners, including representatives of the academic science base and the businesses through which science
is translated into jobs and prosperity for the region and beyond. Leading research-active companies are
represented by some of their most senior executives, and through working with the region’s cluster teams—
again brought together and facilitated by the RDA—the process of discussion, consensus building and
strategy development is extended across a much wider range of firms. The Council, with the RDA, actively
supports cluster development and networking, and the progress of initiatives such as BioNoW shows the
potency of this approach.

The Council’s views carry a great deal of weight in RDA decision making and follow-through, with the
result that in textiles and nuclear energy for example, resources have been targeted on those areas where they
can make a real diVerence to the Northwest.

Not surprisingly, our Science Strategy addresses directly the relevance of SET to employment, employment
opportunities, wealth creation and improved skill levels. For example:

“We must create and maintain a science base that provides active support for industry in the region—
providing new knowledge and developing understanding; .... listening to industry in choosing areas of
science and in addressing technology exploitation; and staying connected to industry by active and
eVective technology transfer and by the migration both ways of highly competent people.”

“Education will play a key part—both in creating an awareness and an excitement about science, and
in ensuring a supply of well-trained people for the future whether as scientists and technologists, or as
participants in business or the public sector who understand and appreciate science and its role in
their lives.”

Implementation of the Strategy will be linked closely to the Framework for Regional Employment and
Skills Action (FRESA), which is designed to ensure that the region’s skills needs are identified and met. Less
directly, the Strategy also supports the regeneration agenda through the creation of new business and
employment opportunities, often in urban areas.

The commitment of the Northwest to the exploitation of science, engineering and technology for the
economic and social benefit of the region, and the role of the RDA in achieving this, are clear. It needs to be
stressed, however, that none of this is at the expense of excellence in the science itself—in the research work
of the region’s Universities, in teaching and study, and in the world-class R&D base of many private sector
companies. Indeed, it is our belief that building and sustaining fundamental scientific excellence, and its
exploitation, go hand in hand. That is why we are no less committed to enhancing the basic scientific capacity
of the region in a number of areas where gaps exist. Action has already been taken—in molecular imaging,
in the National Biomanufacturing Centre initiative, in backing development of an Aerospace Innovation
Centre, and in other ways. Priorities for the immediate future include investments in clinical trials capability
and clinical expertise for the life sciences; in the creation of a university chemistry capability at 5* level; and
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in a multidisciplinary science base to support the region’s nuclear energy industry and to enhance other areas
such as nuclear medicine. Capacity building in these and other areas is essential if the region is to realise its
full potential. On the basis of these priorities the RDA then champions implementation, by “pump-priming”
funding, by building connections between stakeholders and by pressing for support on national and
international levels.

(b) How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

Northwest Science provides the RDA with an authoritative, consensus view on how best to take advantage
of advances in SET. It enables the RDA to take due account of national policies and initiatives but at the
same time ensure that regional strategy and action are not determined solely by national considerations.
Provided that RDAs also continue to build the necessary internal capacity to engage in informed dialogue
with the science base and the user communities, they can and should be intelligent, well-informed facilitators
of and participants in the development of science strategy for regional benefit. They provide a clear channel
to serve current and emerging industry needs in key clusters, and make the most of regional strengths. This
year, the Council will address the science issues raised in connection with the education and Foresight
agendas, and assist the RDA to develop an integrated response.

The Northwest’s Science Strategy is the region’s Strategy, not the RDA’s alone, but it is the RDA that is
primarily responsible for translating it into specific actions and facilitating access to the necessary resources.
A vital strength of the Strategy is that it is based not on a scientists’ “wish list” but on an in-depth assessment
of science and technology drivers in the key industry clusters, and on the judgement of experts from both
academic and industrial spheres.

(c) Do RDAs take full advantage of all available local, regional and national SET faxilities, expertise and funds
(including EU funds) in implementing their policies?

In the early stages of the RDAs, our impression is that the necessary skills and understanding for eVective
leverage of SET were insuYcient—perhaps inevitably so given their background and the diverse functions
which came together to form the Agencies. Much has changed. In the Northwest, concern over the science
base following the decision to locate the DIAMOND synchrotron project at the Rutherford Appleton
Laboratory rather than Daresbury acted as a wake-up call. The RDA performed a most valuable task in
helping to bring together regional interests to take a long hard look at the science base and turn a problem
into a launching pad for concerted, committed regional action. In doing so, it became perhaps the first RDA
to bring the key science partners together in a systematic and sustained way to support the economic
development of the region.

Our universities have developed an enhanced spirit of co-operation, shown in tangible co-operation—
whether in the proposed creation of a new University in Manchester, which leading business figures believe
will be immensely beneficial, or in successful collaborations that have brought a Genetics Knowledge Park
and the SuperSTEM electron microscopy project to the region. These collaborations embrace other partners
from the research base and industry, leading to strong business support for important enhancements in
technology development infrastructure—such as, for biotechnology, the National Biomanufacturing Centre
in Merseyside and the Core Technology Facility in Manchester. Future collaborative ventures are planned:
for example, a steering group has been formed to ensure the Northwest is at the forefront of developments
towards a proposed National Energy Research Centre.

There remain, however, two key concerns. One is that public sector involvement in “outreach” from the
science base, and in particular the conditions attached to public sector funding streams, must not be allowed
to lead to a proliferation of small, poorly co-ordinated initiatives with neither the resources to make a
significant impact nor any clear path towards long term sustainability. The damage done by the failure or
stagnation of such initiatives taints both the participants and the image of subsequent initiatives. The Council
will work with the NWDA to encourage rationalisation, with greater co-operation between providers and an
unequivocal focus on economic benefit—not on “ticking the boxes” to satisfy the requirements of the latest
funding scheme.

The second concern is about resources. The UK’s level of R&D investment is widely acknowledged to be
inadequate, at 1.83 per cent of GDP (2000, ONS). Overall, the Northwest is performing a little better (2 per
cent of GDP in 19991). However, the figures below show that the overall figure masks a real mismatch between
business and public investment in R&D, with business investment on R&D well above the UK average while
public sector investment falls well behind.

1 1999 is the latest year for which the necessary data on regional GDP are available. The UK spend on R&D was 1.81 per cent
in that year.
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Per cent of GDP (1999) UK average Northwest

R&D performed within business 1.24 1.65
R&D performed within higher education institutions 0.56 0.34
and Government establishments

This in part reflects an imbalance in the location of national facilities, and the consequence is that the
Northwest is not able to take as full advantage of national SET funding as its weight in the UK population
or economy would suggest. We are doing what we can to raise our share—the Council is already achieving
advances in the quality and timeliness of funding proposals—but the imbalance remains a concern.

We welcome recent increases in public science investment in the UK as a whole, and we believe further
investment should be made both by business and the public sector with the objective of bringing UK R&D
expenditure up to the level of its major European partners and the USA. We believe that this further
investment should be applied to building capacity in those regions which at present receive lower public R&D
investment than is commensurate with their population, their share of GDP or the standing of their
science base.

(d) How do RDAs reach decisions on financial support for SET? How should success be judged?

Decisions on financial support for SET need to reflect both the excellence of the science and technology
involved and its relevance to strategic objectives, whether medium or long term, for the economy. Proposals
that perform poorly on either dimension should not receive RDA support: we do not believe in supporting
second rate science because it might help the region. The Council will wish to ensure that proposals have been
subjected to rigorous scientific peer review.

The Northwest Science Council has no direct control over funding. However, it guides and advises on RDA
funding allocation, acting as a key part of the regional appraisal process for science-related matters—and in
so doing, greatly strengthens the NWDA’s ability to back the best proposals. If, as we advocate, it is to be
selective and focused in its future funding allocations, the informed judgement of senior people from industry
and the research base will continue to be critically important.

In part, success will be measured by progress towards clearly stated targets, based upon the regional
economic strategy and supplemented by the measures and targets the Council has set for itself. Appendix 1
to this paper lists the initial metrics we have adopted. But success will also be reflected in the enhanced
reputation of the region as a centre of scientific and technological excellence, as a place to invest in science,
as a region oVering a flexible and fertile environment for exploitation by small firms and large, and as a
destination of choice for talented individuals building careers on a foundation of SET. The region’s academic
research teams will be recognised as world-class, and will be successful in winning national and international
research funding not because of any regional bias but on the basis of the excellence of their work.

(e) What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

The role for the RDA is threefold:

— as a stimulus to co-operation, bringing the key players together and initiating dialogue;

— as a facilitator, exemplified by NWDA acting as secretariat to Northwest Science, and developing
opportunities for joint investment and a common voice; and

— as an enabler, using its resources with the guidance of the regional business and scientific community
and working to help build world-class excellence in those areas where the region has real strength.

In fulfilling this role, the RDAs should give attention to four key lessons. First, a fundamental lesson from
the Northwest is that neither the RDAs nor other regional stakeholders should act alone. The Northwest’s
strategy is built on dialogue between business, university and the public sector in relation to science, leading
to a consensus on the necessary action and a wholehearted commitment to act together. In our view, the
regional level is for many purposes the right level on which to develop and build on such a consensus in the
UK: it may be significant that some economies that have eVectively leveraged science and technology
investment (such as Israel, Singapore and the Scandinavian countries) are of a size not dissimilar to an
English region.

Second, the need to encourage and deepen collaboration within the region will continue. Universities
should be encouraged (financially and in other ways) to work together—the goal noted above of building a
5* chemistry capability in the Northwest is one objective of doing so—while cluster promotion, backed by
the necessary funding for startups and for turning invention into innovation, should remain a priority.



minutes of evidence taken before the150

21 March 2003] [Continued

Third, and notwithstanding the importance of action on a regional level, there are important ways in which
regions—represented by their RDAs—must co-operate together. It is futile for every region to seek pre-
eminence right across each latest fashionable field of SET—whether bioscience, nanotechnology or ICT. It
should be possible for the relevant RDAs to agree who is best placed to take the lead in a particular niche,
building on distinctive strengths, and for others to support rather than compete. In this way, the interests of
the UK will be best served. As an example, we note the promising collaboration that has developed in
chemicals between the Northwest, the North East, and Yorkshire and the Humber. We strongly encourage
further co-operation between regions, based on realistic assessment of what can be achieved, and serious
prioritisation of eVort.

Fourth, the RDAs need to say “no” more often. As they continue to become better-informed strategic
thinkers on SET and innovation, the RDAs will be well advised to focus resources on fewer, larger initiatives
which can make a real diVerence to the region. Scottish Enterprise provides a good precedent for such a
focused approach in its support for biotechnology and microelectronics.

Conclusion

In our Science Strategy, we identified three things the region will need:

— Purpose—a shared determination to realise the vision.

— People—the talented individuals and teams, from world-leading scientific stars in our major
universities and companies, through talented graduates to young people that are fascinated by
scientific achievement and want to be part of it.

— Passion—the commitment and persistence that has long placed the Northwest at the forefront of
technology.

The Northwest has all of these. With the support and commitment of the RDA we are translating them
into a fourth “P”, plans—clear and implementable—in order to build a sustainable, competitive, knowledge-
based economy.

27 February 2003

APPENDIX 1

Northwest Science target measures

RIU % Regional Intelligence Unit, NWDA

Description Availability Source/Potential Source

Science Excellence
5* RAE ratings in science Available within RIU NWUA
Fellowships of professional societies Professional Societies
Research grant funding to universities Available within RIU— “Building on Success”,

General NW figure Publication from NWUA
sourced from NWUA.

Of which, Research Councils ! Wellcome Wellcome Trust Grant http://www.wellcome.ac.uk/
Information is available to en/1/awtpubreprec.html
September 2001.

European R&D grants

People
Workforce qualified to masters level Available within RIU Higher Education Statistics

Agency.
University academic staV in science etc NWUA
A-level science entries DFES
Public attitudes to science North West Science Council

Finance
R&D spend, and public/private split Available within RIU ONS—Region in Figures

Publication
Attracted corporate R&D To be determined
Capital investment/reinvestment in R&D To be determined

Exploitation
Patents originating in the region, 2000 Available within RIU UK Patent OYce
Science-driven start-ups ONS—Interdepartmental

Business Register
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Description Availability Source/Potential Source

Occupied incubation space Available NWDA
Additional & Related Data
Estimated Business Enterprise R&D By Available within RIU ONS
Region, 2000
Estimated Business Enterprise R&D By Available within RIU ONS
Region, 2000 (as per cent or regional labour
force)
Estimated Governmental (GOVERD) R&D Available within RIU ONS
By Region, 2000
Estimated Governmental Intramural Available within RIU ONS
Expenditure on R&D By Region
(GOVERD), 2000 (as per cent or regional
labour force)
Estimated Higher Education (HERD) R&D Available within RIU ONS
By Region, 2000
Government OYces Regional Breakdown Available within RIU ONS
of R&D performed within UK businesses,
1980–2001
Innovation Activity By Region, 2001 Available within RIU 2001 Innovation Survey
Innovation Activity By Size, Type and Available within RIU 2001 Innovation Survey
Region, 2001
Novel Product Innovation By Region, 2001 Available within RIU 2001 Innovation Survey
Novel Process Innovation By Region, 2001 Available within RIU 2001 Innovation Survey
Product Innovation By Region, 2001 Available within RIU 2001 Innovation Survey
Process Innovation By Region, 2001 Available within RIU 2001 Innovation Survey
Co-operation Agreements by Region, 2001 Available within RIU 2001 Innovation Survey
Innovation Abandoned or Not Yet Available within RIU 2001 Innovation Survey
Completed By Region, 2001
Innovation Related Expenditure, By Available within RIU 2001 Innovation Survey
Region, 2001

APPENDIX 2

Members of the Northwest Science Council

Chair: Dr Tom McKillop, Chief Executive, AstraZeneca.

Secretary: Mr John Burrows OBE, Director of Business Development, NWDA.

Professor CliV Bailey, Director of Research and Development, Department of Health and Social Care,
Research, Analysis and Information (North), NHS Executive.

Mr Keith Burnley, Executive Director, Northwest Universities Association.

Professor Richard Clegg, Director of Science, BNFL.

Dr Don Wilkinson, Head of Group Technology, Pilkington plc.

Dr Lambert Dopping-Hepenstal, Advanced Technology Director BAE Systems.

Professor John Garside, Board Member, Northwest Universities Association.

Dr David Higham, Director of Competitiveness & Infrastructure, Government OYce for the Northwest.

Mr Clive Jeanes OBE, Northwest Development Agency Board member.

Dr Alan McKinnon, Director of Laboratory, Unilever Research Port Sunlight.

Professor Michael Harloe, Chair, Northwest Universities Association.

Dr Hywel G Price, Director, Daresbury Laboratory.

Mr Jeremy P Scudamore, Chief Executive OYcer, Avecia Limited.

Mr Michael Shields CBE, Chief Executive, Northwest Development Agency.

Dr John Stageman, Vice President & Head of Enabling Science and Technology, AstraZeneca.
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Examination of Witnesses

Sir Ian Gibson, Professor Sir Kenneth Calman and Mr Robert Coxon, North East Science and Industry
Council and Mr John Burrows, North West Science Council, examined.

Can you also give us some indication of how theChairman
Science Council is funded?

261. Good morning, ladies and gentlemen. I (Sir Ian Gibson) I think the first point to make,
welcome you all—the panel and members of the speaking from the North East, is that ours is a science
public behind you. It is unusual for us to take formal and industry council. That is not just a matter of
evidence outside Westminster but we are pleased to semantics or the fact that, without it being that,
come to your patch rather than make you come to neither Bob nor I would be here today. It is about the
Westminster. This formal session follows our useful trust and the balance of understanding in the group.
visit yesterday2, and I repeat my thanks to the North It is meant not only to represent industry and the
East Council for its part in hosting that. For the research establishment, although there is some in
record, would you please begin by briefly introducing industry, in a way it is about promoting an
yourselves, perhaps starting at Mr Coxon’s end of understanding across that. The fundamental strategy
the table? of the RDA, which it called the Strategy for Success,

(MrCoxon) Thank you. I am Bob Coxon, I am the is about the use of technology to generate wealth.
Senior Vice-President of ICI and I am a member of And the use of science research to generate wealth
the Science and Industry Council. I have also built a and new enterprise was decided, I guess, about two
business in the North East based on technology years ago. One of its immediate prerequisites, in view
which has ended up as one of the leading businesses of the agency, was this joint leadership by the
in the world. I am Chairman of the pharmaceutical & scientific research community and the industrial
speciality cluster in the North East which represents community, hence the creation of the Science and
over 100 high technology companies based in the Industry Council. In one sense, I think it is probably
region. I am also Chairman of one of the five Centres unique in the UK. You have got representation at the
of Excellence. top level from the academic community, the research

(Professor Sir Kenneth Calman) I am Kenneth fraternity, from the private sector, from industry and
Calman, the Vice-Chancellor and Warden of the the public sector in the sense of the RDA itself. I
University of Durham. I have an interest in medicine think that in itself is a powerful tool. What it enables
and health and part of the Science and Industry us to do is to bring to the RDA a stream of guidance
Council here. It has several academics as part of it, and advice that it could not have within its own
particularly my colleague Chris Edwards from structure because it is impossible to find those people,
Newcastle and myself as the two vice-chancellors other than the heads of their own particular spheres,
from research-intensive universities. Through that I to influence and to understand and to bring it in such
have a network across the North East within the a way that there is debate over doing it. What we
universities and industry trying to promote and found is, in addition, it provides us with a very useful
develop the science, research and industrial tool, frankly, a voice, a united voice within the region
commercial links which are quite strong in the and beyond the region about the benefits of science,
North East. about the uses of research, about the opportunities to

(Sir Ian Gibson) Ian Gibson, I am presently a bring wealth from it, because all sides are
director of three FTSE businesses. I was in the auto represented, and to generate an understanding and
industry for 30 odd years, the final 18 of which were openness of relationship within the broader
leading and heading the Nissan establishment, (a) in community. Not least it gives the RDA quite a
Sunderland, (b) in the UK and (c) in Europe. I was specific tool. In the North East we have set up five
originally a scientist, that is a very long time ago, but Centres of Excellence to pull together, add mass to
nowadays I chair the Science and Industry Council. and focus research and development activity in five

areas of knowledge. We have also created a(Mr Burrows) John Burrows, I am the Director of
development business that is about maximising theBusiness Development for the North West
opportunities for commercial development of theDevelopment Agency. This morning I am here to
research that is taking place, we call thatrepresent the North West Science Council because
NorthSTAR. What that Science and Industryunfortunately we were unable to get a member of the
Council puts together is frankly the sort of board thatCouncil to attend because of business commitments.
I do not think you would be capable of representing,Sir Tom McKillop has asked me to pass on his regrets
even in the top ten of the FTSE 100. You can putthat he could not be here this morning. My
together a bunch of people of commercial, academicbackground is that of an industrial chemist initially,
and public sector backgrounds essentially with nobut that was a long time ago. I spent most of my
axe to grind other than looking for success andcareer in the Swiss speciality chemical industry in a
common benefit to advise those five much smallervariety of technology and management roles.
businesses within start-up about the right strategies

262. Thank you very much. My first question is and to support and promote them. Hopefully it has
about progress and the role the Science Council plays proved to be an extremely useful tool. I have just one
within the RDA or outside in terms of promoting final comment, that, in talking with colleagues in the
science and engineering technology for innovations. business community, through the local CBI and local

business forum, and I am sure the same is true with
2 See Appendix 8 of the Report in Volume I. Bob, I have observed that we are able, by having that
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joint representation on the Council, to get rid of a Lord Oxburgh
number of fears in the business community that

265. How do you see the time scale of the operationresearch has nothing to do with reality and nobody
of these councils? The kind of things that you are doingin the university will talk to an impoverished,
have pay-oVs which are really long-term. Do you feelunintellectual businessman anyway. My belief is it is
you are able to pursue those long-term objectives,a very useful tool.
because we have quite a few examples in this country of
objectives and schemes being there for a couple of years
and then another fashion takes over?263. Are they impoverished?

(Sir Ian Gibson) I will start this. This is my answer,
(Professor Sir Kenneth Calman) I do not recognise not the Council’s. One of our failings as a nation is

that. What it has done is given real cohesion and the fact that we are always looking out for the next
synergy. It has said to the universities, you are not headline and the next programme rather than letting
outsiders—we have never seen ourselves as that. We something work and work properly. You are right in
are seen as very much at the heart of economic the sense that what the Science and Industry Council
growth, and the regional strategy makes that clear. It is trying to do, what it is advising, is likely to be a 10
has given the five universities in the region a very real to 25 year station programme in truth. We therefore
vehicle to get into thinking about how they develop will not be able—“we”, society—to look until a long
things in commercial ways. That must be very good. way out and say, “Did this venture work? Was it
It has helped us all to come together with that useful?” I think what we can do, and certainly in the
cohesion and synergy and the ability to present to the North East we are in the process of striving right
wider community what it is all about. It takes us now, is get some measures in, measures perhaps not
beyond the North East at times into other areas in the normal business sense of hard numbers but
nationally and internationally, which is also pretty either indicative numbers or achievements of
important. That is the strength, because we can then particular things that enable us to say, clocking these
bring that back into the North East. I think it has a milestones along shows us we are heading in the right
very real purpose and that purpose is beginning to be direction to achieve that 25 year goal. We have goals,
demonstrated and felt by the whole community in the and no doubt we have spoken to you about them, but
North East. we need to plot the staged milestones a little more

clearly. For us we have just entered the phase where
we can really start doing that. Getting the five
Centres of Excellence, getting the five genuine,264. Mr Burrows, how does the Science Council
leading people (leading in a world sense), to leadoperate in the North West?
those, to be able to get firm business plans for each of

(Mr Burrows) I think essentially the same. About them where you can look and say, “What is the
two thirds of the Science Council in the North West progress over a five year span that we expect in these
are the leaders of science, engineering and technology business plans?”, and start to put into the
in the major research spending corporations of infrastructure numbers and measures that enable
the North West, for example AstraZeneca, you to do that. We have got a lot done in terms of
complemented by or supported by the heads or the start-up. What we are missing is the middle milestone
vice-chancellors of two of the North West leading of having enough milestones to measure us towards
research universities along with public sector those longer goals.
representatives. The composition in the Council is
essentially the same as in the North East and the
essential purposes are the same. The Council has
developed a regional science strategy which supports Lord Freeman
and complements the regional economic strategy and

266. My question is about how in practical terms thefor that it has adopted a cluster-based approach,
Industry and Science Council works in both the Northtaking the main science based clusters in the North
West and the North East. There are three very specificWest region’s economy and then preparing a science
points on which I think would be helpful to thestrategy and action plan in support of each of those
Committee to have brief answers. First of all, is theclusters. We are now into the phase of
balance of emphasis more on research pull or researchimplementation of many of the major projects that
push? Is the push coming from the academic side on thehave been identified in that action plan. I think the
Council or is the industrialist trying to pull research outpoint made by the North East representatives about
of universities? Secondly, how far down does this co-the importance of the Science Council in terms of the
operation go? We have the top board where I am surepromotion of the importance of science to the people
everyone gets on well with each other, but does itof the region, particularly the young people of the
extend down to middle management in ICI and in theregion, cannot be over-stressed in terms of its long-
universities? Finally, what is diVerent now to whatrun, economic importance. That is a role that the
happened a decade ago?Council take extremely seriously.

(Mr Burrows) Perhaps I can start with the North
(Mr Coxon) If I can add to what Sir Ian said, it is West. I am not sure that there is a pull or a push. In

a very positive way to engage business. Business has the North West it is a fair equilibrium, there is an
bought into this and it is very surprising because equal participation by the North West universities
business tends to keep away from initiatives. This is and the business community in determining the
not seen as an initiative, it is seen as a very important strategies. I think there is a wish overall to see that
thrust of what the region is trying to achieve. strategy has a strong emphasis on business demand,
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if I can phrase it that way. How deep is the co- (Sir Ian Gibson) If I take a step back. In a way the
operation? If you like underneath the structure of the first decision was, what do we want to appoint? We
Science Council comprises a core working group of said the first thing we want to appoint is very high
six, three of whom are members of the Science calibre individuals with an appropriate experience
Council who are responsible for the day-to-day mix. Therefore, we did not start by saying our
executive execution of the Science Council’s action appointment will be from a certain pool. What we
and wishes. Then a further tier is a forum of North said was this is the type of individual of this type of
West academics and industrial scientists who come calibre that we want . We then spent quite a time in
together to discuss particular topics of real interest, the RDA, especially in the Science and Industry
for example nano and micro technology might be a Council, with advisers saying this is the job and
good one that we have done quite a bit of work on. person spec. Once we were all comfortable with that
There is a structure. There is a wider buy-in. There is we advertised nationally and internationally and
considerable interest in forming a further layer which then ran through assessment centres, administered
is a science alliance, as it were, open to all scientists by and with the advice of top level recruitment
to come together and debate topics of the day. We do specialists, but drawing on the members of the
recognise that in our early days the emphasis has Science and Industry Council as those who
been on say the first five years of a science strategy communally in the group made the judgment about
and some pragmatic improvements that might be whether they were the right individuals. Having
made to the North West science base in support of its spent a lot of my life recruiting people in industry it
industrial base. The Science Council has asked us to was as comprehensive and thorough process as I
move in to a process of a thematic foresight initiative, have ever been involved in. We got good people,
where we start to look even longer term into the 15- which is the end measure.
20 year horizon. That is a process we have just (Professor Sir Kenneth Calman) The universities
embarked upon. are very happy with the appointments and the

(Mr Coxon) In terms of push and pull the Centres universities as a whole will oVer them honorary
of Excellence are very clear in what they have to appointments within the university, such is their
deliver. They are the bridge, the push would come calibre. That is another part of the process.
from the universities and the pull will come from the
industry. That has been the gap that we have seen.
One of the reasons why it is diYcult for universities

Lord Thomas of Macclesfieldto engage with business is because of the time horizon
on which they are both working, business wants 268. My question is about the impact of the
something next year and universities are tending to Councils. I know it is early days, but where and howwork several years out, so they will manage the push/ do your Councils add value to the regional agenda,pull type arrangement as a benefit to both push and and what is currently working on the ground?pull. In terms of engagement, we have made sure that

(MrCoxon) Putting universities at the centre of thethe boards of each of the Centres of Excellence and
region’s economy has been a very important part ofthe industry clusters, which feed in to the Centres of
what the regional economic strategy is trying to do.Excellence, are individuals throughout the business,
That is a key foundation to which the Council addsacademic and public sector community. It is diVerent
value to what it is trying to achieve, because thepeople on each of those boards and it spreads further
Council, of course, is the mechanism by which thedown through middle management. The chairmen of
rest of the community is able to engage with thethe Centres of Excellence are members of the Science
university. It was accepted in an unprecedented wayand Industry Council, so we get the link between the
by all of the stakeholders involved in trying to makeCentres of Excellence and the Science and Industry
it happen and, therefore, what it has been able to do,Council itself.
the value it brings to the region is it is a unifying(Professor Sir Kenneth Calman) The answer to the
approach. It brings people together on to asecond question is that this is not just top level. Those
programme which they buy in to. The other factorinvolved are those that are often research assistants
which has not come out yet is we are very clear thator at extra professorial level. You have met Russell
the Science and Industry Council is an independentCowburn3. In terms of nanotechnology, these are
body, it is not seen to be a sub-committee of thefront-line scientists who are heavily involved. I think
RDA. Sir Ian has been very clear on this If we areit has made the universities think much more about
going to have any influencing power it has to be onthis as an activity and we have shifted and other
the basis as being seen to be independent but buyinguniversities have shifted saying, “this is real now, we
in to what the region is trying to achieve. That is alsohave to be involved, we want to be involved”, and
where some of the value comes from, we have beenthere is a real benefit. There has been a change that is
able to guide positively and negatively in the way thatvery positive for the universities.
the region is trying to develop in this area. It is, of
course, a high level grouping and the value comes

Lord Oxburgh from being able to bring to the table some very
powerful people who otherwise would not be267. It seems to me that the directors of the North

East’s Centres of Excellence carry a very big engaged. They would not think about trying to get
responsibility, could you tell us a little bit about how involved in an extent of public sector activity that
you went about appointing those? some of us have been drawn into, on the basis that all

of this is a very critical part of gathering the talent of
the region together. It has met regularly. This has3 A witness in the Committee’s previous Inquiry into

innovations in microprocessing. been a very positive process and the Council itself is
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adding value by doing it properly. It has done so in regionally that should be done nationally.

Everything starts at the local level and in order toa professional, thorough and consistent way since its
make it achieve globally you then have to apply theimplementation. It is a forum as well. The basis on
best network and best global standards and best co-which it operates is very much a discussion and the
ordination and best direction that you can. Peoplemeetings are a debating chamber on which we talk
are people, they work in the place, they communicateabout the issues that are aVecting the regions and
in the place and they have their agendas in the place,how things should go forward. It is adding very clear
not spread just through the net, all of the bestvalue in areas where there were was not a chance to
business communities, the best achievingadd value before in all of those areas.
communities in the world start with an original(Mr Burrows) In the North West, the Council has
geographical nexus. That is helpful for what thebeen extremely helpful whilst being independent also
national agenda is about. How do you maximise theof the RDA in terms of helping us fill out the regional
use of that, the links in those? How do you relateeconomic strategy in particular fields and we have set
them as a national? This bigger entity benefits fromabout building clusters of high added value and
the pools of local talent. Talent does not exist at aemployment creation. Secondly, round building the
national level, talent exists where the person putsknowledge economy of the North West, they play a
their bum or feet down. That is business. There is notcritical role in filling out the activities and our
a conflict as long as you see it the right way round,understanding of the needs in that area. There is
and the right way is how does the nation and theevidence so far of progress on the ground, first of all
world make the most use of these bunches of activityin terms of university collaboration. We have seen that are places that are local and regional. We oughtreal evidence over the last two years of the to ask the question diVerently and decide how to useuniversities in the North West coming together regional capability to build up. There is no pointround an opportunity to secure a major source of backing anything in terms of the tension of the

funding. What we have found is that where the Science and Industry unless it is capable of being
universities in the North West collaborate together in globally competitive and globally useful. It is still
constructing a bid the bid is largely successful. I regional in doing that. In my life I have always
suggest that in the past that would not have been the thought of the MIT as global but it is still a place on
case. An example of that would have been the success the banks of a river in Boston, is still local to those
in landing the National Centre for Tissue Studies in guys in Boston, and we should not get that confused.
the North West. Thirdly, they are already showing The second is it ties into the fragmentation. I imagine
progress in terms of university and industry that all of our Science and Industry Council is
collaboration. For example the work between BNFL universally unhappy with the issues, wondering now
and the universities in Manchester to create a school about definitions of 6* and research and how to
of nuclear sciences is particularly noble. support it. We would far rather, and this is the

industrialists as well as the academics, say, our tool
for dealing with that issue was recognising the fact
that we had to build critical mass, intellectual mass inLord Methuen
order to be global in certain areas of activity. We

269. Section 4 of the North East Council’s thought of these Centres of Excellence, they combine
university, they combine non-academic activity andmemorandum4 indicates unhappiness about a
they are able to put together the best advice that isnumber of things such as fragmentation of public
available to us, sometimes from beyond the nationalexpenditure, institutional mismatch and the
level, and that was a conscious decision earlier on.fragmentation of research activity. How, with these
Finally, I would just say our test of the strategy forproblems, do you ensure that the implementation is
success and looking at what we are doing is we stopensured? What is your relationship with the main
dead in our tracks and see was the proportion of UKscience research councils?
national R&D spend happening region by region. As(Sir Ian Gibson) “Ensure” is a strong word. I can
far as this region is concerned, that stopped me dead,tell you what we attempt. It will take time to know
the Government is spending 2 million on research inwhether those attempts do achieve what they set out
this region out of a 2 billion budget. The next one upto do in terms of, if you like, activity. Our Science and
on that is Yorkshire and Humberside, which is 48Industry Council is pretty good at staying focused
million, 24 times our number. I spend a lot of my lifeand driving forward. What it is doing is resolving any
working in Germany and recently in Spain and moreconflicts building up in that consensus and then recently in Holland and France and thatmoving things along with the quality of the people in disproportionality element in these countries, whichthe Excellence Centres. In our secretariat there is are sometimes very centralised, does not exist. Insupport that enables us to do that without wasting terms of being able to build up our intellectual

the time of the quality people we have on the Council. infrastructure, our mechanism in the North East it is
There are some barriers. Broadly I think we have had to do a good regional job for our society in doing that
very good ministerial support and very good to support the nation in doing a better job for the
governmental support. I do not think I have come nation and society, and we need those sorts of issues
across anything that I will complain about there. to be addressed.
There are, as you mentioned, a couple of issues that
we are hoping we can help get dealt with. There is

Chairmansome confusion in this country between regional and
national and saying is it not wise to do things 270. What do you want us to do to help them?

(Sir Ian Gibson) For me it is to make sure that
4 See page 141. Government really grasps this issue that the national
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agenda and the regional agenda are not in conflict needs to be adopted in order to build some regional

capacity else where.and you are better building national from regional.
Start with the local and get bigger, do not start the (Professor Sir Kenneth Calman) First of all science
other way round, do not make arbitrary judgments. and industry is part of a much wider area in terms of
The second is to say that providing the right economic development, part of something slightly
mechanism is used we think, the RDA thinks, the bigger than that. What it has to do, has to be based
Science and Industry Council use a mechanism on quality and that quality resides within
because without understanding and what is universities. One of the things we had to do in
happening is one is going through the other and that universities was increase quality, that is quite
there is some ability to say within the regions there is important. I am not sure if I share all of Sir Ian’s
spend, whether it is the research council or HEFCE comments on 6*, I think they are not competitive,
or something else. If there was one true focus area they are not competing with 5* or 6*, and for the
and one understanding area we are much more likely Centres of Excellence you need high quality research.
to get value out of it and therefore without I think they are very much related. If you ask what
understanding across them they are going to be less, could you do for us I think the point that has come
we are going to get less leverage in industry terms up from Mr Burrows is the point that there are no
than you will by pulling them together. Thirdly, to nationally funded research activities of a public
understand that infrastructure in this day and age is nature in the North East. Two examples, about 3
probably as much—and the Spanish would argue years ago we lost the meteorological oYce, which has
with me—intellectual and human resource as the gone to the South East, that could have been situated
physicals that are round it, and therefore providing in the North East with a very strong link to climate
spend that is going anyway in such a fashion that it change and geography. The second is
can be used to the benefit of those drivers of nanotechnology, which is still on the cards. Certainly
economic activity in the area. Economic activity within the North East there are very real skills, talent
starts at the local level, not at the national level and and expertise. We could do that. It will require a
therefore using the Government spend wisely is decision to allow that to happen. Here, there would
important. If you can help us on any of those or all be an opportunity for your Committee, Lord Patel,
of them we would be very grateful? to signal this was really quite important for the

North East.(Mr Burrows) There are a number of questions I
would like to pick up, Lord Patel. In essence we
would broadly support all of the comments that have
been made by the representatives of the North East.

Lord OxburghI think, first of all, on R&D spend, our argument
would be that the national R&D spend purports to 271. I think to some extent the question I was going
be substantially increased, and that increment should to ask on the interactions between local strategy and
be looked at as a way to build capacity in the outer national strategies has really been answered by Sir
regions, if I may use that phrase, of the UK in order Ian’s reply. But there are still questions about the
to spread the knowledge-based economy of the UK interdigitation of plans which the research council or
broadly. We are not in any way arguing for a the higher education funding councils might like to
redistribution of current R&D spend. We argue draw at a national scale and decisions which need to
regional spend is a fraction of what it really needs to be made at a local scale. Do you think that the
be to support a knowledge-based economy in the opportunities are there for you as regional bodies to
UK. The figures for the North West, in terms of discuss with national bodies, such as the research
Government institutions and R&D spend may sound councils or the funding councils their plans and
wonderful because they are 20 times greater than that discuss how you and they might work together to
of the North East, and only a fraction more is spent develop centres in the regions? To take Sir Ian’s
in Yorkshire and the Humber. I think the diVerences point, ultimately any activity has to be somewhere.
between the South East and other regions are very What starts oV as a national plan, if you like, then
notable. You only have to look at the map of where becomes regional and the opportunities for
Government research institutes are in the UK to see collaboration and local investment seem to me to be
how they are absolutely brigaded, to use a good Civil substantial. Are there are any comments on that?
Service word, in the lower quadrant, the South East (Mr Burrows) I think this is a very, very good
quadrant. I do not think it is at all a surprise that point. We would really welcome the opportunity to
economies of the last 15 years of the South and East have regular discussions with the research councils
regions have fared very well because of the strong about their long-term objectives to see how they
high technology and knowledge based economies. might map into our region and how we might work
This is an absolutely crucial issue. We are investing with them to secure a joined-up activity. I am much
in the North West and I think corporate R&D is taken with the model of a project that has been
essential. I will give you a real example. Today, there brought forward in Scotland as it was to concentrate
are proposals by the DTI to invest in a new resources round a particularly useful theme of
nanotechnology centre. There are well-worn science and technology, which then has industrial
decision-making processes being used which will lead benefits. An example of how we are trying to take
to that centre being somewhere in the South East. We that forward relates to the Daresbury laboratory, a
cannot sensibly argue that an existing R&D station site managed by the central laboratories of research
should be moved from the South East as a way to councils, whereas you know the future of that
build regional capacity but we can argue strongly laboratory has been in question since the decision to

locate Project Diamond at the Rutherford-Appletonthat a new approach to location decision-making
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laboratory. We have been working with the director Excellence that, with proper support from the

Science Council and the Government, could in 5, 10of the Daresbury laboratory and we are very excited
about the prospect of acquiring a site with the big or 15 years’ time be regarded as competing globally?
science core funded by the CRC and we are very (Professor Sir Kenneth Calman) I think the key
pleased that four of the North West research issue is if it is seen as a regional activity then that is
universities have agreed to locate laboratory facilities good. As Sir Ian said that is where it begins but it has
and research projects round it so that will build a to go beyond that. The way to go beyond that is with
concentration of excellence in the field of energy and the international links. I think that is the key. Sir Ian
in computational science. We then seek to attract already said the executives of these Centres of
corporate R&D and spin out companies, and so on, Excellence do have international representation, and
to that site, so creating a major facility with that is essential to this. There are two examples, one
interchange between both the corporate and the is the Renewable Energy Centre, which brings
research communities in their topic areas. That seems together a whole range of people which could over
to us to be a good model. There is further the next 5 to 10 years begin to change the way we
opportunity to collaborate with Manchester think about renewable energy, that will have
University on environmental research. I think that is international consequences. It is about sea and wind
a good model. The way that can be taken forward is and all of these things. The second good example that
to have an open but confidential strategic discussion Mr Coxon built on relates to the process chemical
with the research councils. industry on Teeside, the big chemical industry centre

(Professor Sir Kenneth Calman) The dialogue in UK, which has now changed out of all recognition.
between Regional Development Agencies, One The opportunity is there to bring in a 5* chemistry
NorthEast and the Science and Industry Council and department to rethink innovation, in a way that
other bodies is beginning. You would not be could become a model, not just for the research but
surprised to know there are a lot of people in the the regeneration of areas like Teesside. If that works,
North East who are already connected to all of the and we certainly hope that it will work, it will do
research councils across the piece. That is slightly more than just development, there is research
diVerent from the real issue, how can we influence potential, it will provide people internationally with
national policies? If you take the recent higher a model that says, gosh, here is a way that you could
education White Paper5 and a number of things change an industry and make it diVerent again. That
coming out from the DTI, there are diVerences and is what the RDA is all about, within which the
inconsistencies which are not helpful in something Science and Industry Council falls. Perhaps Bob can
like a Science and Industry Council. One example build on that.
which may have come up already relates to the use of (Mr Coxon) If you take a specific example, process
innovation funds. You can read the White Paper in innovation centres, we are to do it very clearly with
diVerent ways, one of them says that funding should international business. The example that Sir Kenneth
go to the less research intensive universities, and that is thinking about, we are working with Du Pont, who
seems to me to be inconsistent with the research are working in electronic polymers for things like
intensive universities being involved in innovation mobile telephones, personal computers, and such
and development. Maybe that is not what it means, like. The issue there is, how do we pull together that
but it certainly seems like that as we read it. I think international capability within Centres of Excellence
what I would certainly welcome is not only do we that are able to deliver to companies like that? What
have individually to link to the higher education they need, of course, and what we have been able to
sector, DTI, the research councils, whatever, but the do is link the Centres of Excellence to universities not
Science Industry Council and perhaps the RDA just in the regions but beyond. Durham, with their 5*
should have such policy links so that there are not chemistry department we are able to link in with Du
these inconsistencies coming through. Where major Pont. Du Pont have clear international research in
developments have to occur you can see them at the Japan, the UK and North America. At the moment
national framework as well as the regional one. the UK is seen to be one of the leading areas within
Although we can do that, and we at the Science and the global community and by putting Centres of
Industry Council wish to continue to do that, to Excellence together what we have been able to do is
make that tighter would allow the interaction much to reinforce the fact that the country and region are
more easily in a general sense as well as a very specific committed to their activities because they are big
sense. Where nanotechnology goes is a slightly more investors in this region, also allowing us to do the sort
specific example , which we would recognise. As I of research that pulls in the universities. If we can
say, as the dialogue begins, it could be better. Those then start to get more research coming from that
are some recommendations for you to follow corporation into the region, that is when the virtuous
through. circle starts to build.

Chairman: You will soon fill up our pages at this (Mr Burrows) In the North West so far we do not
rate! have such a clear Centre of Excellence base approach

as they do in the North East. I can see the North East
approach has some attraction. We do see theLord Freeman opportunity to create some Centres of Excellence in

272. Following on from that, could each of the aerospace and speciality chemicals and in image and
three distinguished witnesses from the North East computers and the computational side but that is not
give us examples of their regional Centres of to disregard the fact that in Manchester the

biomedical clustering of science and technology from
5 The Future of Higher Education, Cm 5735, January 2003. the universities and research institutions is, in a sense,
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a Centre of Excellence already. The Science Council (Sir IanGibson) In a way, I would like to anticipate

one thing that was the framework to Bob’s answer,sees it as an absolutely necessary condition that such
centres are both truly, internationally competitive Bob captured it. If I go back 18 months to when the

RDA was trying to talk me into this, the thing thatand have a leadership role internationally and
secondly have critical mass. You need that made them able to talk me into it was that the RDA

was able to say we have a vision for the future of thisconjoinedness for it to have credibility in the world’s
region where one of the fundamental pillars, one ofscientific community, particularly with major
driving forces is the use of regional research incorporations. They are, if you like, the like motif of
scientific knowledge to provide the opportunity forthe approach that we are adopting.
economic growth in the future. They said, “this is the
way we think it will work”. I think what I am saying
is they are a good thing and they will with the right

Lord Methuen issues deal with them in the way that Bob described.
They will only help deliver if the work has been set

273. Arising from your experience, have you any right in the first place. Had the RDA not had central
tips for other RDAs about the setting up of Science commitment for science and technology as a basis for
Council—or for other Science Councils as they find a major driver of economic growth then I do not
their feet? think those other things could be put in place. It is a

(Mr Coxon) Can I take that? For the North East prerequisite to the helpful answer to your question,
we have learned a lot in the short period we have been my Lord.
round it. It has been a really interesting journey, as (Professor Sir Kenneth Calman) The fact that the
Sir Ian said. It has been mostly very positive. The RDA and its original strategy had universities at the
lessons have come from the involvement of people. heart of it, and science as part of that. It was as a
At the end of the day you are asking some very senior consequence of that, that the Science and Industry
people within the industry and academic Council was set up to allow it to deliver it. Back to
communities of the regions to be involved. The first what the RDA wants out of this, we are pretty clear
thing to do is to make sure that you find committed what the RDA wants out of it. Science and industry
individuals who are willing to give up time and eVort is part of that, not the only part, but a very important
and their resource to put it in on behalf of the agenda part to deliver and bring the intellectual university
of the Council. They must therefore command research experience.
respect because part of the value of what this Council
has been able to do is to carry the rest of the
community with them because of the respect that Chairman
they have within it. They have to, therefore, have

274. I was going to ask you what might be yourauthority locally, yes, regionally and also
indicators of success but let me be more provocativeinternationally. As we talked about already, if these
and ask if you think you have out-lived yourCentres are going to be seen to be truly outward
usefulness?looking and truly international, the individuals who

(Sir Ian Gibson) That is a very interesting question.are working on them and with them have to be seen
I am a believer in the fact that everything does out-in the same way. Therefore, you are connected
live its usefulness in term of structures. If I go backbecause a lot of what this is about, of course, is
to one of your earlier questions, one of thegetting things done via network connections and
weaknesses of this nation compared with somediscussions, and that is where the Council comes into
European nations is the fact that its initiatives areplay as well. We have also learned not to be tempted
initiatives and never get a chance to mature andto compromise on the quality of those individuals.
become things because of perceived need forSir Ian was very clear that we started small rather
publicity or additional drivers or something new. I dothan big, getting a small group of people together and
not think the programme has out-lived its usefulness,adding afterwards, and not to be tempted to
they are merely at the beginning. We should talkcompromise on that. Also get the Council in place
about this in 20 years’ time, those of us who are here,early because what you want the Council to do is set
and say how good it was. There will come a pointthe agenda. You do not want the Council to receive
where the shape of the role of the usefulness ofthe wisdom of whatever the strategy should be. The
today’s North East Science and Industry Council willCouncil is giving an independent opinion on what the
change, as those five businesses we set up mature andstrategy should be, and it has to be in place earlier
as their relationship with the sixth business matures.before the agenda moves too far along. The other
Then I think what the Science and Industry Councilthing is it must not be a talking shop, so the Council
does will become diVerent. It will be less of a pusherhas to have something to do, and the something to do
and more of a adviser, but I do not think that is forin our case was to deliver the Centres of Excellence,
a fair old while, however its role will change.NorthSTAR and make sure the regional economic

strategy was on the right course. That is a very 275. Do you think you should have a wider role,
motivating and engaging activity for people who apart from the academic and the industrial?
come along, it makes them turn up for the meetings. (Professor Sir Kenneth Calman) One of the
There is also the importance of independence discussions we had was that issues like society change
because it is the independence that has allowed Sir and social science culture should be part of the
Ian and myself and everyone else on the Council to Council’s decisions, which I think was the right
say, “we are here because we believe in this and decision. Almost all of the things the Science and

Industry Council will do will have consequences notpeople listen”.
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Chairman contd.]
just for industry economics but for the much wider Council by allowing delegates to attend in place of

the Council members, if over time you allow that thestructure, they will aVect our lives whatever these
changes will be and we have not forgotten about Council will become operational rather than truly

strategic. I think the other point I would make is thatthese consequences and we will continue to think
about that. Maybe as the Centres get up and running the Council have been uncompromising over quality

in terms of the projects and the strategies that theythat part of it will become just as important as the
science itself and how it is implemented and what it have been prepared to support, and that is extremely

important and has been important in terms of themeans to the consumer and the citizens out there,
that has certainly not been forgotten. credibility of the work of the Council. I do think we

are into a 15 year initiative and I think the first five276. Sir Kenneth, what are the risks in all of this?
years will be about defining objectives and(Professor Sir Kenneth Calman) The risks are that
opportunities and starting to make progress, thethe two communities involved in the Science and
second five years will be very much aboutIndustry Council will feel that it is not worth while at
implementation, it will only be after about ten yearssome point and move out. The Council itself has to
we will be truly able to measure if the Council hashave such a corporate identity that it remains
made a diVerence. We do have an extensive set oftogether and its work is cohesive. The second would
measures to establish and spot the trends over thatbe a much greater risk, some of the Centres of
period. Regarding the risks, the Council is very awareExcellence may not deliver what we want them to and
of the societal and ethical issues relating to sciencethat is where we have to be flexible and change. If a
and are seeking to engage and widen the communityparticular Centre of Excellence does not turn out, we
in discussions on those matters. I guess the last riskchange it, we do something diVerent with it. That is
is non-delivery. That is why the Council have to bewhy I agree with the Chairman, this Council is likely
supported by people who can follow through on theto change over at period of time, and quite rightly
action that the Council determines would be oftoo.
benefit to the economy.(Mr Burrows) I go back a little bit on our learning

Chairman: Thank you very much. The need for aexperiences. In terms of operating a Council for
long-term perspective is something that has been putabout 18 months now I would say the additional
to us by others. As usual, I have overshot the time,point I would make would be, first of all, that I feel it

is extremely important that we have a very powerful and we must draw this session to a close. So, thank
chair and that allows and has allowed the attraction you most sincerely for your time. You have helped us
on to the Council of similarly senior people, so we a lot with our inquiry. Thank you.
have a very high quality council. At an operational
level we are quite keen to avoid dilution of the

Memorandum by The North West Development Agency

The NWDA welcomes the opportunity to present evidence to the House of Lords Science and Technology
Sub-Committee Inquiry on Science and the RDAs.

Background and Context for Science in the NW

The NW has a GDP of £77.6 billion and a population of 7 million. The NWDA budget for 2002–03 was
£275 million. NWDA commitment in the Corporate Plan to expenditure on science projects over the next
three years is £124 million, representing 13 per cent of a total NWDA budget of £946 million for 2003–04 to
2005–06. The figure does not cover science expenditure that has not yet been committed.

A breakdown of NWDA committed science expenditure is shown in Appendix 1.

The Agency recognises that in tackling the economic shift away from manufacturing, the region must seize
the opportunities presented by the continued rise of the knowledge-based economy. In making the transition,
the NW already has the advantage of a relatively strong science infrastructure. For example, it is host to the
strongest research base outside London and the SE and has the largest concentration of universities in Europe
with a combined turnover of £1.2 billion. It is also the location of world class R&D bases of many private
sector companies.

The RDA is key to catalysing these changes and it recognises that strong links with the science base,
businesses and manufacturing industry are a main priority. It continues to improve those links through, for
example, a market needs driven cluster approach and the NW Science Council.

These challenges are described in the Agency’s 2003 Regional Economic Strategy (RES) as follows:

— Secure innovation/research and development (R&D) levels appropriate to the size and scale of
the region.

— Rectify the skills deficit and address weaknesses in the education and learning infrastructure.

Priorities and objectives have been set to meet them.
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The Sub-Committee’s Questions

1. How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

The RDA has made rapid progress in understanding the importance of SET to the regional and national
economy. It recognises the need to develop capacity within the RDA to understand the science base, so as to
make informed judgements on science matters. The Agency has already made significant progress on internal
capacity development through recruitment and background economic mapping and this eVort will continue.

The role of the RDA is not to attempt to manage the private sector to achieve the RDA’s economic
development goals, but to provide the right public sector infrastructure to attract private sector investment.
Therefore, the RDA champions implementation of selected projects by “pump priming” funding, by building
connections between stakeholders and by pressing for support at national and international levels.

To raise the impact of activities nationally and globally, the RDA works, not only with regional partners,
but also with other RDAs and partners elsewhere for mutual benefit. It believes that geographical boundary
restrictions should not limit its activities. For example, the NWDA, One North East and Yorkshire Forward
jointly fund a targeted investment strategy for the north of England in the USA. The proposal for a National
Centre for High Value Added Chemicals (NWDA commitment £150,000 over three years) is also a
partnership between these RDAs. This investment will concentrate on new chemicals, cost eVective
technologies and improved business management practice.

The RDA’s SET development and exploitation is described in detail below.

1.1 Knowledge Transfer and Wealth Creation

Objective 3 of the RES is committed to developing and exploiting the region’s knowledge base, which links
directly to the Northwest Science Strategy, developed by the Northwest Science Council.

Incubation provides an outlet for the science base—high growth, high potential businesses are encouraged
(Knowledge Based Business). The NWDA’s purpose is to provide technology and knowledge transfer within
the incubator to encourage business to become highly competitive, sustainable, and high growth as a tangible
way to unlock the science base. The aim is to enhance the Northwest’s reputation as a high technology
economy, benefiting the Northwest and the UK as a whole. Incubation is not purely the provision of managed
workspace, but also provides an environment for two-way knowledge flow between the incubator community
and the knowledge base, with both benefiting from the other’s experience. This, in turn, benefits the local
community, providing employment, regeneration and development of the knowledge base, all of which grow
as the incubator community grows.

The proposed Knowledge Capital project in Manchester, seeks to enhance the region’s knowledge base,
and the ease with which knowledge transfer progresses. The development is extremely exciting in that it
represents not only a virtual network and resource for the knowledge economy, but also a physical one, in
that the universities of Manchester will form a “knowledge quarter” in the city centre, feeding into the inner
city economy whilst providing a hub of knowledge, creating an exciting and diverse environment—the
“Knowledge Capital”.

1.2 Skills and Employment

There are three layers to the RDAs approach to learning and skills: Strategic, Tactical and Activity.

Strategic—The recently completed Framework for Employment Skills Action (FRESA) identifies a threat
to Northwest region in the inverse correlation between the importance of science underpinning the most
economically significant sectors and longer term science coming through schools—both in terms of
curriculum take up and supply of science specific teachers. Therefore, the NWDA welcomes the National
Centre of Science Learning project and strongly supports the NW bid to host this important centre in the
region.

Tactical—The NWDA works through others—the Learning and Skills Councils (LSCs) each have
responsibility for Education Business Link Organisation (EBLO) with the intention of strengthening the
EBLO for the region. The Agency also supports the regional network of Association for Science Education
(ASE). The Agency has a major project to increase and improve the image profile of certain sectors—this is
pitched not only at young people, but also at teachers and parents. The Agency also works on the HEI/FEI
interface, encouraging training progression routes through FEIs to HEIs.

Activity—The Agency is supportive of a number of bodies that are working to good eVect with schools on
science related activities, such as SETNET (Science Engineering and Technology Networks), ASE, STEM
(Students’ and Teachers’ Educational Materials) and Children Challenging Industry.
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1.3 Networking and Communication

The NWDA supports a wide range of networking activities within the region, grouped together in a number
of ways, including geographical, industry sector, common interest and supply chain.

When research was undertaken for the NWDA in 2001, which investigated the common perception of the
region networks, virtually all respondents perceived networks as a powerful way to transfer and create
knowledge, and to help and encourage business to innovate. It was felt that networks leverage the value of
other activities such as advice, courses and incubators and also provide a valuable way to communicate with,
and get feedback from, the business community.

“. . . we find that more innovation type learning happens in those type of peer groups than does in
formal business advice, because formal business advice is very strong on things like financial advice,
stuV that you want professional advice on, but peer group to peer group learning tends to be a lot
better on ideas.”

“. . . business networks are a marketing approach, if we are going to stimulate the business in the
region how do we communicate with them? The business networks are a communications
mechanism.”

1.4 Sustainability

The NWDA considers sustainability to be a key issue and has a secondee from the Environment Agency
to aid the Agency in developing the “sustainability framework” for the region and maintain sustainability as
an upfront and important issue.

The NWDA is the main funder of the ENWORKS project, which looks to provide business support
throughout the region. A key feature of this support is the provision of business advice of the environmental
performance of business (a direct result of the Agency’s commitment in Objective 2.8). The Small Business
Service (SBS) and Business Link organisations will take this project forward.

1.5 Regeneration and Infrastructure

The Agency realises the importance of SET to the region, and is working to stimulate the development of
SET based companies, and also to encourage regeneration within socially deprived areas. This includes work
on the University campus developments within Liverpool and Manchester, both key urban universities within
the UK. The Liverpool Science Park will develop the inner city campus of Liverpool, providing both physical
urban regeneration, and development of the underlying knowledge base and economy. Project Unity (a £30
million project taking forward the merger of UMIST and the Victoria University of Manchester) will provide
regeneration and development within the city centre of Manchester. Both ventures will benefit socially
deprived inner city areas. Project Unity will provide a structure for the drawing together of two
complementary universities, both in size and expertise. It is designed to draw upon the academic excellence
contained within both establishments allowing development of strong interdisciplinary links and fostering
academic growth. The provision of such a concentration of academic excellence within a single location will
enable greater leverage of funding into the region, development of the region’s reputation, attraction of
talented individuals and also provide a beacon to draw research related businesses.

In addition to regeneration work, the Agency is committed to improving transport links to the region, a
key factor in attracting business. This is not only a problem of physical networks, but also an issue of image,
which the Agency is working hard to improve.

Objective 8.4 of the RES highlights the Agency’s commitment to the broadband infrastructure of the
region. Objective 8.4 is to “Promote a comprehensive broadband infrastructure throughout the region and
maximise its usage”. The Agency has undertaken to identify gaps in the broadband provision within each of
the five sub-regions. The work in Cumbria is nearly complete and the next step is to look at plugging gaps in
the infrastructure. There are also measures in place to encourage take up of ICT and Broadband.

Case studies demonstrating SET development and exploitation are shown in Appendix 2.

2. How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

The RDA uses a cluster-based approach as the basis for business and industry development. It is important
to stress that this does not preclude strategies derived from other information sources; in particular those
related to science where significant regional impacts will often come from cross-cluster interdisciplinary
activity.
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As a response to concerns about the region’s SET base, the Agency set up England’s first regional Science
Council in 2001, chaired by Sir Tom McKillop, Chief Executive, AstraZeneca plc. The Council comprises
representation from both the public and private sector.

The NWDA led the creation of the Northwest Science Council, provides its secretariat and follow-through
capability and is the channel for translating the strategy into measurable action. The Chief Executive of the
NWDA is a Council member.

The Council’s main function is to develop and implement a Regional Science Strategy and act as an
influential voice and an advocate for the regional science base and its role in development of the economy.
It also serves a number of other functions:

— It provides the RDA with an authoritative consensus view on how to best take advantage of SET
advances.

— It provides input from an international and business perspective. This is important to ensure firstly,
that we do not support globally second rate science for regional reasons and secondly, that where
competition for cluster development is strong, NW clusters supported are either already credible
world-class players or capable of becoming so.

— It aims, through cooperation and partnership, to raise the quality and timeliness of bids for central
science funding. The purpose here is to add further value to proposals; it is not to review the science,
which is subject to rigorous scientific peer review through other channels.

The regional and national Foresight agenda continues to be an important part of the RDA’s strategy and
is being addressed in two ways:

— An approach adopted by the regional Foresight project. This identifies areas where market
opportunities and the NW’s core strengths come together. A key example is the planned National
Microsystems Packaging Centre (expected NWDA commitment: £33 million over three years).

— A thematic structured strategic approach being considered and refined by the Science Council. This
includes identifying areas burgeoning from existing clusters and suitable for support and
exploitation. Global learning from similar competitive regions is also included.

3. Do RDAs take full advantage of all available local regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

The RDA makes full use of all expertise and facilities at its disposal. For example, in it’s work with science-
based clusters; expertise is brought together and facilitated by the RDA. This has resulted in major business
cluster strengthening projects, business networks and specific projects such as the National Biomanufacturing
Centre in Merseyside (NWDA commitment: £13 million over three years). This is a major infrastructure
project, which provides SME’s with the opportunity to produce clinical trial quantities of new
biopharmaceuticals. It is supported by DTI and EU funding.

Beyond cluster work, the RDA accesses national SET expertise through for example, the various inter-
RDA networks. The Agency also engages regularly with Vice-Chancellors of the region’s universities to allow
information from the scientific research community to feed into the Agency and to engage regional
universities in the development of the local economy. The NWDA recognises the importance of third leg
funding to universities, and the value of their “reach out” teams and works closely with the HEIs and FEIs
to maximise the opportunity that they provide.

The RDA maximises its use of national funding sources. For example, the NW Equity Fund and the Rising
Stars Venture Capital Fund were championed by the Agency. The £9.5 million Rising Stars Fund in particular
supports the science base with the provision of risk finance to early stage technology companies. The £35
million NW Equity Fund is open to all types of companies including SET businesses and provides expansion
capital to companies with defined product and market position.

The 2003 RES also recognises that “the NW needs to be able to win a greater share of national European
and international research funding.” This objective is, in part, being tackled through enhanced resource,
provided by the Agency, for management of the EU Framework 6 programme. Framework 6 is the
instrument put in place to create an internal market for science and technology—a “European Research
Area” (ERA). It has a ƒ17.5 billion budget to be distributed into four main groups of research areas and
seven thematic priorities and the NWDA intends to increase the NW uptake of these monies to at least the
equivalent of the NW’s GDP in proportion to the EU’s GDP (1.7 per cent).

The Foresight agenda also links closely with the EU Framework 6 agenda. Partner consortia are working
up integrated projects for The Microsystems Packaging Centre, Independent Living and Laser Deposition
topics and, if successful, these projects could lever up to £25 million of EU funding to the region.



science and technology committee (sub-committee ii) 163

21 March 2003] [Continued

4. How do RDAs reach decisions on financial support for SET? How should success be judged?

The Agency has driven forward economic regeneration by encouraging integration of funding regimes and
coherence in delivery of national, regional and local expenditure programmes. The new “Single Pot” has
simplified financing arrangements and enabled a strategic approach more driven by market need and less by
funding stream criteria.

Within this framework, individual decisions on financial support made by the Agency are driven by
Regional Economic Strategy (RES) objectives. The new approach to the RES focuses on a limited number
of objectives, matched by performance measures. This, in turn, simplifies and speeds up financial decision
making.

At a process level, financial decision-making is through committees and individuals authorised to sanction
diVerent expenditure levels. There is also a cross Agency assessment procedure, adding a broader perspective.

The RES objectives for the science base are strongly focused around cluster development and the
knowledge base. Financial support for projects is therefore also closely tied to these objectives.

Success is judged in terms of whether agreed objectives, timescales and level of support were achieved.
Objectives must be measurable and based on benefits to Agency customers, the organisations and individuals
of the North West.

5. What lessons may be learned from the RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

The NWDA works closely with the other RDAs to share best practice, benchmark performance and
collaborate on initiatives.

In addition to the NWDA’s work with other UK RDAs, the Agency is looking at bench marking against
regions in other EU countries. A project is currently being worked up, not only to report on other regions,
but also to establish a longer-term relationship, utilising INTERREG funding. The creation of strong inter-
regional links will facilitate collaboration and create partnerships across Europe. This will not only increase
the strength of the NW business and SET base, it will also be an important asset when building projects to
draw from Framework funding programmes. A strong partnership base across Europe will be vital in
enhancing uptake of Framework funding.

Further lessons also may be learned from the creation of three Intermediary Technology Institutes in
Scotland underwritten by Scottish Enterprise, Scotland’s main economic development agency. The Institutes
will concentrate on Energy, Life Sciences and Communications and Digital Media. The investment is for a
minimum of 10 years and each Institute will have a research budget of £15 million per annum. This large scale
and long term investment strategy is largely unknown among other RDAs. If successful, it is likely to
substantially increase the number of high growth technology companies in Scotland, encourage inward
investment and attract funding.

Finally Scottish Enterprises’ “Project Alba” serves as a model for the NWDA’s plans to develop an
international science campus at Daresbury.

6. Summary of key recommendations on best practice and issues to be considered

The RDA has made considerable impact on the NW economy and this, drawing from the lessons learned
over the last four years, is expected to accelerate. Over this period, the Agency has developed a greater clarity,
of purpose, and better focusing on priorities. This must continue and be combined with clear leadership by
the Agency where appropriate, and identification of leaders for activities where the RDA is not the best
choice. This change is shown in the 2003 RES, which now combines clear objectives with targets and
measures.

The RDA also recognises that a simplification of access to funds and training is crucial to improve uptake.
It has begun work in this area through the unique joint pilot project on the management of the Business Link
Organisations (BLO’s) and LSC’s in the region. In terms of the science agenda, simplification and
rationalisation are essential to prevent a proliferation of small, poorly co-ordinated and resourced initiatives.

A major concern is the limited public sector science in the NW, which is often confined to Daresbury
Laboratories, Natural Environmental Research Council Laboratories and the Paterson Institute for cancer
research. It is anticipated that the exciting developments at Daresbury, supported by the NWDA and the
Science Council, will improve the position. These include:

— the 4GLS national facility (total investment £120 million, NWDA initial support £4.5 million plus
£24 million leaseback arrangement);

— HPCx;
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— SuperSTEM (NWDA support: £4 million over five years); and

— Daresbury Science Park with a public and private sector shared infrastructure.

The 4GLS facility in particular will be a tool supporting applications around new catalyst development,
pollution creation and removal and real time study of molecular and atomic level interactions. Additionally,
the NWDA will support the AiMeS project at Liverpool University, to research the next generation Internet
technologies (NWDA support of approximately £4 million). It is also anticipated that bodies such as the
Science Council will assist the NW to become more competitive in open bidding processes for national
facilities.

However, the concern still remains that the NW is not in receipt of national SET funding to the extent that
its GDP weighting would suggest. Urgent action is required to secure a significant increase in public sector
R&D investment. This is particularly critical because, although NW private sector R&D investment is
currently above average for the UK, the trend is downward, with a marked decline in such investment.

There are number of other areas which the RDA would ask Government to address.

— The RDAs would like more regional control and real authority. They would want to become
participants in national science policy formation and less processors of Government funds.

— The Government has expressed the view it would like the English regions to “up their game”. From
the RDA perspective, the regions, in return, need to see national policies that support regional
agendas. For example, we would like to see regional capacity building in SET as part of the criteria
in determining the disposition of Government spending on SET.

— The Government should think about the regional dimension of the public sector economy. For
example, the NHS is the biggest single contributor to the NW public sector economy and therefore
has to embrace a regional dimension as well as a national one.

Conclusion

In the four years since its establishment, the RDA has made great progress towards becoming an eVective
regional driver of the NW economy and its science base.

The NWDA is committed to the creation of a vibrant scientific community, which encompasses world class
scientific research within Universities and business, coupled with the exploitation of science for the economic
and social benefit of the region. Alongside its partners, the NWDA has the commitment and determination
to succeed in building a competitive knowledge based economy.

February 2003

APPENDIX 1

NWDA COMMITTED EXPENDITURE TO SCIENCE FOR 2003–04 TO 2005–06

Note: This does not include projects in the early planning stages for example, the Knowledge Capital
Project and Project Unity. In some of these cases, significant expenditure is planned.

2003–04 2004–05 2005–06 Total
Project Title Description £ 000’s £ 000’s £ 000’s £ 000’s

Digital Media U Rev—ICT ICT workforce capacity 261 272 67 600
expansion

NIBI adv Feasibility & Bid Biohealth information support 1,500 – – 1,500
Dev—Bio
London Road Bio Bioscience incubation facility, 162 486 243 891

Manchester
GRID ICT Academic computer networking 100 – – 100

infrastructure
Aerospace Innovation Centre Scoping, mapping, Project 300 200 – 500

Team Development
Chemicals—Caprice Chemical processing developing 200 – – 200

facility
Chemicals—NICHE HAV chemical development 50 50 50 150
Chemicals—Rapid High throughput 200 – – 200
Development Park experimentation centre
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2003–04 2004–05 2005–06 Total
Project Title Description £ 000’s £ 000’s £ 000’s £ 000’s

DDA—Ongoing core DDA MOD Technology 163 390 428 981
transfer to SME’s

DDA—BDIN0006 DDA MOD Technology 175 – – 175
transfer to SME’s

DDA—BDIN0007 DDA MOD Technology 138 – – 138
transfer to SME’s

Knowledge Northwest— University Technology transfer 755 393 312 1,460
BDIN0016 to SME’s
Supporting SME’s in Prep EU programme support 327 327 327 981
Awards for FP6
Daresbury Science Park— Infrastructure Project 150 2 – 152
BDIN0004
Waste into Products— Foresight Project 549 506 387 1,442
BDIN0008
Microsystems Packaging Foresight Project 2,500 21,000 10,000 33,500
Laser Deposition Centre Foresight Project 2,594 250 150 2,994
Incubation Infrastructure Project 2,200 2,800 5,000 10,000
National Biomanufacturing Infrastructure Project to 5,796 5,982 1,214 12,992
Centre provide proprietary reagents
Marconi Development of science park at 5,340 14,800 13,800 33,940

Marconi site
MANCAT—Manchester 1,200 100 – 1,300
Infolab 21 feasibility study University of Lancaster ICT 6,944 1,466 – 8,410

research and incubation centre
Daresbury Science Park Infrastructure Project 7,000 1,500 3,000 11,500

TOTALS 38,604 50,524 34,978 124,106

APPENDIX 2

CASE STUDIES TO DEMONSTRATE NWDA SET DEVELOPMENT AND EXPLOITATION

Case Study 1: Science Briefings

The aim is to bring together SMEs in targeted cluster groups to raise awareness of sources of technical
support from the HEIs and Research Institutes, to provide information about new technologies likely to
impinge on the sector as well as encouraging networking. A number of briefings were held during 2002.

— “A Business Improvement Day for NW Food Manufacturers”. Issues discussed included
innovation in food technology, dealing with common eZuent problems and an overview of
impending IPPC legislation and its impact in the sector. 40 SMEs attended the briefing.

— “A Business Planning day for Technology based Manufacturers”. Specifically targeted at a limited
number of senior Technical Manager and Director level individuals, topics included innovative
approaches to project planning, product development and marketing. The briefing was held at
Unilever Research Centre, Port Sunlight.

— “A Business briefing for SME’s in the ICT cluster”. The focus was on technical and business
innovation in the sector and included an advice session by the professional services sector. The
briefing was held at BT, Manchester and attended by 40 IT businesses.

— “A briefing seminar for SMEs in the Environmental Technologies and Services sector”. The briefing
covered future opportunities for the sector, targeting new markets and working with the HEI sector.
25 SMEs attended.

Case Study 2: Knowledge NorthWest

Knowledge NorthWest is a “one-stop shop” that aims to simplify business access to university expertise.
It oVers assistance on fresh thinking, help with new ideas or specific facilities. The service guarantees to
circulate an enquiry to all NW HEIs and collate responses within five working days. The long term aim is to
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help businesses innovate and improve their competitive advantage. It is the flagship project of the North West
Universities Association.

Successful examples of the service include:

— The evaluation of a foundry process to surface treat stainless steel components making them hard
wearing and able to withstand high temperatures.

— Research sponsored by a pharmaceutical company interested in the fields of asthma, COPD
(Chronic Obstructive Pulmonary Disease), other respiratory disorders and inhaled drug delivery.

— Advise on the disposal of discharges given to an eZuent treatment and equipment manufacturer.

Knowledge NorthWest has also helped provide student placements including a project on the Mersey
estuary where a survey of large marine animals, particularly cetaceans, was conducted to evaluate estuary
health.

Case Study 3: Grow Your Future Workforce

Companies within the region are encouraged to take advantage of the 14–19 flexibilities within the
curriculum and forge partnerships with schools to encourage young people to develop an interest in particular
sciences of interest to that company. The companies are looking at the demographic and the human resource
currently available to them and are investing in their future.

This is beneficial to the pupils, the educational system, the company and the region. The pupils are enriched
by the learning experience, and are also encouraged to learn a skill useful in securing knowledge-based
employment in the future. The school benefits from increased levels of enthusiasm among pupils and the
involvement of external experience within the teaching programme. The company benefits through the
generation of enthusiastic young people ready to take on roles that are currently under subscribed within their
industry.

United Utilities are currently leading the model, with a focus on supply of highly skilled power engineers.
Scottish Power and BAE systems are also involved in the scheme.

Case Study 4: A Textile Incubator at Bolton Institute

The Textile Incubator will establish a core and virtual science base of excellence for the development of
smart fibres and intelligent textiles anticipating the developments required by the Northwest technical and
performance textile cluster, associated sectors and customers during the next 20 years. The incubator facility
is available to young high-potential businesses, with a view to drawing the most promising from within the
North West, and other regions, to the facilities available at Bolton Institute.

The incubator includes wet and dry laboratories, with significant investment in modern weaving, a knitting
and extrusion plant for prototype fibre and material production, the latest testing equipment, and telematic
design facilities. Part of this development includes an advanced Biomaterials Laboratory equipped using
funds allocated in the recent Science Research Investment Fund. Researchers and lectures will be brought
together within the new facilities creating a dynamic community enabling innovation, idea development,
technical and applied research to help advance individual businesses and the industry. It is anticipated that the
centre will be a showcase for innovation and research excellence in the textile industry. Resources, facilities,
expertise and linkage to other areas of specialism will be available within the new centre. In addition to
technical advice, business advice will be available both directly and as a service from the provision of courses,
modules and action learning workshops from the Institute’s Business School and its connections to provision
in other HEIs and colleges.

The link into the NWTexNet framework of partnerships and emerging collaborations will ensure that
location of the incubator at Bolton will be a natural additional resource assisting in achieving the innovatory
plans and aspirations of NWTexNet members and the region.

Key regional partners include UMIST, MMU and the British Textile Technology Group. Bolton Institute
is also a partner in the Mastering Enterprise (M.Ent) initiative—a key HEI collaboration funded by the
NWDA.

Case Study 5: Knowledge Capital Manchester

The vision behind the Knowledge Capital is both simple and powerful. It is “to create an internationally
acclaimed “Knowledge Capital” within the Greater Manchester conurbation. This will position Manchester,
branded as the Knowledge Capital, at the heart of the Knowledge Economy, significantly contributing to the
economic growth of the nation and the Northwest region leading to a healthier city and region with a vibrant,
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safe, attractive environment in which to live, work and play, for people of all ages, social and cultural
backgrounds.”

The heart of Manchester will be the physically identifiable epicentre of the Knowledge Capital. Advanced
connectivity and knowledge management will then enable this epicentre to be inclusive of its region in a
unique way not possible for most capitals. The development of the Knowledge Capital will be strengthened
through Project Unity.

This is a 10-year vision that re-designs and expands the inner core of Manchester and Salford, transforming
it into the region’s economic heart by utilising and developing the knowledge and cultural capabilities of the
city. Globally connected, it will be the focus of all aspects of the city’s knowledge driven developments,
attracting additional talent to the region.

The Knowledge Capital will maximise Manchester’s knowledge assets for a strong economy and a
strong society.

Case Study 6 :The Defence Diversification Agency (DDA)

The DDA are technology brokers undertaking active technology transfer throughout the region on behalf
of the NWDA (with an equal funding split between the DDA and NWDA). They oVer technology from the
MoD, DSTL and Qinetiq and act as brokers for the northwest universities, where appropriate. The DDA has
a large number of successful case studies, examples of which include the following:

Stealth technology in the form of UV curing is being transferred to a Lakeland pencil making company,
Cumberland Pencils. The company is redesigning the production process of manufacturing pencils and had
a major problem in the curing of the surface finish. The defence technology provided through the DDA and
related to the stealth programme was able to contribute to the total solution.

The DDA has assisted a Winsford-based SME, Fothergill Applied Research (FAR) in developing an
innovative non-contact sampler for liberation and transportation of surface contaminants for remote
analysis. It has important defence-related applications and significant support has been obtained from the
MoD for development which led to incorporation of a four-man start-up company, Stream Dynamics Ltd,
to exploit the technology. Furthermore, a defence technology expert was recruited as Technical Advisor for
a DTI SMART project application leading to a successful award.

Asset Assured is a Stockport-based company that designs telematics-based asset protection solutions for
niche markets and individual customers. They are in a developing partnership with the MoD Defence
technology base both to provide a manufacturing capability in this area, and as a participant in an industry
standards group. Both organisations are partnering to join strengths in order to connect to a large client base.
The DDA have provided these links and other support in close concert with Manchester CBE (Business
Links). The DDA have referred Asset Assured to Manchester CBE for Smart Award support.

Memorandum by One NorthEast

1. Introduction

1.1 This evidence is provided by One NorthEast, the Regional Development Agency of the North East
of England, and encompasses a description of the origin, development and implementation of our Science,
Engineering and Technology (SET) policies. In particular, it provides an overview of the Strategy for Success
and demonstrates how this programme is increasingly becoming the cornerstone for other Regional
Economic Strategy (RES) activities. The paper also highlights the importance placed by One NorthEast on
the role of Universities in stimulating wealth and job creation through SET, and discusses the
complementarities and tensions between national and regional policy agendas.

1.2 One NorthEast welcomes this inquiry since SET policies are at the heart of the Regional Economic
Strategy and the Agency believes that the regional dimension of SET is of major significance to the
achievement of national policy objectives.

How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to stimulate
employment, employment opportunities, regeneration, wealth creation and improved skill levels?

2. Regional Economic Strategy and Review

2.1 The Science, Engineering and Technology base of the North East is a key regional asset, able to
generate new products, processes, and services in the Region’s businesses, and to create an attractive
environment for investment, growth and sustainable employment. This was recognised in the 1999 version
of the Regional Economic Strategy Unlocking Our Potential and activities highlighted to advance this as part
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of the business competitiveness agenda. Developments since 1999 have meant that SET policies and activities
have been made considerably more explicit in the 2002 version of RES Realising Our Potential.

2.2 In essence, a two-pronged approach has been developed in which support for new and indigenous
businesses is provided through the Regional Cluster Development Programme and the identification,
exploitation and commercialisation of R&D (be it public or private) is advanced through the Strategy for
Success, and in particular the Centres of Excellence. The Strategy for Success is the title of a major programme
that aims to exploit the Region’s research base in order to generate innovation, competitiveness and growth,
bring about a knowledge-driven economy, and thereby lay the foundations for the Region’s future economic
growth and prosperity.

2.3 In 1999, One NorthEast was unique among the Regional Development Agencies in “Placing
Universities and Colleges At the Heart of the Region’s Economy”. Universities are increasingly being
encouraged to play a leading role in helping to build a knowledge economy within the UK, and this is made
even more explicit in the recent White Paper The Future of Higher Education (2002). The five Universities
in the North East Region are taking this challenge very seriously and have each committed as major partners
in the Region’s Strategy for Success and in the Centres of Excellence, that each build on existing world-class
research strengths.

2.4 The North East Universities have a strong track record of collaboration. The Strategy for Success is
exploiting this to maximum eVect. On a global stage of research excellence, our Universities and Departments
are collaborating to achieve the necessary critical mass.

2.5 The North East research base exhibits a number of real strengths in specific areas, but the overall
picture is, in general, one of comparative weakness. Although the University sector is broadly holding its own
in UK terms, the near-absence of non-University public research are causes for serious concern. This is
illustrated in the R&D expenditure tables in Annex 1.

3. Strategy for Success

3.1 The Strategy for Success is being advanced by One NorthEast, the Regional Science & Industry
Council and partners, to achieve long-term structural change and sustainable regional development, by
boosting productivity and international competitiveness through the eVective exploitation of science,
innovation and Research and Development. Its main components are the Regional Science and Industry
Council, five Centres of Excellence in Digital Technology and Media, Life Sciences, Nanotechnology, New
and Renewable Energy, and Process Industries, and a Regional Exploitation Company providing
commercial and Intellectual Property (IPR) management resources.

3.2 In brief, the principal function of the Centres of Excellence is to “condition” technologies arising from
the regional research base to a form whereby these technologies can be utilised for commercial purposes. Each
Centre is being constituted as a Company Limited by Guarantee with aims and objectives that are informed
by the overall Strategy. In conjunction with the establishment of the Centres, One NorthEast is working with
regional partners, in particular the Universities, to establish a new exploitation company named NorthSTAR
(North Science and Technology Application Resource). This will provide access to finance, IPR and business
development advice. NorthSTAR will further develop the North East Centre for Scientific Enterprise
(NECSE) which is currently funded by the OST.

3.3 The Science and Industry Council was established in December 2001 and has been meeting regularly
since then. Under the leadership of Sir Ian Gibson, it is operating extremely eVectively. It has clearly
established an authoritative position as the appropriate forum for policy matters relating to the science and
industry agenda, in addition to its primary function of overseeing the implementation of the Strategy for
Success. The Government are now encouraging all RDAs to establish Councils capable of developing
regional SET strategies.

3.4 Lord Sainsbury has praised the lead One NorthEast is taking in “placing scientific research at the heart
of the Region’s economic rebirth”. He has stated that:

“I have seen for myself, on recent visits, the work the North East is doing, providing a shining
example of how funding can be deployed to put in place an agenda bringing about economic change
through scientific research and development. The RDA and its partners have taken a national lead
by bringing together the worlds of academia and business to ensure North East companies secure
a competitive advantage in the global marketplace”.

3.5 Our Science and Industry Council has proved to be an eVective arrangement for consolidating the
linkages between the research base and industry. Arthur D. Little Ltd conducted a major review of the
Region’s research base in 2001, and a major finding was the degree to which Universities were pursuing
research agendas not aligned with the needs of local industry, and even where research areas were aligned,



science and technology committee (sub-committee ii) 169

21 March 2003] [Continued

identifying and accessing these opportunities proved diYcult because of the absence of eVective mechanisms.
The Science and Industry Council, the Centres of Excellence, and NorthSTAR provide these mechanisms.

3.6 More detail on the components of the Strategy and progress with its implementation is provided in the
primary evidence submitted by the Science and Industry Council.

How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

4. Development and Origins of the Strategy for Success

4.1 The Strategy for Success has been developed from a number of sources and in response to a variety of
drivers. Sources include the experience of working with key clusters, the Regional Innovation Strategy and
Action Plan, extensive cluster mapping and analysis, and the findings of the Arthur D. Little study. Drivers
include the publication of Opportunity for All in a World of Change (DTI/DfES, 2001), Productivity in the UK
(HMT/DTI, 2001) and key messages arising in advance of the 2002 Spending Review which then culminated
in the publication of Investing in Innovation: A Strategy for Science, Engineering and Technology (DTI/HMT/
DfES, 2002), the DTI Review of Business Support and the announced increase in the national science budget.

4.2 Moreover, in order to bring about the considerable step-change in regional levels of R&D, innovation
and entrepreneurship that was required, it was clear that a major programme of radical, sustained and
collaborative action was needed. As a consequence, the Strategy is a bold one and one which necessarily
prioritises a small number of SET fields.

4.3 The Region can no longer rely on attracting inward investment in the traditional sense. It needs to build
a knowledge economy and yet there is a limit to the number of SET areas upon which the North East Region
can build. Hence, the Strategy for Success prioritises five technology areas in which we have indigenous
strength and where there exists genuine potential for indigenous growth. In contrast to a reliance on
endogenous inward investment, the Strategy is inherently sustainable. In particular, the Centres of Excellence
will derive their own income streams and are aiming to achieve a financial position independent of the RDA
within five years.

4.4 The Strategy has explicitly sought to learn from international experience and best practice. One
NorthEast has recruited staV with substantial experience of international science and technology policy, has
analysed various models and examples, and has built key partnerships, including with MIT via the Cambridge
Massachusetts Institute. Best practice from these international examples has been adopted where appropriate
to meet the particular conditions of the North East.

4.5 The focused nature of the Strategy was welcomed by DTI when it was submitted and endorsed in
September 2001. The Regional Policy Unit commented that it was:

“a well put together Strategy, clearly identifying regional strengths and weaknesses . . . The Strategy
is clear on the Region’s drivers and opportunities for growth and the barriers that sit alongside
them. The key actions that need to be taken to drive the Region forward are well defined.”

5. Progress with Implementation

5.1 Considerable progress has been made since the Strategy’s formulation. The programme has gathered
momentum rapidly as increasing numbers of regional partners commit to the Strategy and its potential
impact becomes more apparent. The key activities have been the establishment of the Science and Industry
Council, recruitment of the Chief Executives of the Centres of Excellence, development of Centre business
plans, the development and refinement of the Centres’ corporate structure and constitution, a series of
regional and national launches, and securing further support from the EU. Section 5 approval was recently
granted by DTI to establish the Centres of Excellence as Companies Limited by Guarantee. The first
company, the New and Renewable Energy Centre of Excellence, was established in early February 2003.

5.2 A most striking element has been the degree to which both business and academia have supported the
Strategy and embraced the firm strategic lead that the RDA is setting. This is especially the case for business
leaders, who welcome the bold strategic vision presented and support our methodology for achieving it.

5.3 Whilst the Strategy for Success is a focused and prioritised programme, the Strategy is the cornerstone
of the Agency’s Regional Economic Strategy and Corporate Plan for the period 2003–06. Other important
RES activity, most notably the development of Frameworks for Regional Employment Skills Action
(FRESAs), other activity relating to graduate retention and workforce development, and the Regional
Cluster Development Programme, are structured in part on the basis of the Strategy for Success programme.
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Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

How do RDAs reach decisions on financial support for SET? How should success be judged?

6. Resources and Measures

6.1 Annex 2 presents the level of resources committed to the Strategy for Success and related SET projects
by One NorthEast over the period 2002–06. In the years 2003–06, the proportion of One NorthEast funds
devoted to the Strategy for Success ranges between 17 per cent and 25 per cent. It is also worthy of note that
the four Sub-Regional Partnerships in the North East of England receive a significant proportion of total One
NorthEast funds to advance Sub-Regional Action Plans. These include SET activity.

6.2 The Agency is actively seeking to take advantage of other sources of funding, for example, through
ERDF, ESF and the opportunities that arose through the DTI University Innovation Centre programme.
Under the UIC programme, the Region was awarded £7.2 million over the next five years for the Regional
Nanotechnology Initiative.

6.3 It is worth noting however that there is often a lack of alignment between regional, national, and
international funding sources. In some cases, diVerent funding sources are even incompatible. There are
examples where activities in the North East of England Objective 2 Programme are not aligned with the
Agency’s activities and objectives. Greater strategic alignment of the funding sources available to RDAs
would significantly enhance the impact of programmes like the Strategy for Success. This is discussed further
in Section 7.

6.4 The levels of expenditure detailed in Annex 2 are significant. These sums are necessary to create truly
world-class Centres of Excellence and to achieve the desired step-change in regional levels of R&D,
innovation and entrepreneurship.

6.5 The eVectiveness of the Strategy for Success will be measured by the following performance indicators:

— The levels of both public and private R&D expenditure attracted to the Region.

— A process of peer review—both regionally and nationally.

— A process of “business” peer review—the Agency will establish appropriate mechanisms to facilitate
this. This will lead to a greater understanding of how the Region’s Universities are supporting
business development.

— Levels of inter-University collaboration.

— Levels of University-Business collaboration.

— Number of spin-oV companies.

— Levels of investment—in particular, the numbers of Technology Transfer Agreements.

— Employment levels.

— GDP.

6.6 Independent studies are already identifying and reporting signs of success. The UK Innovation Survey
(DTI, 2002) conducted by the OYce of National Statistics, finds that during the period 1998–2000, the North
East Region has the highest percentage of large enterprises involved in innovation activity (89 per cent), and
for all enterprises, the North East (51 per cent) is second only to the West Midlands (52 per cent) and above
the UK average (47 per cent). Further, the North East cited the greatest likelihood of enterprises reporting
innovation-related expenditure (43 per cent compared to the UK average of 36 per cent) and more firms in
the North East regarded the science and engineering base as an important source of information (36 per cent
compared to a UK average of 28 per cent).

6.7 The London Business School Global Entrepreneurship Monitor study highlights that whilst overall,
entrepreneurship performance in the North East is still relatively poor, the North East is second only to
London in the numbers of technology start-ups (20 per cent compared to 25 per cent).

What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland, Wales
and Northern Ireland?

7. Alignment of National and Regional Policies

7.1 The Agency has allocated substantial funds to SET activities. Furthermore, through various measures,
including the funding of Sub- Regional Partnerships, we seek to influence the spend of other regional bodies,
including Local Authorities and Universities. However, much public funding allocated to such bodies,
including that explicitly allocated to SET activities, is not aligned with the Agency’s objectives and activities.
Moreover, national policies and funding for SET are generally developed without reference to regional
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activities with a consequence of further non-alignment. This alignment means that maximum benefit is not
being gained from SET expenditure, and may mean that various policies are in conflict with each other.

7.2 A clear example of this misalignment is Research Council funding with regional funding. Research
Council funding in general does not take account of regional objectives and activities when allocating funds.
Such an approach does not achieve potential gains from linking regional funding and Research Council
funding, for example, with the former providing capital infrastructure and the latter funding research staV.
This is not to suggest that Research Council funding should not be allocated to achieve scientific excellence.
Rather, the approach adopted by One NorthEast is also concerned with supporting scientific excellence.

7.3 It is the view of One NorthEast that substantial gains can be achieved by explicitly seeking to align
national and regional expenditure on SET. If this alignment is undertaken appropriately, it will not
compromise standards of scientific quality. The Agency therefore welcomes the discussions now taking place
between the Research Council and the RDAs, and seeks to accelerate these.

7.4 The Agency also welcomes the greater role for RDAs in such activities as HEIF and specific
programmes as UK Biobank. However, while strongly supporting the need for a regional dimension to
national SET policy, One NorthEast believes that national co-ordination is necessary to ensure that national
objectives are met and duplication avoided. This can be achieved by the RDAs working with national funding
bodies. A potentially strong example of such activity is the current development of a national strategy for
Nanotechnology by the DTI working in conjunction with RDAs.

7.5 A potential major concern where national policy may conflict with regional policy is the Higher
Education White Paper’s proposal to establish 6* Research Departments. It is important in identifying these
that due account is taken of regional needs and opportunities. It is the view of One NorthEast and the Science
and Industry Council that alternative approaches for achieving critical mass should also be examined, such
as Centres of Excellence.

8. Finance for SET in Companies

8.1 The Agency and partners have established a number of activities to support SET within companies,
particularly SME’s. These include Venture Capital Funds and Loan Funds. Some of these are for general
purposes, while others are dedicated for particular purposes such as the environmental sector. Further details
are provided at Annex 3. The establishment of NorthSTAR will have a significant impact on the availability
of funding for SET in the Region, by providing Proof of Concept funding, and acting as an informal gateway
to other sources of funds.

8.2 The Agency is examining the development of a potential fund for Research and Development which
would utilise European Regional Development funding. The Agency welcomes the introduction of R&D tax
credits and is seeking to improve awareness and take up.

9. Institutional Capacity

9.1 The Agency recognises that there is often limited understanding of the role of SET in regional
development institutions, including One NorthEast, apart from within specialist expert groupings. This
limited capacity can hamper the eVective implementation of SET policies. It is clearly important that RDAs
and other institutions concerned with regional development acquire greater understanding of SET and its
importance. This requirement is emphasised with the potential development of devolved Regional
Assemblies.

10. Concluding Remarks

10.1 In many ways, the Region’s Strategy for Success is being held as an exemplar strategy for the rest of
the country. On the back of the Strategy, there have been many detailed discussions between Government
and the Region on the future of science and technology and associated funding streams, and in particular,
the role science and technology can play in the social and economic development of Regions.

10.2 The key lessons that have arisen during the design, development and implementation of the Strategy
for Success include:

— The importance of a focused and prioritised Strategy.

— The importance of the Strategy as an activity in its own right, but also as a source of development
through commercialisation.

— The importance of inter-University collaboration and the achievement of critical mass.

— The need to genuinely achieve international excellence.
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— The value in spending time, eVort and resources in obtaining stakeholder buy-in and ensuring that
business and academia consult one another and work together.

— The importance of international best practice and experience.

— The need to let key stakeholders shape the detail of emerging strategies.

— The need to align regional and national policy.

— The fact that RDAs are not utilised to their maximum advantage to support SET.

— The need to improve understanding of the regional dimension amongst science policy makers.

— The need to improve understanding of the role of SET in regional development amongst regional
policy makers—including within RDAs themselves.

February 2003

Annex 1

REGIONAL EXPENDITURE ON R&D BY SOURCE OF FUNDING

Expenditure in 2000 by source Expenditure in 1999 by source
(£ million) (£ million)

Higher Higher
Business Government Education Business Government Education

United Kingdom 11,510 2,134 3,633 10,231 2,073 3,040
North East 164 2 122 178 3 105
North West 1,451 57 287 1,224 58 238
Yorkshire and Humber 304 48 284 287 31 241
East Midlands 933 56 204 775 51 159
West Midlands 576 194 192 708 182 167
East of England 2,758 259 324 2,367 255 211
London 810 258 895 614 202 775
South East 2,964 635 515 2,542 698 460
South West 867 307 160 907 329 138
England 10,827 1,816 2,984 9,601 1,809 2,494
Wales 144 65 139 125 51 113
Scotland 400 238 440 424 200 375
Northern Ireland 139 15 70 81 12 57
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Annex 3

Equity Debt Grant

Bridges Community Ventures
£100k to £2m VC fund

Public / private sector financed - No direct
Agency funding

Capital NorthEast
£250k max. single tranche investment

Public / private financed VC fund
No direct Agency contribution  Agency

North East Investment Fund
Three

(Proposed £18m  Mezzanine Finance Fund)
Max. £250K investment

2 X Micro Loan Funds
Max. £15K loan with mentoring

T&W Business Link (£2m) general fund
Environmental Industries Federation (£1m)

Innovation Action Fund
3-stage grant scheme

Funding innovative activities by individual
SME s and groups of SME s

Proof of Concept Fund
Proposed Strategy for Success Fund offering grants / grants
convertible into equity

To be funded by the Agency / ERDF Objective

North East Seed Capital Fund
Max. £150K in businesses incorporating

technology from regional university research

Community Loan Fund NE
£15K - £50K for social and community enterprises

Spirit of Enterprise Fund
£1K - £5K loans for disabled entrepreneurs

In
cr
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n
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iz
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MAJOR REGIONAL FINANCE SCHEMES

Memorandum by Yorkshire Forward

1. Introduction—the Regional Context:

Yorkshire and Humber has a population of 4,964,838 (April 2001), equivalent to 8.45 per cent of the UK
population. In 1999 regional GDP was £57.5 billion, (7.4 per cent of the UK total). In terms of GDP per head
Yorkshire and Humber is one of the poorer regions with only the North West, North East and Wales having
a lower figure. Yorkshire Forward has an annual budget of £290 million for 2002–03 of which over £50 million
is allocated to SET based projects.

Yorkshire and Humber has an extremely strong research base with over £240 million (1999) spent on
research and development in the region’s eight research active universities, one of the highest levels in the UK.
However, this needs to be better linked to businesses where levels of research and development are joint
second lowest in the UK. Annual business R&D investment is less than 40 per cent of the UK average at
£300 million (1999). The region is also the recipient of lowest Government investment in R&D outside of the
universities. Figures 1 and 2 at Annex A below illustrate these trends.

It is clear that the university sector plays an unusually large part in the region’s science base. In no other
UK region outside London does such a high proportion of R&D expenditure (approximately 44 per cent)
take place in the universities and in no other region outside London and Scotland is such a small proportion
accounted for by industry (approximately 47 per cent). In Yorkshire and Humberside this places a premium
on both the quality of university research and on the eVectiveness of its links to industry. Yorkshire and
Humber benefits from the White Rose Consortium, a high profile collaboration between Leeds, SheYeld and
York Universities, that has a combined R&D spend that exceeds either Oxford or Cambridge. Within the
regional universities, research is conducted to standards of international excellence corresponding to RAE
ratings of 5 and 5* in all major disciplines and notably in some disciplines that are not well represented
elsewhere in the UK (eg, Food Science at Leeds and Interdisciplinary Informatics at SheYeld).

The science base for the Yorkshire and Humber region is an important asset for economic development,
with the potential to provide knowledge, skills and technology to help drive growth and open up new
opportunities for the region and its people. Yorkshire Forward is working in partnership with key regional
stakeholders and delivery organisations to facilitate and support the development and exploitation of the
regional science base as prioritised in the Regional Economic Strategy (RES). The RES places emphasis on
growing the region’s businesses in five key Clusters and “puts the region’s universities at the heart of economic
development”. R&D and technology transfer from the region’s universities to businesses to encourage
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innovation is a prime objective of the RES. The RES also prioritises the enterprise agenda with particular
focus on spin outs from the Higher Education sector.

Yorkshire Forward commissioned Arthur D Little Limited to carry out a comprehensive review of the
strength of the regional science base and degree of linkage between R&D providers and regional businesses.
This has informed much of our on going SET agenda and strategy.

2. How and to What Extent do RDAs Develop and Exploit Science, Engineering and Technology

(SET) to Stimulate Employment, Employment Opportunities, Regeneration, Wealth Creation and

Improved Skill Levels?

The typical organisations that work in partnership with Yorkshire Forward on SET agenda include the
research active Higher Education Institutes (HEIs), namely the Universities of Leeds, SheYeld, York,
Bradford, Huddersfield, Hull, Leeds Metropolitan and SheYeld Hallam, the Further Education Institutes
(FEIs), the Learning and Skills Council (LSC), the Sector Skills Council, the SETPOINTS, the independent
research organisations, such as the DEFRA Central Science Laboratory (CSL), The NHS, the Research and
Technology Organisations (RTOs), the New Centres of Vocational Excellence, the New Technology
Institutes (NTIs) and business support organisations such as Business Links and the Small Business Service
(SBS). YF also works closely with the business community including organisations such as the Institute of
Directors (IOD) and Confederation of British Industry (CBI). More details of some of the activities
undertaken with these organisations are highlighted in the Framework for Regional Employment and Skills
Action (FRESA).

The following section summarises the programmes that Yorkshire Forward has put into place in order to
exploit SET. These can be broadly categorised under the following headings.

(a) Knowledge Transfer and Wealth Creation

— Science City York, a partnership initiative that has shifted the main employer base away from
tourism towards science.

— The Advanced Manufacturing Park exploits the expertise of SheYeld University’s world-class
Engineering Faculty to attract Boeing and other public and private partners to establish a world-
leading centre for materials cutting technology.

— Bradford’s Institute of Pharmaceutical Innovation, to exploit research excellence in pharmaceutical
innovation for drug discovery and development.

— Centres of Industrial Collaboration, a network of regional Centres to serve as focal points for the
transfer of technology and knowledge from regional HEIs to facilitate innovation in regional
businesses.

— Knowledge RICH, a regional science and technology information service to inform business of
technology based opportunities, improve access to and awareness of regional expertise, encourage
good practice replication and to pilot new ways of increasing knowledge transfer and business
competitiveness.

— Innovation Promoters, industry based Cluster specialists who provide practical and financial
assistance to encourage businesses to become more innovative.

— Preparatory Awards to provide financial and practical assistance to SMEs who wish to participate
in European Framework 6 Craft projects.

— Integrated Projects Support, to provide practical assistance to help regional HEIs be successful in
applying for European Framework 6 Integrated Projects.

— The West Yorkshire University Business Start Up programme aims to bring together the
Universities of Leeds, Bradford, Huddersfield and Leeds Metropolitan to share best practice and
encourage enterprise development.

— The Yorkshire and Humber Venture Capital Fund of £25 million (in partnership with Barclays and
the Royal Bank of Scotland), the White Rose Technology Seedcorn Fund of £9 million (in
partnership with the University Challenge Fund) and the South Yorkshire Fund provide equity
finance to grow small companies.

(b) Skills and Employment

— Yorkshire Forward Chairs in regional HEIs, to provide additional funds to encourage the retention
of high calibre Professorial candidates in regional HEIs and to encourage their involvement in
knowledge transfer.
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— Enterprise Days in HEIs to promote business start up as a career for graduates.

— High Level Skills for Industry, collaboration with FE colleges to provide a high level skilled
workforce for the region’s engineering, electronics, multimedia, automotive and medical industries.

— Identification of current and future skills needs for the Clusters/Sectors in partnership with the
Sector Skills Development Agency.

— High Level Management and Leaderships Skills for Business with the LSCs, HEIs and Business
Links.

— Workforce development programmes with the Centres for Vocational Excellence and the New
Technology Institutes.

(c) Networking and Communication

— Network Brokers, Cluster specialists from industry who promote science base/industry
collaboration and identify technology provision in the HEIs and other organisations (eg, DEFRA’s
Central Science Laboratory).

— Connect Yorkshire, practical and financial assistance to help stimulate and establish the
development of high technology based companies in the region.

— High Growth Business Network to support the development of high growth companies in the
region.

— Informal networking routes of knowledge and technology transfer via the Cluster and Sector
Steering Committees.

(d) Sustainability

The unique focus of a Tier 3 target to reduce greenhouse gas emissions is starting to drive our support
for innovation and research for areas which aVect:

— energy generation (renewables, especially gasification and clean coal);

— energy eYciency (sustainable construction, ecodesign and supply chain work);

— alternative fuels (biofuels and hydrogen); and

— resource productivity (putting the concepts of industrial symbiosis into practice and doing market
development work for recyclates to provide the “pull” for research and innovation in waste-to-
product transformations).

(e) Regeneration and Infrastructure

— York Bio-incubator, Phase 1 and 2 to support new business start-ups in the field of Bioscience.

— York IT-incubator to support new business start-ups in the digital industries.

— The Institute of Pharmaceutical Innovation in Bradford incorporates state-of-the-art research
facilities for drug design and development as well as incubator space for new start-up companies.

— Yorkshire Forward has campaigned with regional HEIs and Selby Mines for the new European
Spallation Source to be sited in North Yorkshire. This project would regenerate a community that
has suVered from the closure of its coalfield and would provide a large-scale science infrastructure
investment in this region.

Case Studies

More detailed information on a small number of representative case studies is provided below.

Science City York

Under the banner “Science City York”, the local council has selected three areas of technology in order to
bring more focus to its economic development activities, which has shifted the main employer base away from
tourism towards science. The Bioscience Cluster team has extensive contacts with one of these three areas:
Bioscience York. This is a network based around the city that involves private business, the University of
York and Yorkshire Forward working together to grow the local bioscience cluster.

The region’s first Bioincubator opened in May 2002 on the Science Park at the University of York. It
provides specialist business accommodation for new-start bioscience businesses. The total cost of the facility
was £7 million, with Yorkshire Forward contributing £2 million. It is estimated that it will attract 20 new
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businesses by March 2005 of which a minimum of 10 will be laboratory based. This will see the creation of
200 new jobs.

The Bioscience York Secretariat manages an active network of over 100 local companies (and the
University), and organises a range of events including breakfast briefings and scientific seminars. The network
exists to promote best practice within the cluster. Yorkshire Forward has worked closely with Bioscience
York and the University to promote the sub-region’s strengths to potential investors. To date two small
biotech companies have established their oYces in York.

YF and Bioscience York, in conjunction with the BioIndustries Association hold an annual Bioscience
Forum that exists to showcase the research and commercial bioscience strengths of the region’s companies
and universities.

Bradford Institute of Pharmaceutical Innovation

The Institute of Pharmaceutical Innovation (IPI) at Bradford University will provide a dedicated facility
to exploit research excellence in computer modelling and mathematical manipulation in the pharmaceutical
field to seek to reduce the exceedingly long development times for drugs to reach the marketplace. The work
will encompass all areas of drug development from drug discovery and design, pre-clinical testing, clinical
trials and product formulation. This will provide an additional research focus in the niche Bioscience Cluster
area of Entrepreneurial Drug Discovery and Development. In addition, the facility will draw upon and
develop, research excellence in the fields of cancer research and biomedical sciences, with strong links to the
Tissue Engineering and Biomaterials niche areas of the Bioscience Cluster. Provision exists within the
institute to incubate new start-up companies.

During its first three years, the project will achieve seven new business start-ups, 30 new jobs and £4 million
in increased turnover for bioscience companies. The aim is to develop a site where there are clear synergies
between the organisations as well as contributing towards the wider economic benefits of the sub-region and
the region as a whole.

Advanced Manufacturing Park (AMP)

Yorkshire Forward, SheYeld University and UK Coal have worked together to develop and market a 100
acre brownfield site in South Yorkshire for a new Advanced Manufacturing Park. The AMP aims to be an
international model for engineering research and manufacture and to function as a key enabler for the
development of high technology in the region for the aerospace, high performance automotive and medical
devices industries. This initiative has stemmed from an alliance between SheYeld University and the
aerospace manufacturer Boeing, who were attracted to the region because they recognised the world-class
strength of SheYeld University’s Engineering Faculty and their multi-disciplinary and innovative approach
to solving manufacturing problems. The AMP will provide state-of-the-art R&D facilities which have
attracted companies specialising in casting, forming, machining and joining to base their R&D facilities at
the site.

The AMP is a phased programme, the first phase involving attracting high value added, knowledge based
organisations within the fields of aerospace, automotive and medical related industries to the Park. These
companies are supported by SheYeld University’s Aerospace Manufacturing Research Centre that is also
based at the site. The second phase is targeting advanced manufacturing and engineering companies to the
Park and the third phase will focus upon attracting new start-up incubation and support activity. The aim is
to develop a site where there are clear synergies between the organisations, as well as contributing towards
the wider economic benefits of the sub-region and to the region as a whole.

Children Challenging Industry

Children Challenging Industry is a national project managed by the Chemical Industry Education Centre
at the University of York. The strategic objective for the project is two-fold and aims to raise the reputation
of the UK chemical industry and to improve the quality of science teaching in primary schools. It does this
through working with companies to improve the relationship and the support they oVer to primary schools
in their region. It also provides classroom-based training for teachers in the teaching of the National
Curriculum for science and challenges primary school children and their teachers’ perception of the chemical
industry and its relationship with science.

Yorkshire Forward has funded this programme in Humberside throughout the past year and in January
2003 expanded the project to West Yorkshire. The Humberside project achieved the involvement of 35
schools, the participation of 1,200 children and 320 teachers and 16 chemical site were visited.
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Colin Deas, Site Director at Huntsman Tioxide said: “In the long-term, it is vital that we see education as
a preparation ground for later life including the world of work. Chemical sites are real places oVering good
jobs to real people who need them to succeed for their own job security. Equally, the chemical industry is an
important part of the country’s economy. We need people to appreciate what we do, and wanting to become
part of it. Children Challenging Industry is definitely doing this, and is definitely worth it.”

3. How do Advances in SET and National SET Policies and Initiatives Influence and Inform RDAs’
Strategies?

The Innovation Team within the Business Competitiveness Group is responsible for driving SET agenda
within Yorkshire Forward and leads the Agency’s SET interventions. This team works closely with other
groups, such as the DTI and HEIs to provide an input to, and to help and develop national policy. The
Yorkshire Forward structure is geared to support science business innovation. The Business Directorate
alone has 14 first degrees in SET, four higher degrees and three PhDs in science and engineering disciplines.
Its employees have in excess of 300 years experience in developing or managing technology in commercial
environments. The Board members at Yorkshire Forward have over 100 man-years in the senior
Management or Directorship of SET based companies. This level of SET expertise and experience enables
appropriate decisions to be made about the development of strategic interventions in SET.

Yorkshire Forward responds to national and regional enquiries through close consultation with its
partners in order to incorporate their views. These partners include key regional stakeholders such as the
HEIs, the Cluster and Sector Steering Committees, Business Links and the LSCs among others. The White
Rose Consortium and a team from Yorkshire Forward meet regularly to discuss and exchange views. The
regional universities unite through The Yorkshire Universities Association and Yorkshire Forward is
represented at their Regional Policy Committees.

Yorkshire Forward is also represented on a number of national-inter RDA networks that inform our
responses and strategies. These include the Cross RDA Cluster Strategy Group that is chaired by Gary Marsh
of Yorkshire Forward, the Network of RDA Science/Innovation Mangers, the Regional Innovation and
Clusters Group (RDAs and Devolved Administrations), the Enterprise Directors Group and the RDAs Chief
Executives Board.

Yorkshire Forward is currently developing plans to establish The Yorkshire and Humber Science Council,
with a view to it being established in Autumn 2003. The Yorkshire and Humber Science Council will be
comprised of key stakeholders from business and the research base who will together identify and promote
common priorities for science investment and raise the profile of science and technology in the region. The
Council Chairman will be a vociferous campaigner for the region and will lobby Government and the regional
science and business base to encourage large-scale science investment and innovation.

Yorkshire Forward has an excellent working relationship with all the HEIs and particularly with the White
Rose Consortium (Leeds, SheYeld and York). Yorkshire Forward have seconded a senior regional
University Pro Vice Chancellor as their Higher Education Strategy Director who works with across all
Directorates within Yorkshire Forward to build partnerships with all the regional HEIs. This ensures that
new developments and initiatives that originate within the HEIs or within the RDA, are developed in
consultation for maximum impact. EVort is made to ensure that all national initiatives such as HEIF are used
to leverage matched funding opportunities where possible. Yorkshire Forward is working with the regional
HEIs to develop a collaborative approach to applications for the next round of HEIF funding.

4. Do RDAs Take Full Advantage of all Available Local Regional and National SET Facilities,
Expertise and Funds (including EU funds) in Implementing their Policies?

Yorkshire Forward has put in place measures to take full advantage of the strengths of the science base
within our regional universities and has prioritised exploiting these assets to the full. Qualitatively the region
has real and substantial scientific strengths across parts of a wide spectrum of disciplines with excellent RAE
scores in all major disciplines. Examples of key strengths include the Interdisciplinary Research Centre in
Polymers (Leeds and Bradford), the hosting of two Faraday Schemes (Plastics and Packaging), the strength
of the White Rose Consortium, excellence in Green Chemistry, the York Hull Biomedical corridor, West
Yorkshire HEI expertise in advanced engineering and South Yorkshire HEI expertise in Materials.

Yorkshire and Humber benefits from the world-class facilities at the DEFRA Central Science Laboratory.
The region also incorporates a National E Science Centre, an award that stemmed from recognition of the
world-class high level computing expertise in the White Rose Consortium’s GRID network. The region has
strengths in science learning and education, as indicated by the recent bid to host a National Science Learning
Centre. Yorkshire and Humber and Yorkshire Forward also contribute to the Northern Defence Association
and host the Chemicals Centre of Innovation.
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The RES has prioritised investment in industry Clusters and therefore Yorkshire Forward has chosen to
focus upon five key Clusters, namely, Advanced Engineering and Metals, Bioscience, Chemicals, Digital
Industries and the Food and Drink (including Agriculture), as well as the priority Sectors of Textiles,
Construction and Freight. The skills of Yorkshire and the Humber’s people will be vital to meeting the
objectives of the RES. The FRESA aims to promote and create a culture in which education, learning and
skills are highly valued by individuals and by businesses. Yorkshire Forward works with the LSCs, Sector
Skills councils, Trade Unions, HEIs, FEIs, Local Authorities, Connexions, Learndirect/Ufi, local learning
partnerships and the third sector to lead a coordinated campaign to promote the benefits of learning to
individuals and businesses. This will focus on high level skills, SET and ICT to improve quality of life and
strengthen the economy.

European Objective 1 and 2 funds have been used for a number of projects where the delivery will be in
the priority locations. The Centres of Industrial Collaboration Programme that facilitates the exploitation
of expertise, facilities and resources in the regional HEIs to transfer technology, expertise and know-how to
business, has utilised both Objective 1 and 2 monies. The total programme budget is £11 million of which
22 per cent is comprised of both Objective 1 and 2 monies. The Yorkshire Forward Innovation Promoters
Programme also incorporates a similar proportion of Objective 1 and 2 funds in a total programme budget
of £11 million.

Yorkshire Forward has provided funds and practical assistance to enable SMEs to access EU Framework
six funds for CRAFT projects (the Yorkshire Forward Preparatory Research Award in partnership with the
Yorkshire and Humber Innovation Relay Centre). Yorkshire Forward’s Integrated Projects Programme
provides practical assistance and training to encourage and assist staV within the regional HEIs to apply for
and be successful in obtaining funds from European Framework six Integrated Projects programme.

5. How do RDAs Reach Decisions on Financial Support for SET? How Should Success be Judged?

Yorkshire Forward develops its SET intervention programme via a number of approaches. These include
proposals put forward by regional partners through the regional and sub-regional action planning process
as well as those developed within the Business Directorate through the Business Competitiveness Group and
the Innovation Team. These proposals are also put forward through the Regional and Sub-Regional Action
Plans. The Business Competitiveness Group has a suYcient breadth of experience and qualifications to
develop SET based proposals.

In accordance with our seven-stage Performance Management Framework (summarised in Annex B),
these proposals are initially evaluated by the Executive team of Yorkshire Forward to determine the strategic
fit with the RES and the FRESA. These procedures ensure that the proposed outputs, budget and work
programme of any new proposals meet the needs of the region, complement existing programmes and do not
duplicate other projects. Each proposal is reviewed through a number of stages and dependant on the
project’s size it is referred to the Yorkshire Forward Board and/or DTI/Treasury for project approval. All
projects considered for financial approval must oVer a value for money proposition, so that the outputs
exceed the initial level of direct investment and must oVer realistic mechanisms and methods whereby the
deliverables will be achieved.

All RDAs are in many ways constrained by the DTI targets and Tier 2 & 3 outputs which focus upon factors
such as the number of jobs created and the number of new business start-ups. This means that in the case of
many new proposals, and in particular SET based proposals, these seem to oVer poor value for money in that
they often do not result in high numbers of direct jobs or the meeting of other Tier 3 targets. Therefore, in
order to enable a SET based project to be authorised it is necessary to include a number of other potential
outputs, which when taken in combination satisfy the overall value for money case of that particular project.

Prior to submission to the Yorkshire Forward Board all project proposals are discussed with key regional
and national stakeholders. As a part of this consultation process the region’s universities are engaged to
provide specialist advice and input into the programme development process. These consultations range from
individual meetings with University Vice-Chancellors to group meetings and seminars with the relevant
academics and support staV.

6. What Lessons may be Learned from the RDAs’ Approach to SET, and from the Longer Experience

of Scotland, Wales and Northern Ireland?

The profile of SET in the region is crucially important for maintaining competitiveness in the short to
medium term and in the longer term for attracting the type of talent and creating the investment climate that
the region will need. The RDA has a central role to play, not so much in leading the charge alone but in acting
as a catalyst and enabler to ensure that the leadership is visible and working for the benefit of the region. The
RDA should also foster a spirit of collaboration across industry, universities and the public sector and
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provide a variety of seminars and other events to enable the sharing of knowledge and expertise, particularly
amongst very senior representatives from those key sectors.

It is imperative to the long-term success of the region that large scale investment is brought to the region.
The region has worked in partnership with key stakeholders to develop applications for large-scale projects,
such as the Yorkshire European Spallation Source, which would provide significant science infrastructure
and investment to promote the region as a centre for SET. This includes the requirement for blue sky research
to push back the boundaries of our understanding and enable the region to compete in an increasingly tough
global market. In the case of the DTI’s National Microsystems and Nanotechnology Project the English
RDAs, the Welsh Development Agency and Scottish Enterprise are cooperating to pool their research
findings into these two linked fields and will report back through an RDA-DTI steering group.

It is important to involve external SET expertise at the highest level in order to lobby for investment in
Yorkshire and the Humber, to promote the region from the outside and to promote best practice from the
top down. The Cluster Steering Committees have proven to be an invaluable assembly of senior
representatives from industry and academia who often act as a sounding board to discuss new initiatives and
also can provide a non-regional perspective.

The RDAs should provide a coordinated approach to third leg funding and support and encourage our
regional universities to maximise the leverage of third leg funds. Yorkshire Forward is committed to working
in partnership with our regional HEIs to develop a coordinated approach to leveraging public sector funds,
such as HEIF, Research Council funds and DTI science based initiatives, into this region.

Yorkshire Forward have benefited from sharing best practice with other RDAs. The strategy in Yorkshire
and Humber includes adoption of successful practices from other regions and the adaptation of those
concepts to match to needs of this region. Examples of this could include the Welsh Development Agency’s
CETIC programme that pioneered the concept of centres of excellence at the HEIs for technology transfer
to business. This concept has been adapted in this region as Centres of Industrial Collaboration, since it was
clear that the academic science base has much to oVer to business whilst business was largely unaware of how
or where to tap into that resource base.

Yorkshire Forward has learnt from the North West experience of mapping the science base and used a
similar approach in this region. The concept approach was also used in adapting Scottish Enterprise’s
Enterprise Shows within the context of this region. The Young Enterprise “Get into Enterprise Pack” has
also been purchased under licence from Scottish Enterprise and the Yorkshire and Humber Business Birth
Rate Strategy was also developed through consultation with colleagues in Scotland.

7. Summary of Key Recommendations on Best Practice and Issues to be Considered.

There is an increasing need for RDAs to collaborate on large scale and particularly national projects. A
good example of this is the three northern RDAs (Yorkshire Forward, North West Development Agency and
One North East) collaborating to support the development of a National Chemicals Innovation Centre. The
RDAs have the best regional and local knowledge of SET strengths and these resources should be utilised
when national SET initiatives are being planned. This should lead to better access to and a balance between
regional, inter-regional and national facilities.

The RDA should become more involved in helping regional HEIs to identify their areas of real strength
(potential RAE grade 6* Units of Assessment (UoAs)) that should receive preferential funding and also to
identify departments within the universities that are less strong and may need to be rationalised or pooled
into similar UoAs at other HEIs for economies of scale and increased strength through collaboration.

The RDAs clearly have a role to play in driving the SET agenda as a means for regional economic
development and sustainability. The main role of the RDA should be as a facilitator and an enabler to support
other key stakeholders and particularly the HEIs in achieving the RES. It is likely that further benefits, in
terms of impact and influence, could be achieved if the RDAs were more closely involved in the early
development of national science policy. Yorkshire Forward would welcome closer integration of and more
direct involvement in the decision making process for the allocation of central funds, such as HEIF.

8. Further Information Enclosed

— Annex A—Graphical representations of the R&D investment in the UK regions.

— Annex B—Summary of Yorkshire Forward’s Performance Management Framework.

— The Regional Economic Strategy 10-Year Strategy for Yorkshire and Humber 2003–12.

— The FRESA for Yorkshire and Humber.

— Progress in the Region—Key Findings and Policy Implications.
February 2003
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Annex A

Figure 1: R&D investment in the UK regions as a percentage of GDP (data from 1999)
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Figure 1: R&D investment in the UK as a percentage of GDP (Data from 1999)

Figure 2: Breakdown of R&D expenditure between universities, Government and business sectors for the
UK regions (source: ONS 1999)
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Annex B
Figure 3: Performance Management Framework
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Introduction and Overview

1.1 Introduction

Yorkshire Forward is introducing a new Performance Management Framework for the 2002–03 financial
year. The framework will start being used in January 2002 for projects whose delivery stage will commence
from April 2002 onwards and has been developed in conjunction with the implementation of Oracle Project.

2002–03 is the first year of the “single pot” and brings with it more money and more flexibility. In exchange
for this increased flexibility the RDA’s have introduced a more standard approach to project implementation
and monitoring while allowing the organisation to align funds more closely with the Regional Economic
Strategy (RES) and the Corporate Plan. 2001–02 was a transitional year in which we took the opportunity
to pilot a method of working in order to learn lessons for full implementation.

In return for the “single pot” RDA’s have to deliver challenging targets and maintain a robust appraisal
and monitoring framework. We must remember that it is taxpayer’s money that we spend and we need to be
able to demonstrate where we are spending it, that we have been fair and that our investments represent value
for money.

The introduction of the new framework with its closed loop will bring real benefits:

— it enables us to join up the RES, the five Action Plans and the Corporate Plan;

— it gives us a robust seven stage process that involves Board, the Executive Team, the Strategic Panel
and Finance;

— we can demonstrate an independent assessment to eliminate gaps, ensure clarity of objective, test
assumptions and ensure appropriate linkages are made;

— it enables us to do away with legacy systems that did not meet our needs and have all projects
recorded in one common, easy to use system that is integrated with the financial system;

— we will be able to generate the management information we need in order to manage our
business; and

— it enables us to clearly demonstrate compliance with delegations and a full audit trail.

Good Practice

The guidance has been prepared to ensure that good practice procedures have been followed and
implemented in all projects that have been brought forward and approved though each stage. The following
good practice methodology has been applied throughout this guidance and should be adhered to at all stages
of the performance management framework:

Accountability

To ensure that at each stage of the projects development the responsibilities and duties of those involved
are clearly stated.

Transparency

To ensure that through each stage of the process the methodology of approach undertaken is
comprehensive and that the decision making process is fully documented.

Ownership

To ensure that ownership of the project is clearly defined at all stages of the process to encourage both
cross-directorate discussions and teamwork through the organisation as a whole.

Consistency

To ensure that consistent approach to project development, appraisal, evaluation and monitoring is
applied to all projects.
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Audit Trails

Clear audit trails at each stage of the process will ensure that the justification for the necessity of
undertaking the project is clearly demonstrated and that project delivery is being made in accordance with
the project plan. In addition all projects must ensure that the outputs and outcomes set out in the stage two
and stage three proposals have been achieved. Where the project delivery varies from an original submission
it is essential to ensure that the decision-making processes have been documented and that all justifications
for changes have been recorded. As an organisation Yorkshire Forward is subject to external audit by third
parties and must be able to clearly demonstrate that methodology of approach to projects is both consistent
and that the documentation contained on each project file is complete.

Skills

In order to achieve the aims of the project all staV involved in a project must be able to clearly demonstrate
their capability to deliver the tasks set.

Communication

It is important that as an organisation Yorkshire Forward develops and fosters relationships both
internally and externally. This will ensure that projects are targeted at areas where the funding is required the
most and that expectations of delivery between Yorkshire Forward staV and external bodies are met.

Segregation of Duties

To ensure that at each stage, staV involved in the review process are fully independent of the staV who have
worked up the proposal.

1.2 Purpose of this Guidance Manual

This guidance is intended to assist Project Managers in taking their projects through the whole project life
cycle, from inception to post investment evaluation together with the reporting requirements of Oracle
Project. This manual and the development of Oracle Project is just one part of a whole series of changes that
are proposed in order to support eVective project appraisal and management. These will include a new quality
assurance approach featuring standardised documentation; separation of duties; project filing; the
development of a robust performance reporting framework and a consistent approach to performance
management; and the provision of training and support to staV involved in projects.

For convenience, the guidance collates a wide range of relevant material together. Some of this is relatively
detailed and technical in nature. However, whilst ensuring a suitably robust approach, we are keen to make
the guidance as supportive and straightforward as possible. Where the Framework impacts on Oracle Project
we have matched the two systems for ease of use.

1.3 Overview of the Process

All projects will need to go through the full Performance Management Framework. This is structured into
seven stages, which guide the progress of projects from inception through to implementation and evaluation
together with the reporting requirements of Oracle Project. In simple terms, the links with Oracle Project are
as follows:

Appraisal Stage PMF Oracle Project

Stage 1: Initial approval by Executive Team Inception—Entry of project on Oracle
Project

Stage 2: Strategic Panel, submission and Preliminary Budget Approval—Entry and
approval or “fast-track” approval approval of initial project development
through Strategy and Policy Team for costs only. Entry of draft outputs and full
projects less than £200,000 budget if required.

Stage 3: Full Project Appraisal Full Budget Approval—Full approval of
detailed financial budget and outputs

Stage 4: Approval of expenditure by Executive Full Budget Approval—Full approval of
Team, Board or Government according detailed financial budget and outputs
to financial delegations
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Appraisal Stage PMF Oracle Project

Stage 5: Agree contract(s) for project delivery Completion—Entry of actual outputs and
actual financial outturn

Stage 6: Implementation and ongoing project
management and monitoring

Stage 7: Project completion and evaluation Final Close—System shutdown—no
further recording of outputs/out-turn
possible

The diagram on page 13 explains the Project Management Framework in more detail and further guidance
on all stages is contained in the following sections of this manual. NB: where Oracle Project impacts on the
stages these are addressed separately throughout the Performance Management Framework documentation.
The key features of the process are summarised below:

Project Development

The requirement for all projects to be included in a sub-regional action plan or the Regional Action Plan
remains. Projects that go forward could have been devised internally by Yorkshire-Forward or by a partner.
In all instances, a Yorkshire Forward Project Manager, as agreed by the supporting Director, will take
responsibility for steering a project through the Performance Management Framework. This will include all
stages from project preparation and appraisal to evaluation. This framework is an internal process to
Yorkshire Forward. Partners will not be allowed to take projects through the process, it will be the
responsibility of the Yorkshire Forward Project Manager. Naturally, where a project is progressed with or
on behalf of partners, the Project Manager should ensure that partners are kept fully informed.

Timing

All project proposals should be closely related to the corporate planning process. In practice, this will mean
that Stage 1 project summaries should normally be produced in the autumn/winter prior to their potential
inclusion in the Corporate Plan. Projects should then be progressed to Stage 2 and beyond after the draft
Corporate Plan has been sent to Government. Usually this will mean submitting Stage 2 project proposals
between January–March. The aim is for Project Managers to be able to clear projects through Stages 2 and
3 within 60 working days of a Stage 1, where at all possible, to guarantee funding. Projects developed at a
late stage in the financial year may be restricted by funding availability.

Detail

Generally, the level of detail you go into in proposals should reflect the scale of the project proposed. Those
spending modest amounts will not be expected to provide the same level of detail as multi-million pound
projects. In addition, it is anticipated that Stages 1–2 should be relatively straightforward to complete. This
is intended to ensure that projects are heading in the right direction before detailed work for full appraisal is
entered into. The key requirement is that suYcient information is available about the project to enable a
considered judgement to be made. It will be the responsibility of the various panels to ensure all necessary
information requirements are adequately met. A range of factors will be taken into account in appraising a
project, however the main review points will be strategic fit and integration issues, project costs, outputs/
outcomes and a review of the associated risks.

Fast Track

To reduce bureaucracy there will be a fast track process for projects with a total value under £200,000. For
these projects a Stage 2 pro-forma will still be required. However, instead of going through a full Strategic
Panel approval process they will be dealt with by the Performance Management Team in conjunction with
the Strategy and Policy Directorate. Any decision made on the project will be reported to the Executive Team
by the Performance Management Team together with other projects that have been through the full Strategic
Panel process. All projects will need to go through the remaining Stages 3 to 7.
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Contractual Obligations

Once a project has been approved a “contract” will deem to exist between the project sponsor and
Yorkshire Forward. In return for the requested resources being made available the project sponsor will be
obligated to use the resources as indicated, including in the timescales indicated, and deliver the milestones
and outputs indicted. Should the project sponsor leave Yorkshire Forward the project sponsor’s line manager
shall become responsible for the “contract”.

Project Monitoring

Although project monitoring reports shall be produced at certain times, project monitoring shall be an
ongoing activity and shall be the responsibility of the project sponsor. The original “contract” shall deem to
exist until such time as revised details are formally agreed. There will be no automatic agreement of revised
details, either spend or outputs. The presumption will be that the scheme will be managed back on track.
Revised details will only be agreed following a detailed review.

Specific individual project monitoring reports shall be completed at what is deemed to be “practical
completion” stage and “post project completion” stage. The timing of the post project completion report will
be decided at “practical completion” stage. Both the practical completion and post project completion reports
will be submitted to the Project Review and Best Practice Group.

Evaluation and Review

The Project Review and Best Practice Group will after reviewing reports at practical completion and post
project completion stages disseminate information as they deem appropriate in order that any lessons learned
can be used to influence future projects.

Responsibilities

The following table shows the project stages and responsibilities for delivery at each stage:
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Role of Board

The Yorkshire Forward Board has a key role in approving projects. This is applied through the Board’s
Strategic role in approving the RES, Regional Action Plan, Sub-Regional Action Plans and Corporate Plan,
and also their specific responsibility to formally approve projects over £1 million. Board approval of projects
over £1 million should be sought as Stage 4 of the Performance Management Framework: “Approval of
Expenditure”. The Board also plays an important role in strategic monitoring and evaluation of projects and
expenditure.

Modifications

It is planned that during the first year of operation of the Framework a review will be carried out Internal
Audit in to the compliance and eYciency aspects. The framework will then be subject to regular reviews and
modified accordingly. All staV and partners will be notified of any changes to the Framework and will be
provided with updated guidance, training and support as necessary.

1.4 Support, Advice and Assistance

The Performance Management Team in the Finance Directorate will lead in administering the Framework,
and should be your first point of contact for submitting forms, advice on the Framework overall, and on
financial, contractual and audit trail issues at all stages. In addition the Performance Management Team will
manage the Strategic Panel process. Whilst the Team is being established, please contact Sharon Owbridge
in the first instance.

Within the overall framework the Strategy Team (Les Newby and Paul Munn) will be able to oVer advice
on the interpretation of the relevant parts of this guidance, and links you may be able to make with other
projects or strategies. The Business Managers (Divisional Accountants) for each directorate are a further
source of advice and should be consulted in the production of both Stage 2 and 3 submissions.

Relevant contact details are supplied below:

Contact Directorate Extension

Sharon Owbridge Finance 49812
Les Newby Strategy and Policy 49687
Paul Munn Strategy and Policy 49691

For assistance with Oracle Project please contact Kevin Pearson on 49623 or Adrian Green on 49637.

Divisional Accountants listed below for each Directorate will act as a further source of advice:

Contact Directorate Extension

Adrian Murgatroyd Business 49603
Rosie Turnbull Strategy and Policy 49634
Ros Howard People 49631
John Underwood Environment 49761
Sharon Owbridge Finance 49812

Finally, we would stress that we welcome feedback and interaction on the process and this guidance. Both
the Performance Management Team in the Finance Directorate, and the Strategy Team, will be pleased to
oVer informal guidance on progressing projects through the framework.

Examination of Witnesses

Mr Bryan Gray and Mr John Burrows, North West Development Agency, Dr John Bridge and Mr

Michael Collier, One NorthEast, Mr Richard Gregory and Ms Susan Johnson, Yorkshire
Forward, examined.

session for us. For the record it would be helpful ifChairman
you could briefly introduce yourselves. Mr Gregory,
would you please start?277. Good morning, ladies and gentlemen. Thank

you, again, for taking the time and trouble to come (Mr Gregory) Richard Gregory, I am the Deputy
Chairman of Yorkshire Forward. At a board level Iand help us with our inquiry. This is an important
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Chairman contd.]
have led on our business strategy development and North End, not a scientific connection, but
also our relationship with higher education in the interesting nevertheless. As chair of the RDA one
region and our on-going work with the Vice relevant activity is to be a member of the aerospace
Chancellors. I am also the Chairman of SheYeld chair lead by the DTI.
Hallam University since 1999, I was a governor for (Mr Burrows) I am still John Burrows, Director of
11 years. The university is a non-research intensive Business Development for the North West
university but with a lot of practical history of Development Agency6.
technology transfer and selective research capability

279. Thank you. It is well accepted that harnessingof international quality in several areas. Several
science, energy and technology is important forareas, as you heard this morning, are threatened
stimulating competitiveness in a modern economy.potentially in terms of future funding following the
Where and how do you think the RDAs are able toWhite Paper. I chair a young company, 5 years old,
make a diVerence in this area? How do RDAswhich is a small company but which delivers its own
monitor that they are making a diVerence?advanced technology to service European customers.

(Dr Bridge) Perhaps I can start answering thatI used to be Managing Director of Yorkshire
Television. I spent 20 years with Yorkshire question by quickly referring to the regional
Television, during which time I was personally development strategic frameworks. I really cannot
responsible at board level for introducing quite a lot over-emphasise how important the strategic
of new technology and dealing with operational and frameworks are. Regional policy in this country over
work practice issues surrounding that. the last 40 or 50 years has not been strategic, it has

almost been like a spot welding process which has not278. Lord Winston, one of our members who seen what the underlying issues were. The regionalcannot be with us today, would have been pleased to economic strategy has grown up through the regionshear what you said about SheYeld Hallam, because and has began to show where the major strengths andhe is the Chancellor of that university.
weaknesses within individual regions were. From(Ms Johnson) I am Susan Johnson, I am Director that, it was quite reasonable that individual RDAsof Business for Yorkshire Forward. My
could then plot out how they would set up a series ofresponsibilities as an executive director cover
organisations, institutional programmes, whichinnovation and technology transfer as well as inward
would start to tackle the major deficiencies that layinvestment, international trade and classic
within their regions. As far as the North East isdevelopment in enterprise. Prior to joining Yorkshire
concerned, we were a low skilled, low value economyForward I spent 15 years working primarily in small
and therefore there are two very big issues we had toand medium sized enterprises, technology based in
tackle, from the levels of skills right across the worksystems integration, process controlled, advanced
force and the ways in which we can increasesimulation and telemetry. I am also currently a non-
productivity across all sectors. One of the drivers ofexecutive director of a UK listed plc.
that growth of productivity was our need to draw on(Dr Bridge) My name is John Bridge. I have had
the technological base of the region to increasethe great fortune in my life having spent about one
technology transfer and create more innovativethird in the academic sector, about one third in the
companies to grow the business base. Those are thepublic sector and one third in the private sector. I am
problems identified. The mechanisms to solve thosechair of One NorthEast in the North East of
problems were identified and we were able veryEngland. I am the chair of a plc which is involved in
specifically to measure that, obviously in terms of thePFI packages and PFI project management. I am
number of new firm start ups and the number of hi-also on the board of two manufacturing companies
tech new firm start ups and the eVect that has on thehere in the North East, one a hi-tech starter. I am also
employment base. I am very pleased to say on aa professor at business schools in Newcastle and
number of those indicators the region is beginning toDurham. I am also involved in 3 or 4 Government
show returns.advisory committees at the present time.

(MrGray) I want to also emphasise the importance(Mr Collier) I am Mike Collier, the Chief
of the regional economic strategies. I was veryExecutive of One NorthEast. I have been in post
pleased the previous discussion with the Sciencesince January 1999. Prior to this post I have held a
Councils emphasised that connectivity, I think thatnumber of jobs, all in the public sector in a career
has been a key missing element in the regional policythat, I am sad to say, goes over 43 years. I worked in
in the past that is now a framework to help us to doeducation, the National Health Service and local
all of the things that we are doing. I think also togovernment. I am an accountant by trade. Perhaps
reinforce, again a point that came out in the Sciencerelevant to this discussion, I hold the national brief
Council session, that somehow there has been aon behalf of the RDA chief executives collectively in
feeling in the past that regionalism is secondary tohigher education.
national policy and that some how national is good(Mr Gray) My name is Bryan Gray, I am
and regional is bad—like Animal Farm, “2 legs bad,Chairman of the North West Development Agency.
4 legs good.” We have 9 legs, we have 9 EnglishI started my career with ICI, from ICI I joined Baxi
regions and we have to make sure we each have a10 years ago, it is a heating company with
strong regional strategy, that we work cooperativelymanufacturing and 6 subsidiaries. I am now Deputy
together and the RDAs do work together.Chairman of Baxi technological division. I am

currently on the board of the University of Central
Lancashire. I am to become a pro chancellor of 6 Mr Burrows had represented the NorthWest Science Council

in the immediately preceding session.Lancaster University. I was chairman of Preston



minutes of evidence taken before the192

Mr Bryan Gray, Mr John Burrows,
21 March 2003] [ContinuedDr John Bridge, Mr Michael Collier,

Mr Richard Gregory and Ms Susan Johnson
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(Mr Gregory) Endorsing everything my colleagues 281. The targets are not helpful?

have said and moving into a little bit more detail I see (DrBridge) I put my tongue very much in my cheek
the way that we can make a diVerence is to enable here, the targets are probably helpful to the
developments to happen and to stimulate those government in terms of justifying expenditure that
developments, to speed up those developments and goes into regional policy but they are not helpful to
to act as brokers, very eVective brokers. We have us in trying to identify what is happening on the
spent a long time arguing, thankfully successfully, ground.
that the single pot flexibility is to be able to deal with 282. What targets do you think should be used toissues on the ground in a flexible and prioritised way monitor RDAs?which is relevant to our regions. This agenda that we (Dr Bridge) One of things I did not say in myare talking about this morning is absolutely introduction was a very unfortunate aspect of my lifefundamental to that flexibility. We do have issues is I am economist and a statistician, so I declare that.that we may want to discuss because some of the The set of regional data that we have available to ustargets that are set for us are not very helpful in an at the present time is insuYcient for the job. There isagenda that is quite mid-term to long-term in terms a major, major eVort that needs to be made at aof the value of the action that we do today results in national level to improve the quality of regional data.values tomorrow. I think the relevance in our region We are starting to break into that issue, but it is ain Yorkshire and Humber is to build on success, it is major problem. We do not have a consistent measurea region which has undergone and is still undergoing in this country for what is called a new business start-massive structural change in some of the highest up, there are two or three separate definitions.
employment industries, steel, engineering, textiles (Mr Gray) If we look at our core purpose it is toand fishing have seen the emergence of high value improve the economy of the regions within which weindustries working in several sectors where the operate. The base data is 3 or 4 years old, it will have
universities, without our help, have already been a gone before anybody can tell whether they make a
very major help in terms of driving forward that diVerence. There is a problem there and we have to
growth. We are not coming into the vacuum, we are get a better handle on that. I also think the fact is that
building on success. The White Rose universities are the gap between the northern regions in particular
the more research-intensive universities in our and the average in the UK is there, it is a persistent
region, and their record is very good. The figures gap and it is not narrowing. It is very important that
released earlier this week show the number of spin- the strategies we talked about are put into practice.
outs were mainly from those universities for the There is another aspect, and that is how we are
whole of the region, it reached a high of 29, which is perceived to operate. I do think a measure of the
the highest figure in the UK. In terms of regional achievement of the RDAs in the first year—and I
dimension, we want to encourage far more spin-outs take no credit for this, I am quite new—is they are
from those universities and encourage those now seen as key regional leaders and a regional
universities in their ambition. We have several catalyst for change. My belief is, and the research
projects, one is a very, very large project we are that has been done demonstrates, the RDAs are seen
working with on that basis. As I said, I think one of to be the people who are speaking with a regional
the key issues is regional capacity. We should identify voice and representing regional stakeholders, such as
and recognise that the other universities that may not the ones with, if you like, a qualitative assessment, I
be research-intensive do have a very legitimate and think that is a rather important one.
powerful contribution to make, not only in their
localities but also on a global stage, maybe they are
small areas relatively in terms of their overall Lord Oxburgh
turnover but the White Paper does not help those

283. I will address this question primarily touniversities, help regional capacity, it does not help
Yorkshire Forward and then the others may wish toUK capacity either.
come in afterwards. Really it is a matter of how you

280. What indicators do you use for monitoring ensure that the value that science, engineering and
that you are making a diVerence? technology can bring to the development of your

(Dr Bridge) I can give you a formal answer then regions is appreciated fully—and, indeed, exploited.
concur with what my colleague Richard Gregory has The other two regions have Science Councils, and I
just said. We do operate under a targetry system suspect that would be part of their answer. I think
which has tier 2 and tier 3 targets. The tier 2 target you do not in Yorkshire, so I wonder how you tackle
is about 11 objectives which the whole region should this problem?
aspire to. Behind that lies an assumption that (Mr Gregory) We will have a Science Council later
somehow or other brings all of those regional this year hopefully. We are learning from our
activities and programmes together, and that is not colleagues in the North East and North West and the
easy. Then the RDAs themselves are judged on a other RDAs about how best to proceed and which
series of tier 3 targets which relate to fairly simple particular route to take. This morning has added to
measures actually. The slight problem is that the my own personal knowledge as well, and I am
agendas that we are pursuing through our economic grateful for that. At the moment the answer to your
strategies and the agendas that you heard about this question lies within cluster development, which has
morning are really requiring us to look very, very been done very much with research institutes,
hard at the ways we measure that success. The research councils and universities, especially those
targetry we have at a national level is very much out that are research intensive, and quite a few other

bodies, both regional and national as well. Weof kilter with our regional economic strategies.
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focused quite tightly. We focused in a business-like nationally but, frankly, as important as the national

targets are the targets that we are setting forway on 5 initial clusters on which there is evidence
and consensus that by putting our investment into ourselves . Over time we will convince the people

nationally these targets are more coherent andthose five specific areas that they oVer the best,
immediate hopes and expectations and good returns perhaps more appropriate for the future planning of

things like the level of R&D expenditure, the numberin terms of business growth. Those decisions have
been taken with the research bodies, in fact university of spin-out companies and in the end employment in

science and technology areas. These are all indicatorsresearch strengths have now been mapped from an
evidence-based perspective against those cluster which are important us to meeting our main goals.
strategies and there are real projects on the ground (Mr Burrows) On measures I have already
that are driving growth by clusters. I hope that begins referenced and provided to the Committee the North
to answer the question. West balanced scorecard of measures that we are

using for SET. From what has already been said on(Ms Johnson) I would like to add a little to what
Richard is saying. What we have done in our cluster the value of SET and its usefulness, much has been

said about clusters but I would also like to drawdevelopment approach is very much harnessed the
expertise and knowledge of industrialists on the attention to the importance of innovation by SMEs

that are, in a sense, not truly part of any particularcluster steering groups to take from them the
challenges that they are experiencing in their cluster, part of a general regional economy. There is

strong evidence which suggests that a highparticular industries and to access the knowledge
performing region in terms of GDP per head, and sobase so that we can understand how technology is
on, have strong clusters but also have very stronggoing to help those firms in those clusters to raise
innovation activity levels in their regional businesses.their value added operation. We have taken an
This is a particular issue for the North West becauseindustry-led approach to our cluster plans, and
we still have a great number of SMEs who are highlyintervention and investment to those clusters to assist
reliant on other people’s IPR, they are making toknowledge and technology transfer. We have also
somebody else’s design and drawing and they arelooked at how SET is to be exploited and how SET
very, very exposed to global competition. Ais to be valued from a young age. We have
particular theme of ours is to see how we can supportprogrammes in place, such as Children Challenging
these manufacturing businesses by encouraging themIndustry, which we put in place with the chemicals
through the use of SET to generate their own IPRcluster steering group, which is really looking at how
and thereby improving their competitiveness andwe can take the value of a career in SET right down
their ability to sustain their business in the onslaughtto skilled children so that we are building capacity in
of global competition.our knowledge pool and labour pool to take

advantage of some of these technology opportunities
in the future. We have looked at it very much in a
holistic manner, we looked at how industry sees it, we Lord Methuen
looked at what we need to do in terms of getting skills

285. How complex and diVerentiated are theissues, education issues, and we looked at the supply
demands for SET in your region? Is there not achain issue and how we can use technology,
danger that you are going to spread your eVorts tooparticularly in driving inward investment, and how
widely and too thin to be eVective?we can drive our international trade and exporting

(Mr Gray) The short answer is, it is very complex.potential through exploiting our science and
That is why it is very important that we do focus ontechnology base. We are very much putting SET at
certain areas that add some value to cluster work,the centre of our cluster activity and all of our
that looks at the sector-specific strengths of thebusiness competitiveness initiatives.
regions that have been referred to a number of times.

284. I do not know if either of the others wish to Cluster focus is fundamental to what we do in the
add to things that were said earlier. North West in terms of engaging with particular

(Mr Collier) Really, reinforcing the importance business areas but also in terms of the investment
that John placed on the initial regional economic that we put into things like innovation centres.
strategy and putting universities and colleges at the Aerospace would be one example that we look at
heart of the North East, that was a profound step regularly. Nationally we are now planning a regional
that set a seed that has led to us being able to get the innovation centre, it would be a regional resource but
widespread buy-in that we have had. Moreover, the also have a national and international significance.
further we have gone down the road in this area, At one point they must focus on our priority clusters.
picking up Susan’s point, with clusters and started to Our regional economic strategy sets out clearly what
deliver things, the more the commitment has grown. that focus is. We spend a lot of time debating that
So when we look at our inward investment policies, because there is a temptation for people to say
these are being aVected by our science and industry whenever two or three companies gather together as
strategy, when we look at the schools policies ditto a cluster that is a debate. The link to the RES to get
and when we look at the infrastructure planning regional buy-in is important. The other thing I would
ditto. Things are actually happening, we are building say is that the RDAs are now working with DTI on
up that commitment. Can I also refer back to an business support in an entirely new way. A number
earlier question, I think there is quite a lot of of RDAs are running pilots whereby they will deliver
controversy about targets at a national level. At a business support by taking business links into their
regional level, we need targets to measure our own organisation and looking at new ways of business

support. Also a small number of RDAs are lookingprogress. We will try to meet the targets that are set
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at the development of skills and running pilots in the have said. I would also add to a point that Bryan

Gray made, in the North East we will have aDepartment of Education and Skills. We need to do
better, but understanding what business needs are. streamlined business support mechanism being

introduced, which is made in the North East andThe pilots that we are putting in place for business
support have a built-in process of gathering meets our particular circumstances and we will be a

contributor to business accessing intellectual capital.intelligence on their demands. In some ways we
already have the links to the sectors, we are not (Mr Gregory) We mentioned some specific
picking up the breadth of intelligence that we ought examples that will be useful over and above that.
to be but through our business support activities we Going back to my earlier point about brokerage, it is
are now putting that in place to gather that not because there has not been the desire by
intelligence as well. They need to feed that back and entrepreneurs and companies to get the value-
make sure we are putting our resources where they change, it is not because there has not been the desire
give the most benefit. by universities to expand out of their core business

and try to diversify but a lot of the strengths and(Mr Gregory) Can I give some examples from
Yorkshire and Humber? We are going to put in place restraints and barriers to success in this agenda have

been basically putting people in touch with eachover the next three years, 15 centres of industrial
collaboration. Perhaps diVerent words were other. We have got a couple of other initiatives which

are generic and are not cluster-specific. They aredescribing similar approaches—but those 15 centres
of industrial collaboration will be very closely aimed at increasing the information in the brokerage

between those two constituencies. One is calledconnected with the cluster strategy, they are the
business engine for dealing with the complexity as Knowledge Rich, which we are funding, and is going

to be a web-based tool that will be available for all—well as giving specific answers to the specific needs
and opportunities. We are also putting in place some a one-stop-shop approach, we hope. We have other

ideas, which we will not go into in detail about thisimportant innovations. We have a team of 16
specialists who will be providing business with morning. We are trying to underpin the detailed

mechanisms we are putting in place, up-lifting thehands-on assistance and strategic advice to support
their research capacity. We have a smaller number of general level of information and accessibility because

at the end of the day we are not forcing, this is anetwork brokers who are going to be very
experienced, specialist individuals who will be able to general data private sector and if the higher

education sector wants to move down this road weadd another level of capacity building into the
agenda. We recognise the complexity and we are trying to make it more eYcient and trying to

speed the process up.recognise the RDA is the strategic body.

286. Could you tell us a little more about what a
centre of industrial collaboration is?

Lord Thomas of Macclesfield(Ms Johnson) This is an area which has been
identified through our cluster analysis as being 288. What approaches are being adopted to meet
critical to the value added activity of the firm within the complexity of demand? How eVective are they?
that cluster. This is identifying through the cluster (Mr Gregory) My answer is really on the industry
analysis what precisely is needed in terms of collaboration and the growth and development of
technology transfer and knowledge transfer and then the networks in the region, because those are the
taking that and looking at the mapping of our science detailed mechanisms that are put in place to try to
base, which we have done comprehensively across deal with that range of needs.
Yorkshire and Humber HE institutions and (Ms Johnson) The first thing we have done is
technology organisations and saying, “where do we understand what that complexity is through very
fit with what the firms within the cluster might do in detailed analysis of the firms within our region and
terms of access to technology and science with what the clusters within our region and underpin that from
we have as excellence in that science base in our some evidence based analysis of what kind of trigger,
region?” For ourselves then, the Regional what kind of investment will help to stimulate
Development Agency, making investments in that demanded for SET activities, and then take a very
centre to ensure that the science in there is to the targeted shotgun approach rather than a scatter-gun
highest quality and world-class excellence to ensure approach to putting our investments in those areas
that that is then connected to the firms in the cluster. where we know they are going to give us a return in

the short-term and the medium-term; looking at the287. You put money into relevant bits of relevant
systemics and putting in longer term measures to helpuniversities on the condition they work with
those systemic issues and barriers to be overcome.particular bits of industry in particular areas?

(Ms Johnson) Yes. They contribute to the 289. How eVective has that approach been so far?
competitiveness in the clusters. (Ms Johnson) We are at the early stages of these

programmes. The RDAs have only achieved(Mr Collier) I think you probably know our
answer. First of all the situation is complex and flexibility in their funding this financial year, from

April 1 of 2002, so the availability of funding and thediVerentiated. You know that we are being rigorous
in supporting those things that we know to be world- amount of funds that we have to focus on this kind

of agenda will only come into play this financial year.class or have world-class potential. Centres of
Excellence with their business plans are one critical We are at the earlier stages and all RDAs, ourselves

included, have got evaluation measures built in toway that we are addressing the issue. We also have
the clustering arrangement beyond that, which their investment decisions, which will allow us to

periodically review how that is working and, ofmirrors much of what Yorkshire and North West
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course, in terms of how the Government then that out and protect our clients from that

bureaucracy. I would agree with you that it is not themeasures our progress the overall indicator being per
lift in GDP per head is something that we constantly RDAs that are bureaucratic, often it is the people

sitting a couple of miles south of here who impose allmonitor and how we are lifting the economy and the
valued added is scrutinised by the Government. sorts of processes on you. It really is a huge issue

about not throwing things at us in all sorts of silos.290. Can we go to the North East and then to the What tends to happen is that someone has whatNorth West? might be a good idea but instead of talking about(Mr Collier) I am in danger of repeating answers how that might be delivered regionally and how wethat we made before. To reiterate, we approach this do it comes with an attached delivery mechanismproblem of complexity through analysis. Cluster with a whole lot of rules and regulations when wemaps, and a major review of research strengths, have probably have an adequate delivery mechanismled to Centres of Excellence, the definition of clusters already in place. To my mind that is a huge issue andand the appointment of appropriate boards to lead one that we are working with collectively and withthese things. So we have got a real insight into the real energy and vigour to persuade governmentneeds of those areas of expertise so you can departments that perhaps they do not need to give usdiVerentiate between nanotechnology areas for the package with the policy.example, the need for research facilities in the life (MrCollier) If I might add to that again, we are notsciences and the need for technical translation, which necessarily the prime agent to be dealing with the newcan bridge the gap between demand and supply. The start-up company. It may well be, it often is in thesediVerent demands are identified and catered for. situations, other support mechanisms. The businessThere is another issue, we may have an advantage in support review that I mentioned earlier is aboutthe North East due to our relative size. We are small increasing the accessibility of a company to theas a region, we are intimate, there is a good support that they need, to be putting in the hands ofcommunication within the region and I think that, companies, clear path ways, to get the kind oftherefore, we have a widespread awareness, support they need. I think we do have, as Bryan says,particularly in the business of the kind of things we over-bureaucratic systems generally. The kind ofare doing. That in turn is helping to illuminate initiatives involved in the North West, and here in thewhether the diVerential approaches are enabling North East, are about simplifying that and makingbusiness and centres of academic expertise to get life easier for companies who wish to start up.together in a way that they have not understood
(Dr Bridge) It would save the Government somebefore simply because of the openness and

money in the process!transparency of organisations.
(Mr Gray) Let me give three examples of

approaches we are adopting, one is called Knowledge
Lord OxburghNorth West, it is linking particularly small

companies with the higher education sector so that 292. There are quite a number of initiatives to
we can act as a broker to put people in touch with promote and support small business, in the general
solutions to their problems. That is a very specific area of SET exploitation—there are initiatives at a
activity, and so far has been very successful. European Union level, at a national level and an
Secondly, the provision of incubation, the capacity RDA level. Are these suYciently co-ordinated? Are
funding for the business start-up, again targeted at there too many?
interface between the HE sector and the business (DrBridge) If I can start oV, and my instinct is I am
world, and a lot of activity there and already probably gathering the sentiments of my colleagues
demonstrating to be very successful. The third across the table and the six colleagues who are not
example I can give is the formality of our here today, there is very little coherence and it is very,
relationships with all businesses great and small, I very diYcult to see how these schemes can be
mentioned the business support network a moment approached, adopted and adapted at a regional level.
ago, we now have a formal relationship with One of the reasons is they are very often developed
AstraZeneca and Boeing at one end through to round a specific element of public policy at the centre
SMEs. Clearly at the bigger end with people like and, taking the point that has been made previously,
AstraZeneca, British Telecom and the Health Service brought down to the regional and local level. As you
we have twice a year strategic reviews and we address are probably aware, the DTI itself is in the process of
a whole range of issues, including their demand for reviewing the funding programme on the table and at
the type of things we are talking about. We are the start of that review there were something like 200
formalising our relationship as regional players with plus schemes. That gives you the idea or the sense
the key stakeholders. that schemes can grow like Topsy. They point to the

need for a coherent approach. What we are trying to
do at a regional level is to set a good way to start and
we will then create eVective demand. That is theLord Methuen
general point.291. At an earlier evidence session, it was

suggested that RDAs are over-bureaucratic in
dealing with start-ups and are too slow to react to

Chairmantheir demands. What is your view?
293. Are they just incoherent or conflicting?(Mr Gray) I would say the system is. The problem

is that we are often the agents of bureaucracy passed (DrBridge) They are not necessarily coherent, they
are very often specifically macro-economic.down from another place. Our job is to try and sort
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294. They are not conflicting? more eVort and analysis, but we would like to see

the European Science Agenda brought as close(Dr Bridge) They can be conflicting, but not all of
back to our regions and that may help tackle somethe time.
of the issue that you have been hearing about this(Mr Gray) If I can add to that, we have just taken
morning about disparity between the regions.responsibility for Business Link, which is a business

support mechanism in the North West. One Business
Link operator with a turnover of £3 million had 19

Lord Oxburghseparate funding streams, it had to report quarterly
for each of the 19 fund streams, that is an example of 295. When it comes to the geographical sub-
the delivery mechanism bureaucracy. I think we feel divisions within which the European Union gives its
there should be more debate about the policy and the support, do you all apply within the same
benefit of the policy and leave more of the delivery to geographical sub-division or in diVerent ones?
the regional level. We are clear at the moment the (Dr Bridge) Are we talking about the various
balance between debate and the eVectiveness of the structural funds?
policy and how we are going to deliver it is wrong,

296. Yes.there is too much centralisation of delivery and
(Dr Bridge) As far as they are concerned, that isdelivery mechanisms. There is a huge eYciency price

mapped into various objective areas within theas well. The main benefit is between people who want
English regions, but those do vary across regions.to benefit from the kind of things that we can do.

(Mr Gray) And within regions. Within our regions(Mr Gregory) Moving into some other areas,
we have Objective 1 and Objective 2 areas.away from the controversy that we have just been

speaking about, the reality of how small businesses
and people with good ideas need help. We have

Lord Freemanspent some time, although we are still a relatively
young organisation, identifying things that are 297. My question concerns the stage of
missing, the gap between this myriad of schemes development of high technology companies after
and multiple delivery organisations and why things they have been spun out perhaps from university or
have not changed as quickly and as well as they started up. What are the issues that you think are
should have done, and supporting individuals who important in terms of trying to assist them in the first
have good ideas but are trapped by personal or two, three or four years of their existence? What are
corporate circumstances and by not having the the things that you can do and are doing? I am
time or perhaps the relatively modest amounts of particularly thinking of finance now—I think there is
funding required to get more ideas, more a good deal of mentoring support, encouragement
authorities started and to allow access to enterprise and sign-posting and networking, but where does the
fellowships. Most of the RDA regions have hard cash come from? What are you doing and what
approaches to enable individuals with talent and issues do you feel frustrated in not being able to
with ideas to progress those ideas in a way to a address and assist these companies?
point where they are going to talk to banks and (Dr Bridge) If I can start out by saying, to a certain
venture capitalists in terms of funding or they need extent this goes back to the whole question of how we
the help of Business Link in applying for grants if support business in the United Kingdom. The slight
they want to pursue that particular avenue. That is problem is that we have a strong sense, and it is
the real grass roots issue of trying to encourage obviously borne out by the large number of various
more entrepreneurialism in other areas. We see agencies, of, in eVect, a salami sliced answer. You get
some very, very good schemes but they have a bits of the answer, but not all of it. What we would
missing link, one of those is the European like to feel is that whether business comes from the
Framework 6 Programme, which I am an advocate high tech end or the social enterprise end those
of, there is a cost there in time and preparation to businesses can start up and stand on a conveyor belt
access that funding. What we put in place in and that conveyor belt, rather like the ones that go
Yorkshire is to again give individuals grants to for many miles in an airport, takes you forward and
help to enable them to access that funding, there are various signs that say, at this point you can
otherwise you have a goal that is not accessible do this and you can do that. Therefore the companies
because people cannot get to it where there are gaps are being supported in a systematic way. If you
like that. That needs to be tackled completely. accept that as an approach then you can go
Moving to a diVerent sort of scale we are very backwards and say, “What do we need? Where are
conscious of the need for the UK to drive the the gaps in the market?” There are some gaps in the
European Science Agenda, and you are probably North East. One of the things we have is seedcorn
aware of why I am saying that, we are one of 34 funding, and some of the other components in
European regions bidding for some thing call the second round funding, in the £100,000 and £150,000
European Science Agenda. If that is endorsed and range. Again we are using private sector partners to
approved by Europe—it is very much in the do it and we are providing some guarantee. We are
planning at the moment—with the regional covering some of the risk in those funds. A lot of the
expertise to do that and where the RDAs can funding is coming directly out of financial
support that through land purchase and bills and institutions. Obviously all of the RDAs have been a
aspiration that pays oV in all the other science beneficiary of the Regional Venture Capital Funds.
related profiles further down the line. We would At all stages you should be able to input the skills
like to see the UK not necessarily backing that information and input technological information,

however those are coming out of diVerentparticular project, because that is an awful lot
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departments and therefore we have the problem of they are being applied in this country. I fully

accept that State Aid Rules are necessary whenbringing all that information together and putting it
into a coherent package. That, if you like, is the are you dealing with competition between major

corporations in several European countries andclassic issue, and we are tackling it.
you do not wish to distort trade or

298. Annex 3 of your very helpful memorandum competitiveness between those companies by
appears to imply that the maximum money available grant aid but I find it very hard to understand why
is about £250,000 North East investment funding State Aid Rules should be applied in quite the way
capital. Sometimes the requirements in some of the they are to a company that is in incubation or
early stages of financing go beyond that—but below first phase.
the threshold of venture capital funds and (Mr Gray) Can I add one other point—the
commercial banks. Is there a funding gap there? How knowledge of customers about what is available. We
do you think we should address it? are talking about creating a product, there is an issue

(Dr Bridge) As far as Annex 3 is concerned, this is about how they know about those products, it is
to show how we were able to deal with some of the linked back to the comment made on business
gaps at the lower end of the market. We would expect support. We really have to make things simple for
companies to access loans or equity finance but that people to understand what support is available and
does not necessarily mean that we cannot be part of that is why the simplification of business support and
the mechanism that does that packaging. We are the concept of picking up a catalogue and turning to
certainly involved in helping to support packages the equity section is obviously one that needs to be
that go into the half million to the 2 or 3 million addressed. We have been unable to do that up until
range. now but fortunately with the new responses we have

(Mr Burrows) Much of what we have been we are going to put that in place.
doing in the field of provision of finance is similar (Mr Gregory) We have moved to fill some of the
to that followed in the North East. We now have equity financing gap at the lower end of the market. It
two funds operating. The 35 million North West is a very interesting question about the potential gap
Equity Fund, the so-called Regional Venture further up, there may or may not be one. I chair a
Capital Fund and also the private sector company that is 5 years old that has venture capital
promoted Rising Stars Fund, which is 9.5 million. backing and we are looking to grow and we are
The maximum is 750,000 in two tranches. I still talking about venture capital at the moment. There is
think there is a gap because I think the no shortage of venture capital in the market. There is
commercial venture capital market has moved up a lot of risk because at the moment the market is not
its minimum in terms of what it will consider. We very good. The RDAs are very practical, hands-on
put vehicles in place which attended to the gap companies that are building their teams and
that existed at the time, we created them, but the operations here. There are practical issues like co-
gap has widened because the commercial market location and the infrastructure, which are very, very
has moved up its minima in reaction to deal costs useful for a company as it is growing. Personally I am
more than anything else. We will need to address very conscious of the need for the right sort of skill
that. I think there are two other issues in terms base management skills for those companies and that
of your question about the tensions and issues is an area that we are looking at as well. I think
relating to companies in their second and third fundamentally the bottom line is whether the work
year in addition to the finance, the first is grow- that we can do with all our colleagues generate better
on space, when a company is really too big to be ideas follows good commercial exploitation and
in an incubator but still needs to be in facilities. good ideas. I am also a Director of the Yorkshire
We are certainly very conscious of that and we are Clydesdale Bank so I am aware of the financing that
trying to ensure that there is more than adequate is available. I am aware of the risks in the market and
provision of science park space and macro the sensitivity to that risk. I am aware that at the end
incubation space. Where the infrastructure costs of the day if a great idea is substantial and robust it
for their research work are very high will get there. What we need to do is to put together
understandably the companies who may raise a programme to draw out those jewels more and
money through venture capital methodology want perhaps if our cluster structures can prove themselves
to employ that money to develop their products early and are robust that will give a bit more
rather than to buy facilities, and we are trying to satisfaction and credibility to the financiers in terms
react to that requirement. I think the second area of supporting business that grows through those
that is particularly diYcult in this aspect of our routes.
work is the application of the European State Aid
Rules and how that works through in terms of the
way we may or may not support companies. Lord

Lord MethuenMethuen mentioned bureaucracy earlier7, this is a
particular field that causes a great deal of 299. What is the case for developing regional
bureaucratic endeavour and it is probably a very rather than national Centres of Excellence to support
personal view, I do feel that in the UK we gold- the competitiveness of new industries? Is the national
plate State Aid Rules. I find it very hard critical mass fragmented by regional perspectives?
personally to accept that the European State Aid What bearing does the Science Research Council
Rules were ever meant to be applied to the level plans have on this?

(Mr Gray) I think we can link back to the
7 Q 291. conversation from earlier this morning about the
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importance of doing things where activity takes situated because it is all about access and it is all
place. A couple of good examples were given earlier about building on the strength that we have. One of
on. We already mentioned the aerospace initiative, the things that we have learned through the cluster
we mentioned Lancaster University and mapping approach and talking to the industrialists is
environment activities there. The trick is that they are that the closer that you can get the innovation and
more than regional resources, they are physically knowledge transfer expertise and activity to the
based in the regions, supporting on a synergistic basis industry and the firms that are going to use it the
with activities that are taking place already. They more likely that you have the opportunity for real
should be seen as national resources. That is really exploitation because academics and innovation
the problem that we have. There is a bit of a feeling sometimes do not travel too well. It is about getting
in some departments that if it happens to be in a closer to the possible point of exploitation. If you
region it is some how second-class compared to look at the industry base in the UK you have
something close to London, which is seen as national, manufacturing and the value added activity in
and something close to Manchester is seen as manufacturing concentrated in the northern regions.
regional. It is all round our role in encouraging the That is what I would like to say about really making
networking of those regional centres so they are truly that push not for an either/or approach but it is really
seen as a national resource and also increasing the about raising the game for all of us.
international linking with other institutions outside
the UK.

(Mr Collier) Just to reinforce that point the point
that Sir Ian Gibson said earlier on this morning Lord Thomas of Macclesfield
about things starting at the local level, a lot of these

301. How comprehensively is the SET base beingthings should be built up and there should be a
harnessed for regional development, whether fromconsistent, coherent theme, if you like, through local,
companies, universities, research institutes orthrough regional, through national to international.
associations, or the National Health Service?There is not a real conflict if it is looked at in that

(Dr Bridge) Can I start the conversation oV byway. One other advantage I think that is beginning to
saying there are two points. One is context, we haveemerge from this greater perception of regional
to be able to see how science and engineeringcentres is a greater awareness of what is happening in
technology fits into the regions and the regionalother regions and the potential for collaboration.
economic strategy. We have to be able to create aOne of my colleagues is at a meeting today with other
strategy and therefore through that strategy there isregions round the area of nanotechnology.
a clear understanding about how you can fit various
bits and pieces together to achieve the aim that you
want. The second thing is a reassessment of

Chairman resources. I am very pleased that the question refers
to the National Health Service, we have done some300. I thought we might get through today without
scoping work with the Health Development Agencynanotechnology!
and I know my colleagues have done the same sort of(Mr Collier) A number of regional centres are
research and it comes up not with a particularlygetting together with the realisation that they have
startling conclusion but a very important conclusion,skills and strengths that are complementary. I think
that is that in the North East the health service is thethe fact that we have this regional perspective has
largest employer of people. It is probably one of thehelped that happen. I will also mention renewable
largest investors in the region; it has a significantenergy, because we recognised we have common
R&D capacity and a programme of its own; it is acause and complementary activity with the
major trainer and it is a major owner of real estate.Highlands and Islands Enterprise with renewable
Rather than just seeing the Health Service as aenergy, and we are now working with them. The
provider of health services, why can we not as aregional perspective and the regional awareness is

actually allowing that to help in that degree of Regional Development Agency see it as a major
collaboration. I do not think it would have been economic driver? If you look at the economic driver
possible if it was led from a top-down basis. then you start to look at how you can as a regional

(Ms Johnson) I would like to make one additional RDA relate to that. Two of the things we are doing
point building on the contribution from colleagues, really show how we can harness this science base,
when the RDAs were first muted by the then minister firstly the context and secondly to reassess the
Richard Caborn the whole underpinning philosophy resources.
round regionalisation, gender and the RDA was

302. You say that the NHS has been an neglectedabout the whole of the UK’s plc performance, so it
area in the past?does not lead us to an either/or kind of approach, it

(Dr Bridge) Enormously. Largely because theis about let us build critical mass across the whole of
language has been diVerent. I have to say that overthe UK plc so that the UK can compete on a global
the past two or three years there has been enormousbasis in terms of technology and science
personal willingness by a number of people in thisinfrastructure. That is generally how the RDAs look
region to get engaged, the problem is the Nationalat it and that is what fuels our collaborative approach
Health Service tends to reorganise itself on a fairlyto some of these regional centres and some of these
frequent basis. I just hope that the latestnational centres. Just to give you another example,
reorganisation will last for some time and we canwhich is bio-technology. We are very grown-up and

mature in our approach to where this should be seriously engage.
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science, engineering and technology support both forChairman
research and innovation being very London-centric,303. Do you want to take a bet? too many controls, too many initiatives overlapping,

(Mr Gray) I support what John Bridge has said and too London-centric in terms of funding for
and support the things that were said earlier this research and development. Isn’t there anything good
morning. I think to pick up one specific around third that comes out of the metropolis? If we look at
leg funding, which the RDAs collectively have as one Foresight—which is, of course, a national
of their national priorities, and the importance of initiative—surely to goodness there must be
more investment in this area and the fact that it something, some coherent intelligent, innovative
should be linked to our regional science and ideas that could be grasped and have been grasped by
economic strategy. We would argue very strongly, regions where it is appropriate. Could the witnesses
and we have argued to the Prime Minister, the exemplify where benefits have come for the national
Chancellor or anybody who will listen to us that we SET Foresight initiatives?
really must invest in this area. (Mr Burrows) In terms of translating the national

(Mr Gregory) My answer would be that we are Foresight work into a regional dimension it is yet to
only scratching the surface at the moment in terms of be done, and we recognise that in the next phase of
potential capability. My knowledge of particularly our work on the Science Council. We need to adopt
my own university and other universities in a thematic structure and approach to examining the
Yorkshire is that I know from my relationship with opportunities that Foresight represents. The reason
the RDAs it suggests that there is so much more for that is very clear, were you to look at the North
potential in this regard for the application of science West cluster portfolio as some kind of investment for
technology. Those restraints that are in university the bank the bank would look at it and say, “you are
sectors revolve round skills, skill sets within the overweight in the established and mature clusters,
universities themselves and commercial exploitation, you are not investing enough in emerging technology
capability, senior management capability in the areas that might form the basis of the cluster for the
widest sense, and funding, because getting spin-outs future”. It is a very important aspect of our work. We
and start-ups out of university carries a cost. Again will be addressing that over the next year. In the
you are into a few of the universities risk analyses, meantime we have been doing some regional
which is what measures against their core business, Foresight work, where we have tried to look at
which is not necessarily spin-out and start-up. There market opportunities in a broad sense and connect
are some structural issues there in the higher them with North West core strengths, which might be
education sector that need to be addressed with our dispersed between diVerent universities and co-
help. I have been critical of the White Paper in terms operation and from that we have teased out a number
of the eVect on regional UK capacity in terms of it is of interesting projects we are now in the process of
a move away from supporting selective research supporting. Lord Patel will be very pleased with me
capability and concentrating on research in only four when I say one of these relates to nano and micro
or five very intensive research investors. I am not technology. We have identified that. Whilst in the
criticising the move towards excellence, I am North West we do not have special strengths relating
supportive of that, what I am really arguing for is an to the Blue Skies research in these fields we have a bit
increase in the overall investment in research, both to of expertise in the area of packaging micro and nano
pursue excellence at a national level but also to utilise systems so that they are useful, and you can make the
capacity to the maximum. Going back to the skill sets connection by the electronic on fluidic. We also
issue. There are restraints that we need to understand believe a good deal of the value chain in these fields
better and we need to welcome the opportunity to do will be in this package area and for that reason we are
that. The White Paper has given us as a series of at a very advanced stage of a major project in this
RDAs to work very closely with the universities on area, again using it as an opportunity to deal with
the opportunities that the White Paper identified, certain regeneration issues in Liverpool as well. Thatand that was very useful. My only other comment is is a very good example of a regional Foresightin the knowledge transfer, I think the funding that is initiative playing its part. Indeed that process hasidentified in the White Paper on knowledge transfer, now identified a total of nine projects which are reallywhich is one of the partnership operations, really interesting and an opportunity to exploit emergingneeds to be looked at again in terms of the overall science and technology from our corporate researchfunding amounts involved. I think that they do need and university-based research.to relate to knowledge transfer operations back into

(Mr Gray) I would hate to think that you thinkresearch operations. Research funding is the cash
that we are over-playing the regional card in someflow, the working capital, and the knowledge transfer
way, it is trying to create some balance. I do thinkcan be developed from it, and it should not be
that there is a real need for a national strategy indiVerentiated between those two.
many areas, I mentioned aerospace, I think there
does need to be a national collective strategy. If we
look at most corporations they do that by harnessing

Lord Freeman the strength. It has been said a number of times they
harness the strength where it happens to be and then304. I have felt very battered over the last two and
corporations are far more fluid the more nationala half hours as I am the only member of the
they are, they have a big head oYce whose job it is toCommittee who has spent all of his adult life in
control and bring the regions in or subsidiaries in. WeLondon in business and various Government
have to try to get towards that situation. We are seendepartments. We have had very polite but eVective

expressions of concerns about the direction of as the contributors, equally the national strategy are
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not the people that will write to you or send it to you those boxes. We need to have eminent individuals

helping us to lobby to enable more focus in this area,the week before publication and say, “do you have
any comments?” That is not a partnership especially in the science area rather than the

technology area. I have an open mind at this point inarrangement. Yes, there is clearly need for national
policy, it is terribly important, but also actually time. My colleagues might help me in terms of the

usefulness of that body not being a talking shop butrecognising that there is some knowledge and skill in
the regions, and we are trying to build that up very being a body that helps give us a steer and advice that

leads to better funding decisions that we can make. Imuch. We should work co-operatively to make sure
we get better quality national strategy. am very enthused by that, but there are still some

issues and questions for us.(Dr Bridge) I think Lord Freeman has picked what
is a productive area of policy, because whilst I think

307. You are already on a track of developing yourForesight when it was set up was prescriptive, the
Science Council ventures, although you should notreality is it has become a methodology and the
be on that track, you should be on another track!framework has allowed it to start to use that method

(Mr Gregory) We need to get the thinking rightto drive very specific initiatives. We used it very much
with our universities, get that relationship right. It isin a scheme called Manufacturing 20/20. We got the
a detailed issue.major manufacturers in the region to use it and

(MsJohnson) It is more about the sophistication ofanswer many of the questions posed through the
collaboration that we want to promote within ouroriginal Foresight programme to tell us how they saw
science base. We have a strong, collaborative modelthe manufacturing sector developing. That was fed
which constitutes three out of our eight researchdirectly into our regional manufacturing strategy. In
intensive universities. We have another five that wefact the North East Foresight Programme is the
need to bring to that collaborative point. That is onelongest running one. A few regions have put in full-
of the things where the Science Council will help totime coordinators. We are putting our own resources
get the players round the table to look at how theybehind it and it is a good example of policy where the
can work cooperatively together. Some of that isframework has been established for them. The
starting in the White Rose colleges. SheYeld Hallammechanism or pathways, which my colleagues
is bidding for the Network of Science Learningreferred to today, are determined at a regional level.
Centres. We recognise there are some ideas to bring(Ms Johnson) I think it is incumbent on the RDA
to the non-intensive research universities with theto take the best of what is happening and deploy it in
research intensive universities to try and tackle sometheir region to the best of their ability. I think one of
of these problems. There is also an issue about thethe challenges that we face is taking the Foresight
advisory sounding board that Sir Ian Gibsonand translating that with the foresight in working
referred to, which I think is very, very important inwith our corporation in terms of looking into the
taking a mix of key industrialists and academicfuture and helping them to define where those future
leaders and institutions together. It is also a vehicletechnological market opportunities and convergence
for getting to grips with what I was just referring toopportunities are. As a region Yorkshire and
in terms of corporation R&D activity and how toHumber has the lowest corporate R&D activity, we
accelerate that in a relatively short time period. Evenhave to get underneath how we can help our
though we have activities under way there is still acorporates understand and exploit that Foresight
hell of a lot more we need to get our head round,activity and that Foresight process and using the
device programmes, intervention and investment,Foresight framework. Some of that methodology is
which attack some of those deep-rooted, structuralthe way that we can then take that, harness that and
issues. That is where we see the Science Councildeploy it for the benefit of their business. It is not
adding some real value.necessarily a case that we see as London centric, it is

incumbent on us to take that and make the best use 308. To One NorthEast and North West, there is
of it. a diVerent way of asking the same question. Now you

have the experience of having and working with the305. I have some sweeping-up questions, and I
Science Council what advice would you give to thewould like to address the first one to Yorkshire
others who do not have one? What are the plusesForward. You mentioned earlier on that you are
and minuses?about to set up a Science Council8, the question to

(Mr Gray) To be honest there are no minuses.you is, why?
(MrGregory) It would be interesting to know what 309. There is always a down side.is behind the question.

(Mr Gray) I do not think there is, no. For all of the
306. I am just following up your answer, that is all. things we talked about today I described one idea of
(MrGregory) I think that the area that we will have a regional catalyst, we do not want to be a control

to look at is the structure of the science, is it a freak preaching to others, we want to enable other
lobbying, enabling focus model that brings in people to take leadership roles, and the Science
industry and research together under a common Council has done just that. I think we have seen
agenda with the RDA, or is it as in the North East, strong leadership from Sir Tom McKillop, he has
more of a practical operational scheme that has a real attracted good people. It is not seen to be an
role in channelling funding, again with the RDA. instrument of the RDA, it is an asset of the region, it
These are issues that we are working through. Why is a model we use for other things as well in other
should we do it? We need to have answers in both areas of our policy work. Our role is to facilitate the

creation of some body of people that are the best
8 Q 283. people in that area who will exert leadership and
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influence in that area. Our role is to provide support, (Ms Johnson) One of the exercises we undertook

was a contribution in our written evidence, it was toprovide funding and to give freedom, always
do an audit across the business sector to see howchecking that it fits within the regional strategic
many first degrees, how many second degrees, howframework that we are operating with. Just to come
many PhDs, how many of our board members havepartly to what Yorkshire said, the reason we set up
a background in SET. We had discussions round thethe Science Council some time ago, and it has been
technology agenda and some very vigorous and well-very successful, is because the North West
informed debates which were all helpful in terms ofuniversities are already working I think very
devising programmes that are relevant andcollaboratively together. Our role is very much to
appropriate and what the industry needs. I think thatencourage collaboration amongst the universities so
one of the other issues that all RDAs grapple with isthere is no place for competition within the region.
they are inherited, we did not start up brand newThere are limited resources. We really have to focus
organisations, we started out with inheritedour strengths and get our act together. The role of
functions and inherited teams. I know from otherNorth West universities has been critical of that.
colleagues in other RDAs that is certainly the case.Where we have that collaborative work the Science
In my own team as we moved towards cluster sectorCouncil has been able to take that on very eVectively.
development and making more investment new skillsI would say in summary it has been a very positive
can be brought into that mix, that has been drawnexperience and we have no reservations about it
from the private sector and drawn from the academicwhatsoever.
sector also. The lady who leads our science activity is(Dr Bridge) Three things my colleagues may bear
sitting behind me, Dr Ceri Williams, has a PhD inin mind if they are looking down this route. One is
science and technology. We are trying to bring thatcontext, you have to establish and explain what you kind of understanding and perspective into the heartare trying to do, how all of these various parts fit of the RDAs, certainly in Yorkshire Forward’s owntogether. Secondly, you need buy-in. If you have a staYng and own capacity.bright idea, you need to ensure that a lot of other

people believe that it is a bright idea, and not only 311. Lastly, what three things would you like to see
will buy-in to the problem that you are articulating in our recommendations that you think will make the
but also the solution. Thirdly, you need to be RDAs more eYcient and more eVective?
absolutely convinced whatever you are doing from a (Dr Bridge) I will give you one. It goes back to
structure or institution’s point of view will add value. where we started. The Treasury and the DTI
I would set those down as three things that people produced a joint policy paper about productivity in
need to consider. I will give you three other points the English regions and they, quite rightly, pointed to
which are based on experience. The first thing is you this long tail of poor economic performance within
need to look at best practice. We were able to look at English regions and pointed to the issues which the
how the North West had done that. We also did some regions had to address in order to improve
bench-marking across very successful regions in the productivity and international competitiveness.
United States and in other parts of Europe to see They were five of them, private investment into the
whether they were doing similar things, and they are. industry and business base , innovation, enterprise,
I think you have to keep these things under review market/competition, a reduction of barriers to entry
otherwise there is a tendency for it to get fossilised. and skills. If the Government believe those five things
We keep refreshing and going back to the original are the key drivers for productivity and international

competitiveness then programmes designed topoint. Finally you asked about a down side. If there
improve productivity and the rest of it should haveis a down side it is the potential for people to feel they
those labels on them and funding streams attached toare outside the magic circle. If you have five Centres
them should also be equally applied to thoseof Excellence and somebody says, “I am not in it”. I
programmes and targetry should be applied to those.find that relatively easy to deal with because I can

(Mr Collier) Can I take the liberty of adding thestand at any one point in the region geographically
other two, then? Could I mention something—andand walk out and join the whole thing up. That is
this is the accountant coming out in me—which hasvery much about getting the message across about
not been mentioned so far, a potentially practicalhow all of the various elements within regional
inhibitor for us to make progress is the way in whicheconomic strategy fit together. We regard the science
our funding is split between capital and current. Weindustry agenda as core to making the North East a
need a greater proportion of our funding to besuccessful competitive region in the 21st century.
current rather than capital. The second thing I would

310. In terms of RDAs’ relationship with SET, do add is really building on the points that have been
the Development Agencies feel they themselves have made by Sir Ian Gibson and by Bryan, this sense that
the strength to deliver it within their own staV? encapsulates the word “recognition”, recognition at

(Mr Collier) What I hope we recognise is what our a national level that these regional initiatives are not
own intrinsic strengths are. Hopefully they are simply regional initiatives, they are potentially
already in this region and if not we will get them from national initiatives. Have some ownership behind
somewhere else. We are working with Cambridge these, get behind them rather than over-regulate
MIT in developing a Northern Business School. We them.
are developing very good relationships with the (Mr Gray) If I can pull out a viewpoint, the first
research councils. If we recognise the weakness of our one is that science matters. We have not talked too
own bureaucracy we get the potential need to get much today about the problems of education, that is

on our agenda. Science matters to the economy so forcapabilities from somewhere else.
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that reason alone we should not neglect it. As a today, review together and address targets for RDA

to invest their budget in this area. We in Yorkshirechemist myself I could say chemistry matters. That is
a contextual thing. Flowing out of that is investment are spending about 50 million of our 290 million

budget. It is diYcult to use the criteria laid downin R&D and the benefit that that can bring to the
regions, not just to the science agenda. We try to currently to be able to support that investment.

These are long-term investments and we have to startmake the point that after that flows the role that the
public sector can play in using its existing resource to on that road now, but we need to have some thought

about how we are measured on an annual basis, sosupport the regional economic strategies. We also
mention the NHS. That takes us on to the third leg targets are the second point. Thirdly, I think as well

as regional capacity and trying to re-address thefunding, we have to get that link between universities
and exploitation, that they are properly resourced disparities of history in my experience nothing

succeeds like success. There are some beacon projectsand not under resourced. Finally, just repeating or
reinforcing what Michael said, the regional and I think the regions need to be given those beacon

projects with high profile which will start to changedimension is not a separate thing from the national
policy, it is part of the national policy and we have to perceptions nationally, but they also act as the source

of aspiration to key talent within regions. Beaconact together. The RDAs act in a collaborative mode
and we feel there is enormous strength in so doing so projects would help us tell a particularly strong story

for the future.we can present a national framework with a regional
prospective. Chairman: Thank you all very much for this

(Mr Gregory) Firstly, we need to have some interesting session and helping us with our inquiry.
significant increases in investment throughout the Also on behalf of the Sub-Committee, I sincerely
UK in this agenda in R&D. I think that increased thank One NorthEast and the Science and Industryinvestment needs to have some regional capacity Council for making all of the arrangements for ourbuilt into it and I think that sub-division of that

visit to Newcastle and for your hospitality. Weinternationally competitive research should be
appreciate it very much. We have had two verysupported wherever as long as it reaches the
interesting and enjoyable days. Can I particularlyminimum level of excellence. I do not feel that the
thank Mr Chris Pywell and his willing, able,White Paper is right in focusing the research on a few
charming and always cheerful band of workers whouniversities in the South East, nationally competitive
have looked after us so well. Thank you all.research needs to be supported. Secondly, targets.

We need to, and I do not think we have answered it
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Memorandum by Dr J Keaton, Chairman of Campus Ventures

(a) How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels ?

The experience in the northwest is that the NWDA takes this topic very seriously, and has initiated a
number of programmes to encourage this type of activity. One of these programmes, with which my
organization has had direct involvement, is the Northwest Incubation Programme (funded through the DTI’s
Innovation Cluster Fund), which seeks to establish incubation facilities incorporating high-tech business
support, across the region. Although much of the remit for this programme is covered by your other enquiry
(RDAs general arrangements for engaging with and supporting local businesses), there is nevertheless a
strong SET element to the initiative. It is anticipated that the programme will encourage spin-outs from HEI,
technology organisations and large corporations, and lead to the establishment of new technology based
companies in the wider business community, which will lead to new high value job creation.

The NWDA has also played a pivotal role in the formation of the NW Science Council as a successor body
to the Byers Committee, in which I represented the private sector. This has been established to consider the
future of science in the North West in the wake of the decision to base the new Diamond facility at Rutherford
Appleton instead of at the North West’s Daresbury Laboratory. A combination of private sector
involvement, the HEIs, the NWDA and GO-NW, has resulted in considerable pledges of financial support
from the Department of Trade and Industry for other key Daresbury based projects and in particular the
proposed 4th Generation Light Source development and Cassim. These projects involve several of the
region’s universities in a collaborative manner not seen before. The NWDA deserves great credit for the way
in which it has co-ordinated and led this initiative.

The only criticism I would wish to make in respect of the stimulation of new SET employment
opportunities is the gap in seed funding provision for start-up and early stage companies still at the proof of
concept / product development stage of their growth, and the role that the NWDA might have played in filling
this gap. However I suspect that the NWDA is hamstrung by rules and regulations in how funding can be
applied and what types of risks can be taken in the allocation of public funding. It is our belief that this is a
key issue which needs to be urgently tackled, if Britain and its regions is to become truly internationally
competitive. It is acknowledged in many quarters that knowledge based businesses will play a key role in the
development of the UK economy and yet there is very little funding available to stimulate such enterprise.
The NWDA plays a role in the granting of UK SMART Awards to innovative companies and this is a useful
stimulant for new technology developments. However it is rarely suYcient, is not always appropriate and in
any event is only concerned with financing a science based project rather than the development of the
company as a whole. True equity based seed funding has to be the primary means of financing such
companies.

The North West has enjoyed the contribution over the last 15 years of two Manchester Airport subsidiary
undertakings, Worknorth I and Worknorth II, with their highly credible track-record of operating
unregulated seed funds. The management of these funds has developed a high level of skill, in conjunction
with that of Campus Ventures, in identifying and assisting incubating high-tech start-up companies.

The North West has also enjoyed the development of TechInvest over the last few years. Originally an
initiative of one of the region’s Business Links, it quickly became a regional resource and has since been
adopted by and incorporated into the NWDA’s core business development activities. TechInvest is a business
angel network through which the executives prepare early stage businesses towards presenting their case for
funding and then arrange the media through which they can do so—audience presentations and a regular
publication. This is a laudable initiative and one which has recorded substantial success, however angel
funding is only suitable for certain types of investments and in the current economic climate tends to be
particularly averse to the high risk profile of start-up technology companies. Hence TechInvest is more
appropriate for companies which have already developed their product and are able to demonstrate proven
customer acceptance.

The NWDA has invested in three significant funds in the last 12 months—a regional venture fund initiated
with monies from the Small Business Service, a fund made up entirely of European Regional Development
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Funding and a third fund in which the NWDA contributed alongside several local institutional investors. In
each case the rule set which the NWDA felt obliged to follow demanded that the funds were regulated. The
eVect of this is that regulation requires that comprehensive due diligence must have taken place into each and
every investment, demonstrating that the business is managed by a competent management team and that
there is established customer interest in the products or services of the business. This immediately negates the
ability of a fund to invest in new companies formed around undeveloped technology, addressing untested
markets. Hence the £60 million plus of venture funding in which the NWDA is a participant is restricted to
companies which have already proven that they have a market for their developed product and excludes new
companies which wish to develop new technology products. Furthermore, it is the companies supported by
seed capital which will provide the deal flow for the £60 million plus of follow-on funding now available in
the Northwest. This is a serious gap and one which the NWDA, with the assistance of central government,
needs to find a means of addressing.

This gap is in the process of being partially addressed. It is hoped and expected that in the coming weeks
a new £4.5 million unregulated fund dedicated to proof of concept stage investments will be launched. It is
also hoped that the experienced management of the Worknorth funds will be given the opportunity to manage
this new seed funding. This has to be just the beginning of a continuing policy to provide public monies for
investment at the start-up stage of the development of high-tech companies—since £4.5 million will not
alone suYce.

(b) How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies ?

As an outsider to the NWDA, it is diYcult to judge to what degree its strategies are influenced and informed
by advances in SET, and any connected policies. However the NWDA has taken the lead in identifying 14
clusters of particular significance to the North West economy and then in appointing or identifying
“champions” to bring together those clusters and lead their interaction with public services and the NWDA
in particular. The sector champions in some cases are individuals directly employed by the Development
Agency but in other cases are leading representatives of the sector and employed by one of the key players.
The Northwest Incubation Programme indeed has dovetailed with the cluster development policy, with each
new incubator addressing one or more specific sectors and with the key players in those sectors being major
participants or project partners. Furthermore, the NWDA has been responsive to particular initiatives from
individual sectors, notably those of aerospace and biotechnology, supporting and financing individual
industry or university led initiatives for the furtherance of technology transfer from the knowledge base and
collaborations with industry. The NWDA also has spearheaded an initiative through which the cluster
champions and key cluster players are engaged in foresight related activities, to identify new long-term major
projects of value to the region and which the region is properly equipped to deliver. This initiative draws from
the analyses, conclusions and reports of the national DTI sponsored Foresight panels.

Clearly there are limitations to the extent to which the NWDA can itself identify and engage in scientific
advances, but through the cluster champion approach, through working with the Universities of the region
and through supporting individual initiatives promoted by both academia and industry it has proved to be
highly responsive to and supportive of SET opportunities. The NWDA additionally has co-ordinated and
invested in the establishment of networking groups and supply chain networks to address certain clusters and
sub-clusters. Again the cluster champions are key to the success of these networks and each of them takes a
diVerent form.

I would conclude therefore that the NWDA has been both pro-active and responsive to advances in SET
and has ensured that national SET policies and initiatives have been key drivers in much of the NWDA’s
economic development activity. Indeed throughout the Northwest we are well aware of the great assets that
we have in our knowledge base—in the universities, in industry and in the Daresbury government
laboratory—and the NWDA has worked these to great eVect in the short period of its existence.

(c) Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

I believe that the NWDA would like to take full advantage of all appropriate SET resources in
implementing their policies, however, there are such a multitude of such resources available to the NWDA
that it is diYcult to map what is and isn’t available and also there is almost certainly a degree of duplication.
It is early days yet for the RDA, and of course it was never established to control and manage the entire
economic and support infrastructure of the region. Indeed any desire to control and manage would be
dangerous, centralist and anti-entrepreneurial. However a road-mapping exercise would be beneficial for the
region in order to identify what resources, facilities, expertise and funds are available in order to identify any
gaps on the map—and I have already addressed the issue of true seed (product development/proof of concept)
funding as one of the gaping holes in the North West, albeit one which I hope will be addressed very soon.
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A means of countering and making sense of the multitudinous sources of expertise and initiatives and
making the process easier for everyone could be through replacing the present system of multiple funding
sources, with one or two central pots. These could then be focused on what is actually required, to enable the
exploitation of SET to benefit economic regeneration. In terms of SET facilities, there appears to be a certain
amount of duplication of the actual services diVerent bodies undertake, and the sub-regional/local decision
making processes on whether to preserve such institutions is usually based on political and local job
preservation criteria.

However, it is my belief that the NWDA has embraced all of the key stakeholders in the North West
economy, and particularly those engaged in the advancement and exploitation of SET. It also has responded
eVectively to many government initiatives in this respect. It was perhaps a little slow to understand the
application of ERDF funding available to further its activities in this respect, but it had such a huge mandate
to take charge of in a relatively short period of time, utilising UK funding sources that this was perhaps
inevitable. [And certainly it has now fully embraced ESF/ERDF as a complementary course of funding to its
core UK monies.] In any event, the counter argument to this is that it has recognised that North West science
and technology companies have been less than eVective in attracting EU Framework V monies and the
Agency is now spearheading an initiative to address this imbalance for the new Framework VI Programme.

Sometimes it must be said, rather than taking full advantage of and embracing existing local and regional
expertise, and taking the lead in determining strategic direction, the NWDA has had a tendency to want to
control, manage and even operate its own services and solutions. There has also been a tendency to want to
democratise the region, encouraging a large number of small pockets of SET business support facilities and
expertise, rather than encouraging and investing in a smaller number of stronger more sustainable entities.
This democratising tendency has also been apparent in a determination to make the Region less Manchester /
Liverpool centric by encouraging many new significant developments outside of the two primary commercial
centers. This tendency is entirely understandable given the region-wide remit of the Agency but not
necessarily always the most eVective course of action.

My final mild criticism in respect of embracing existing expertise, is that there is an oft quoted concern that
many experts and specialists around the region come forward with ideas for new initiatives and projects
seeking agency support, only to find that the Agency is obliged then to go out to tender for said initiative, to
enable others from both within and outside the region to tender. This has the eVect of creating an
unwillingness to share ideas or even invest the time in developing them in the first place.

(d) How do RDAs reach decisions on financial support for SET ? How should success be judged ?

Since I am not part of the decision-marking process, I can only give a limited answer to this question.
However, I am aware that the NWDA has published several strategies determining regional requirements and
priorities, following extensive public consultation throughout the region. The overall funding allocation to
the RDA then of course determines the individual allocation to specific objectives and strategies, including
those for SET. I believe that success should be judged on “real world” successes, the attainment of fairly
straightforward “easy to understand” outputs: How many companies have spun out from universities, how
many jobs have been created, how much value has been added to the economy by these new companies. We
should not judge success through academic criteria, which are meaningless to most of the public, and reinforce
the view that SET has nothing to do with the real world. Timescales for judgements should also be realistic,
enabling change and improvement to take place and should be of at least five years.

(e) What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

It may be too early yet to learn lessons from diVerent RDA’s approaches to SET, but there needs to be some
kind of on-going, pro-active assessment, undertaken at a national level, which looks at the various initiatives
implemented, and assess their worth. I believe that there is value in looking at other UK models, and given
that Scotland has been operating some very innovative schemes for some time now, and they have been
generally well received, then we should look at their schemes and the impact that they have had. Scotland has
certainly achieved, possibly because of its much smaller and tighter-knit community, a more cohesive
approach and has benefited from specific support through the Scottish OYce.
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Summary of Key Points

(a) How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels ?

Positive:

— Northwest Incubation Programme (Innovative Cluster Fund).

— NW Science Council.

— Alternative future for Daresbury embracing several universities, 4GLS and Cassim.

— TechInvest.

— Investment in second stage seed funding—NWDA contributor to £60 million plus of funding.

Negative:

— Gap in seed funding provision—starting to be addressed, but still insuYcient.

(b) How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

Positive:

— Identification of sector clusters and their champions, dovetailed with Regional Incubation
Programme.

— Response and support to specific industry or academia-led sector initiatives (esp aerospace and
biotechnology).

— Foresight initiative—identifying significant projects which the NW is equipped to address and then
co-ordinating the development of those projects.

— Cluster and supply chains networks to enable more eVective commercial exploitation of SET.

(c) Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

Positive:

— Certainly a will to take full advantage—but with such a multitude of opportunities, not always
possible.

— Taking the lead in motivating NW companies to increase the amount of EU Framework VI monies
they receive.

Negative:

— The NWDA sometimes appears to have a desire to control, manage and operate its own services
and solutions, rather than just take the strategic lead.

— A little slow to respond to ERDF funding opportunities, but this has now been addressed.

— A little too democratic, appearing to decentralize the region away from the major cities and other
centres of excellence, preferring to spread initiatives around.

— Obligations in respect of inviting multiple parties to tender for projects, negates the benefit of
individual organisations submitting new innovative projects for support, since the eVort, vision and
ownership of an idea can be dissipated if then allocated to another bidder. [This is a widespread
concern.]

(d) How do RDAs reach decisions on financial support for SET ? How should success be judged?

Not really qualified to answer this one.

Success to be judged by straightforward real world outputs—no. of companies, job creation figures, added
value to the economy.

Timescales should also be realistic.
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(e) What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

Look at individual Scottish and Welsh schemes and evaluate their impact.

February 2003.

Examination of Witnesses

Mr John Gavan, Commercial Director, Enterprise plc, Dr James Keaton, Chairman, Campus Ventures,
Mr Doug Liversidge, Chairman, Quest Investments Ltd, Professor David Rhodes, Chairman,
Filtronic plc, Dr Steve Toon, Vice-President of Clinical Pharmacology, Medeval Ltd, and Mr Peter

Wren-Hilton, Chairman, HB Internet Ltd, examined.

chairman of range from a public company whichChairman
makes medical devices through to a company I own312. Good afternoon, gentlemen. Thank you all which makes bridges and lock gates. I also started anfor coming this afternoon to help us with this inquiry. organisation called Medilink which is slowlyWe are very keen to hear from you. Dr Keaton, you spreading around the country. I also was the creatorgave us some written evidence and I thank you for of the regional innovation strategy for Yorkshire andthat. If others wish to submit any written evidence Humberside. One of my current challenges is a highfollowing today’s session we will receive it most tech start up based on the early detection of lunggladly. To begin with, would you please briefly cancer.introduce yourselves for the record?

(Dr Keaton) I am not in that league. I am a retired(Mr Wren-Hilton) My name is Peter Wren-Hilton. divisional chairman of ICI. For the last five years II am chairman of HB Internet Limited, an IT have chaired Campus Ventures which has nowdevelopment company based here in London. I am started about 100 companies since its inception.also chairman of a software company in Bangalore, About 14 have now gone under in that time. We haveIndia. Amongst various other positions that I have had one through to the main board of the exchange.my name attached to, I am also director of a local I am also deputy chairman of Manchester andenterprise agency in London which is non-profit Liverpool Science Enterprise Centre.making but attempts to assist SMEs to start oV in
(Mr Gavan) I am commercial director ofbusiness.

Enterprise plc which is a public company listed on the(Dr Toon) Steve Toon. I am currently vice- Alternative Investment Market. For the most part itspresident of clinical pharmacology for Medeval business consists of maintaining infrastructure forLimited, which was founded in 1983 as the first spin utilities and the public sector. I am also a non-out company of the University of Manchester. In executive director of Enterprise Ventures Limited1998, a management buy out bought the company which was until recently a subsidiary of Enterprisefrom the University and six weeks ago we sold the plc. Enterprise Ventures is a regional venture capitalcompany. Hence, I am no longer chief executive. company which, amongst other things, manages the
313. Who did you sell it to? Rising Stars Growth Fund which was recently set up
(Dr Toon) A large Dublin-based CRO called Icon, to invest in early stage technology business.

a NASDAQ listed company. 314. Our inquiry is about how the Regional(Professor Rhodes) David Rhodes. I was a Development Agencies support and develop theuniversity professor at Leeds 25 years ago. I founded agenda for SET—science, engineering andFiltronic plc. We now employ 3,000 people. We have technology. You all have experience in thea £250 million turnover and 16 operations in the UK, commercial exploitation of SET and theUS, Finland, China and Australia. Two of our main management of intellectual property. Drawing onareas of activity are the supply of transmit/receive that experience, what issues do you feel aremodules for mobile base stations, where we are the important that we should be aware of and that RDAsnumber one supplier in the world, and we are also the should take notice of?number one supplier in the world of the antennae for (Professor Rhodes) In the development of anythingmobile phones. We supply over 40 per cent of the on a science, engineering and technology basis youformer and over 25 per cent of the latter of the world are operating in a global market. There is no suchmarket. Three years ago, we invested £100 million in thing as even a country-based market. Anything thatdeveloping the largest, and I believe, the best is done must look at that situation. With regard tocompound semiconductor facility in the world. We developing any company, history has shown it is veryanticipate that sales from this facility will also make much down to the individual, the so-calledus number one in the world for certain things such as entrepreneur, who has normally taken a significantbase station transmitters, phased array radar gamble but it has paid oV. In terms of support fromtransmitters and possibly the transmitters that go local organisations or even governments, I have notinto mobile phones. seen any real examples where it has been terribly(Mr Liversidge) I am chairman of eight companies successful. I need to be convinced of any sort ofas well as being chairman of SheYeld University schemes that can work.Enterprise and chairman of the South Yorkshire
Learning and Skills Council. The companies I am 315. Is that the view of others?
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(Dr Keaton) I would possibly take a contrary view. been a fantastic success. I only wish that when our

company was established the nucleus of people whichI believe that you can take very early concept ideas
and develop them into substantial commercial enable networking and forming contacts existed.
successes. There are many hurdles along the way and
it is not easy. This is relating to RDAs: we have found

Lord Oxburghthat we get benefit and support from the RDAs. They
do have considerable second stage funding available. 316. How is that success measured? What makes
I use the words “second stage” advisedly. I struggle you say it was a success?
consistently with very early stage proof of concept (Dr Toon) They organise open evenings each
funding which I have had the benefit of for several month and these bring together people in similar
years from an unregulated fund set up by Manchester situations to network. It is the old cliché, it is very
Airport. That is now a closed fund and there is likely lonely at the top. There is nothing lonelier than when
to be no further injection. Manchester Airport has its you are just setting up a business and things are
own shareholding requirements and post 11 probably not going particularly well. To recognise
September it has lost income from duty free and that you are not alone, even if it is just once a month
things of this nature so their finances do not allow, as over a cup of coVee talking to people in similar
they see it, their social regeneration fund to be re- situations, is a tremendous help and that also leads to
established. We have been able to take very early contacts and government funding. It is very hard for
concept ideas and develop them. Although it turned small businesses to identify the sources of help.
out to be a rather sad story, one company went up to

317. Do any or many of these companies havea value of about £14 million at the time of the IT
positive cash flow yet?boom. It is possible with support and help, by

(Dr Toon) I don’t know. I would suspect not.contact with universities and other agencies, to
(Mr Wren-Hilton) I share in a number of thedevelop businesses.

comments that have been made. Specifically, I would(Mr Liversidge) My perspective is limited to
like to answer as an SME because the position ofYorkshire and Humberside in dealing with RDAs.
SMEs is particularly diYcult at the present time. WeOur RDA has done quite a reasonable job in terms
are based in London and the London Developmentof interfacing with the science base and creating
Agency is a fairly new body. This month it isactivities which will eventually generate wealth and
launching the London Innovation Network. I havejobs. It still has a very long way to go in involving
not seen the paperwork yet but I have read some ofbusiness. Many of the businesses I speak to, (SMEs
the strategy documentation behind it. Although weconstitute a major number of businesses), are not in
think of London as being the hub of business, SMEstouch with RDAs. They have no interest or even
in London are one of the lowest investors inknowledge of them in any detailed sense. This lack of
innovation and R&D and yet our universities andconnection with business is really crucial. We have
colleges, in terms of UK regions, are the highestsomehow between us all to find better ways of
investors in R&D and innovation. There is this gapinvolving business. I have one or two suggestions, as
between what is happening in the education sectoryou might expect. We have to try and work hard
and what is happening in the SME sector. At thetogether. I have noticed that lots of these
moment, the first port of call for most SMEs wouldorganisations are talking to each other. They are all
be something like Business Link or some enterprisehaving meetings, discussions and seminars with each
agency, some hybrid of Small Business Service but inother but when I look at the people who go there are
reality they are failing to act as an eVective bridge, innot very many business people. I am chairman of
my view, between small business and the universityeight companies, all of them relatively small. When I
sector. One of the diYculties facing SMEs is knowinggo into my business and look at the day to day
at what point of access they can get into theactivity of the management and how they are
universities and colleges to find out who specialises inworking and the nature of the pressures, they have no
what innovation, what R&D. There is no interface attime to understand a broadly based government
the moment that enables an SME in London to findagency like the RDA. We need something much
out what is happening in the university and collegemore specific that they can recognise and identify
sector. Finally, a number of these interfaces appearwith. I mentioned Medilink and that is an example
to be growing very quickly and they are almostwhere we have been able to really focus on getting
becoming bureaucracies in their own right. Asmall businesses involved and some real financial and
comment was made earlier that some more directjob creation benefits have arisen. Whilst I am not
business input into some of these interfaces mightover-critical of the Yorkshire and Humberside
result in a better understanding of the requirementsRDA—it is building an advanced manufacturing
and needs of SMEs.park and it has the chemical centre and so on and I

applaud those—I do think they have failed in
significantly involving business.

Lord Young of GraVham(Dr Toon) As a start-up entrepreneur, it is very
diYcult when you are involved in the science and 318. Do any of these SMEs which any of the RDAs
technology of the business to identify government deal with provide any form of mentoring services? If

they do not, do you think it would be an advantagesources of funding. Back in the 1980s as a spin out of
if they did?the university the biggest problem we had was

looking around for commercial support. Over the (Mr Wren-Hilton) My experience of Business Link
years there has been enormous change with the and the regional development agencies is that there

are mentor services but they are not focused onbiotechnology cluster in the north west. That has
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innovation. They are focused on the basics: sales, it were to provide mentors, they would be generalists.

What most businesses want is somebody they canmarketing, how to write a business plan. The
moment you try and raise the discussion above that talk to about their specific business. It is not about

general business practices. We can find mentors forlevel, you find that the knowledge base is not
accessible. that but we need help in specific marketing in areas

where people know what they are talking about. If(Professor Rhodes) One hears a lot of reports
you are making a device for minimal invasiveabout how certain practices of work help businesses
surgery, if somebody comes in who does not have agrow etc., but if you add up the cash side of what is
medical background, he does not get to the point. Iachieved you find that inevitably much more has
do not think the RDAs can ever provide that. Withinbeen spent than has been generated. Everybody has
my job as chairman of SheYeld Universitysupported the University Challenge Fund. I was
Enterprise, we have had to learn who are the bestinvolved in the White Rose one which involved
mentors. Very often chief executives who have retiredLeeds, SheYeld and York universities. I resigned
from big companies are not the best because they dofrom it 15 months ago because I felt that the
not appreciate the need for hands on in the spin outinvestment of that money was a waste. I felt very
business or, if they do appreciate it, perhaps they dostrongly that the things which were being invested in
not have either the skills or the desire to do it. Youwere not projects which would have a real
have to be willing to sit down and do some of thecommercial viability. What I mean by “commercial
work yourself in a small company. We have had aviability” is that they can grow into companies which
very careful review of the nature of mentors. I amare substantial on a world scale. We are not talking
talking about spin outs. Mentors in larger companiesabout companies getting to a £1 million, £2 million or
are entirely diVerent.£3 million turnover per annum because they do not

add a great deal. You have to support the companies 320. What have you experienced in your regions as
which are going to grow. How we do that I am not the key factors limiting faster growth of SET-based
too certain but one of the things I know about, which enterprises? Is it lack of management skills, limited
is a good example, is the Belgian IMEC project and knowledge of the key organisations and assistance
the way it was done by bringing things together at the programmes or funding or what?
technical level. Businesses can flourish in that (Dr Toon) One of the hardest things to find is a
scenario. It is much more important to have that type mentor that has a sensitivity to the growth of the
of catalyst than people oVering how to do business business. Being within the north west and from a
plans, the cash flow etc., because most bright people pharmaceutical background, the north west is
can do that. That is not the skill which is required. populated with a lot of ex-AstraZeneca executives.

When one goes along and asks for mentoring advice,
you are immediately paraded with a lot of the ex-AZ
main board. They do not normally have sensitivity toLord Thomas of Macclesfield
the start up business. That is the most important

319. Particularly in terms of Yorkshire, has not the thing. With regard to one of the limiting factors,
eVect of the clusters you have identified swept up lots there is a shortage of high quality people who have
of SMEs, not in terms of what the last speaker was sensitivity to small, innovative business. That is
saying but in terms of bringing SMEs together in a something that I have struggled with. You can get
cluster and therefore feeding from each other? big, ex-corporate executives but to really understand

(Mr Liversidge) I have a vested interest in how I your circumstances at the very early stage is hard.
answer this question. I spent two years creating the The obvious limitation is with regard to funding. It is
regional innovation strategy for Yorkshire and very diYcult and even more so now.
Humberside which was based in sectors. We

321. What sort of funding are you talking about?produced 12 sectors. Each of those sectors had a
(Dr Toon) We were very fortunate at the time ofbusinessman as chairman of the board with the

the buy out. The financial situation was very diVerentuniversity support agencies, and members of the
from what it is now. Venture capital funding back insector supply chain etc. When Yorkshire Forward
the late 1990s was relatively easy. When we spun outcame along, they took the sectors and made them
one of our divisions and tried to get funding a yearinto clusters. The consequence of that was a lack of
ago, it was a nightmare. Our venture capital backerfocus. Let me give an example. In a medical device
was 3i. 3i had always been the backer of smallcompany such as Surgical Innovations of which I am
businesses but they had changed. When we went tochairman, we are interested in medical devices. We
them for the second time, they were no longerhave been slotted into the cluster of advanced
interested in just putting one or two million pounds.manufacturing technology. The managing director

says, “I am interested in advanced manufacturing
technology but I am busy because I have to get the

Lord Mitchellcash right” and so on. He sees the papers and puts
them on one side. When we had a medical device 322. People like 3i will not look at anything less

than five million. I have a lot of sympathy on this. Isector, he felt he had to be involved. It was his
business. We must get into the minds of the have started three companies from scratch—three

people and no coVee machine. It is frightening. It ismanaging directors of SMEs and see how they work
day by day. When we can do that, we can find out lonely and hugely risky. During the first month or

two when you are not sure if you are going to survivehow we can interface with them. I feel the cluster
strategy has a long way to go yet. I am a supporter of or not, it takes a certain sort. I absolutely agree with

Dr Toon. A corporate executive from any bigit. On the question of mentors, Yorkshire Forward, if
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corporation is not going to be able to help. They do looking at science based business, technology

business, and looking at the role RDAs play innot even know the price of a first class stamp.
assisting them, if at all, if you are dealing with people(Professor Rhodes) When you are bringing in
coming out of university who know an awful lotexpertise, people relate it to starting businesses but it
about technology but do not know very much aboutis just as important, if not more important, to have a
the day to day running of a business or even thetechnology cluster, because that is the key. Once you
importance of cash flow and yet you have to speak tostart one thing, you find that other, similar things can
these people in technology-speak. Is there anystart. That was the model in the United States going
shortage of that? If so, is there any need to provideback 30 years now. There is a lot to learn from what
people in that way?happened in the United States. We were talking over

lunch about the defence area, that where there was a (Mr Liversidge) There are a lot of mentors around
and you ask whether they should come from theUS government contract to a major player, then that

player had to subcontract 25 per cent of the contract RDA. I do not think that is the right source. Within
South Yorkshire, we advertise. We use the networkto a small company. That made the large companies

support and develop the small companies to which of knowing people and we have a long list of mentors
who are the right kind of people.they could give contracts. I tried to initiate that

policy in the 1970s in this country. I thought I had
324. I meant the RDAs should recruit them, notsucceeded in the 1980s with Margaret Thatcher’s

that the RDAs should provide the people.government, but unfortunately Lord Weinstock
(Mr Liversidge) I see. On the question of what isprevented it happening because he did not want it to

the inhibiting factor; when I go to my companies, Ihappen to GEC. I felt that was a beautiful way of
say, “What is the order book like? What is the cashencouraging large businesses to support the growth
like?” The important thing about science companiesof small companies automatically. The penalty for
is to give them orders. If you have an order, you cannot doing it was very simple. It was dollar for dollar
survive. Let me give the example of the NationaloV the contract. If it was a $100 million contract, if
Health Service. Listening to the director ofthe 25 million was not subcontracted, the company
procurement for the National Health Service: “I amonly got 75 million for the contract. It was a very
going to reduce the number of suppliers to thesimple principle that really did work.
National Health Service because I want to save three(Mr Gavan) There are venture capital
per cent on the purchases.” He did not express anyorganisations such as 3i who are prepared to invest
realisation that there is a massive, small companysubstantial sums of money. Many have a criterion
base in the medical sector that is not getting anywhich means that they are not prepared to look at
benefit from what this government and the Nationalsmall deals. Our experience of managing the Rising
Health Service are doing in pouring money into thisStars Growth Fund is that there was enormous, pent-
sector. I have benefited from the Small Company Setup demand for investment at the lower range from
Aside programme in the States very significantly. I do£100,000 up to £500,000. There is a funding gap.
not know whether that is the answer but somehow orWhere do companies go for investment between
other we have to recognise the needs of small£500,000 and £5 million? There is really very little out
companies and the best way to do that is to give themthere which is addressing that issue. That is clearly a
this business.cause of concern. In Rising Stars, we have to look at

what is the next stage. Is our investment going to get
all the way through to the next stage of growth? The
number of deals we have to look at in Rising Stars is Lord Oxburgh
such that we have had the good fortune to be able to

325. Mr Gavan, why is it that there is this gap?prioritise high yield, low risk companies but that
Why are companies like yours or others notmeans that there are a great many more escaping and
interested in going in at an earlier stage withreceiving no support at all because in the region there
smaller sums?is no competition for the Rising Stars group, apart

(Mr Gavan) The simple answer is the obligation tofrom Business Angels, which is a very patchy source
make a commercial return.of support for these kinds of organisations. I would

like to endorse what Dr Keaton says because, 326. I do not think that is a simple answer.although we have been fortunate enough to have a (MrGavan) If we were to put our funding into verygreat deal flow to start with, we will not know what early stage technology companies, the evidence ofis going to be the situation in two years’ time— our research is that the failure rate would be so highparticularly if proof of concept funding is not that the rate of return would be lower than the cost ofavailable to bring these companies through to the the money and therefore, to the extent that we havestage where we can invest in them. private investors who are expecting us to create a
commercial return for them, it will not be possible to
answer their performance demands.

Lord Young of GraVham
327. Let me suggest a model to you. You have a

rather large stable of small start-ups of this kind and323. Forty-two years ago I came out of a big
company to start my own business. Not only did I fundamentally you have to look at them rather

carefully. You make the business presumption thatnot know the price of a stamp, I did not even know
where the Post OYce was. We know about the only one in 20 or one in 50—or something like that—

is going to succeed. You base your dealing with thosediYculties of starting small businesses. We know
about the value of mentors in small businesses, but companies on that assumption. Can you not do that?
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(MrGavan) To a degree we do, because we have an and communicate it eVectively is very important. We

assumption that there will be a certain failure rate have a good economic strategy in Yorkshire and
and that in every portfolio there will be “stars” who Humberside but we are not articulating it eVectively.
will pay for the failures. The cost comparatively of They can also fund ad hoc projects. I mentioned the
doing lots of small deals in early stage companies is advanced manufacturing park. SheYeld and South
too high to support a commercial rate of return. Due Yorkshire are well known for their advanced
diligence costs alone, for instance, would be a engineering. We are having some growth in this area
severely limiting factor. and I am hoping to persuade them to build a

Medipark at the Northern General Hospital. I want328. Why does it work in California?
£3 million for it. That would be another good idea of(Dr Keaton) There is a diVerent ethos there. We
what the RDA can do. The RDA has to set the scenehave set up 100 companies. We have had one which
and it has a real job in bringing the partners together,has made an absolutely incredible return. I only
to be the facilitators to say to people, “This is theclaim outstanding success with one per cent of the
economic strategy. This is where we should place thecompanies we start. We are looking at the early stage
emphasis.”at funding of the order of £10,000, £15,000 or £20,000

in tranches maybe over two years. If we are to go to a
conventional venture capitalist, a regulated fund, the
cost of due diligence can be as high as the injection,
roughly £20,000 for a £20,000 injection. That does Lord Wade of Chorlton
not make sense given that at the same time there is a
commercial return required. The people we have 330. Would any of you have a view on how to
dealt with for five years, an unregulated fund, if they judge whether an RDA was making any diVerence
had looked at their performance after about four and or not?
a half years, they put £3 million in and got something (Dr Keaton) It is diYcult to answer that because
like £5 million out. After five and a half years they got you have to try to conjecture what it would be like
£95 million out. That is the risk game when you are without RDAs. I find that after three or four years it
starting micro companies which are proof of concept, is quite remarkable what an impact the RDA has
trying to take those through to very substantial had, given a collection of individuals presumablybusinesses. I have had several meetings with the chief started from nothing. In the post-Daresbury arenasecretary of the Treasury. I have excellent where the north west had lost the synchrotroncooperation from the chairman of the North West replacement to Oxford, the response was to bring theDevelopment Agency. The answer from government Secretary of State in to set up a particular committeeis that public money may not go into unregulated

which became known as the Byers Committee. Thefunds of that nature. There have to be constraints. I
emphasis and the impetus was there to bring a groupam now forced back into the private sector looking
together, including the university vice-chancellor, thefor that type of money. A fund of £5 million would
trade union representatives and every aspect almosthelp me for 100 businesses but in the present climate
of business life public and private in the north west.even individuals of high net worth are not readily
We had the catalytic eVect of the NWDA. I think theforthcoming with relatively small sums of money.
RDAs do bring people together. They also set
frameworks and facilitate. I do not think they should
do everything themselves I sometimes think theBaroness Finlay of LlandaV
NWDA tries to do too much. It should catalyse

329. What role do the RDAs have in encouraging events. It certainly did in the case of Daresbury, to
and supporting the exploitation of SET, and what great benefit in the north west in the way that is
improvements should be made? developing here through the combination of

(Professor Rhodes) I do not think they have a role. universities in conjunction with the private sector
There are some very nice words in the next ten year and the agency itself.
strategy for Yorkshire Forward but, realistically,
how can an organisation such as that do anything
about the science, engineering and technology base?
What does it have other than some money?

Chairman(Mr Liversidge) I do not agree with that. The
RDAs have a really serious job to do in setting a

331. Having brought them all together, what doesregional economic strategy. This is important for
it do now? Is the job done?understanding which businesses are going to be

(Dr Keaton) I was talking of a specific there as towealth and job creating in the future. Somebody
what they had done on a particular crisis problemsomewhere needs to say what it is, even if you go
and, yes, they have driven that forward. Now I thinkdown to the most basic level of telling the careers
they step back and let others proceed.teachers in our schools what businesses will be

(Professor Rhodes) My comment was referringsuccessful; we need to decide on the emphasis we are
specifically to science, engineering and technology.going to place on research in universities and the kind
There are other fundamental roles for the RDA inof technology and technicians to come out of the
terms of infrastructure and having a coordinatedcolleges. These are important factors for the
regional policy. The specific question with regard togovernment to understand and I think having an
science, engineering and technology is fundamentallyeconomic strategy built on the strength of a

particular region is really important. To articulate it diVerent and the RDAs do not have that expertise.
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332. I would like to ask a question to do with 334. It has been put to us that RDAs are currently
success. Dynamic, high tech start-ups are either spreading things too widely and too thinly; and also
bought out, I guess by way of a trade sale, or they that they are probably over-bureaucratic and too
grow to be competitive in the global market place. slow to react to current situations. Would you agree
These will have implications for the sponsoring with that?
regions. I wonder how RDAs should accommodate (Dr Keaton) I would have agreed with it three or
this fact of business life in their regional economic four years ago. As they have matured, there has been
strategies. an increase in focus. There are far fewer priorities

(Mr Wren-Hilton) Can I use a non-UK example to now. I first looked at an NWDA list of priorities of
answer that question? I mentioned that I am about 75. It is probably now about 12 and they are
chairman of a company based in Bangalore in India, very much in line with that experience in India
which for those of you who have read the pink pages around clusters now that make sense. I am setting up
over the last few months has been attracting the incubators in conjunction with the NWDA in
interest of a number of large UK plcs. It is no Bolton, based upon textiles in the five graded Bolton
accident, however, that Indian states are rising to the Institute. Textile Department We have set up one inforefront because the background to where they are Burnley in conjunction with British Aerospace andtoday started in 1991 when the Indian government the aerospace consortium, in Barrow with BNFL. Itlaunched Software Technology Parks of India, STPI. is now starting to take shape but it has been aThat was a national initiative but the issue of learning process on both sides.implementation was left to individual states. Over a

(Mr Gavan) I support that view. That is also veryperiod of 12 years we have now found IT
much my experience. The biotechnology cluster ofdevelopment clusters in Bangalore, Hyderabad,
Manchester has proved enormously successful. WePune and Chennai. It has taken 12 years to get there
are aware that the NorthWest Development Agencybut those clusters are now attracting the interests of
had very much decided to prioritise its clustering. Itcompanies in Europe, the United States and the Far
is obvious where they are. They are working, and inEast. They do not just however attract investment
relation to biotechnology significantly more thanfrom outside India. They are also very much assigned
half of the investments that we are supporting arethe role of incubating local Indian software
from the biotechnology sector. That is providingcompanies. They have taken a specific sector which
some evidence for the success of that cluster.they have developed as a cluster in diVerent parts of

India. Incubation in India does not mean traditional
335. We were in Newcastle last week1 and we wereincubation in terms of accommodation

very impressed by the North East Science andinfrastructure, although clearly that is very
Industry Council. We thought they were veryimportant. It also means providing access to cheap
dynamic and the quality of the people was veryfunds, providing tax breaks and fiscal incentives. As
promising. Do you think that is a good example toa result of that 12 year plan at a regional and state
follow?level Indian states have now developed very strong

(Dr Keaton) I was on the Byers Committee. Thatfocused clusters of IT development companies. If it is
was the first science research council concept thatof interest – I was there a short time ago—they are
emerged. We discussed it at great length because wenow looking over their shoulders and they see China
had a very considerable amount of data produced byas their great threat. This whole issue of setting up
outside consultants for the Byers Committee. Weregional clusters around sectors, as opposed to
knew how to respond to the problems that emanatedhaving a more horizontal view that we have for
from Daresbury. The north west is well aboveRDAs here, whereby they are supposed to be
average in its research “spend” from the privateinvolved in every sector, if we can start thinking in
sector. That is possibly skewed by the AstraZeneca’sterms of targeting certain sectors and developing
of this world but there are a large number of majorclusters in targeted areas and taking a slightly longer
organisations in the private sector in the north westterm view, we might be more eVective.
with very high research spend. You have Pilkington,
British Nuclear Fuels, Avecia etc. There are many
where they are spending in excess of ten per cent of
gross turnover. That does skew the private sectorLord Lewis of Newnham
result. The public sector spend on research in the
north west is under the national average, so the333. Which came first? Did the cluster system arise
concept grew there that we should set up a sciencebecause there were groups of people who were
research council for the north west with a view tointerested in it and then this was taken over by the
taking decisions as to where the best spend could be,state, or did the state generate it?
what the best return on spend in research was and(Mr Wren-Hilton) The impetus came from the
how to utilise the skills of the eight universities innational government back in 1991 when they set up
conjunction with the public and private sector. Thetaxation and fiscal incentives to the individual states
north west is finding it a very valuable tool and weto set up clusters. Not every state has but certain
were very grateful that the north east followed.states have taken to it in a very big way and the pink

pages explain the rewards they are reaping as a result
1 See Appendix 8 of the Report in Volume I.of that long term investment.
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was—things have changed at ManchesterLord Young of GraVham
University—the university was a hindrance rather

336. Could we turn to the universities, one of than a help. When the company was set up, no
which I chair? How accessible do you think are the academic was allowed to have any share of the
SET resources of the universities for supporting company at all. Despite that, Medeval went from
innovation? If they are not, are there any strength to strength because it was the vision and the
improvements that could be made? This is a very drive of the individual founders. This is a particular
large public resource. thesis of mine. For a lot of scientific entrepreneurs,

(Professor Rhodes) It is an area where I was one of they are not driven by the vision of financial gain. In
the first people to spin out of Leeds University. One the early stages, yes, we may be commercially naive.
thing that is clear out of the ones that came from We may not understand the balance sheet but in
Leeds and others is that the companies that have those formative years of the business the long term
grown are dependent upon the capability and the success of that business is definitely residing with the
knowledge of the individuals. It is nothing to do with scientist and the innovator. One of the biggest
the institutions. I am not sure what has happened at problems that can occur is the part time businessmen
Cambridge in the last couple of months but hopefully that sometimes universities employ have little
the university has not taken the intellectual property sensitivity towards the business and can strangle the
away from the individuals. I feel very strongly that if company at birth. There is almost this rush in to say,
the intellectual property resided with the individuals “Look, you understand nothing about business.
and not with the institutions you would have There, there. We will look after it for you.” There is
considerably more exploitation of the know-how. where I see a lot of university businesses dying.
People quote US organisations as making money out
of this but I think they are wrong. A large amount of
Stanford’s income came from endowments after the Lord Wade of Chorlton
event, graduates going out and doing it and then

337. We have had aspects of this very interestinggiving money back to the university, nothing to do
discussion around this table on many previouswith the university taking a stake in the company.
occasions. It is an issue that we raised in our last(Mr Liversidge) I am chair of SheYeld University
report on Chips for Everything,2 which you may haveEnterprise. We have to have a policy about
seen. What has emerged from your conversation nowintellectual property ownership. In our case the
is that there are diVerent views within each universityuniversity owns 60 per cent and 40 per cent goes to
as to how IP is regarded and that that in itself is a badthe founding academic. I understand the points that
thing. Do you feel that the RDAs could play a role inProfessor Rhodes makes but in my experience in a
trying to coordinate a regional approach to how ITcompany, very often the academic is not capable of
is dealt with?driving forward a multimillion pound business. He

(Professor Rhodes) No.does not have the skills or the experience. The
(Mr Liversidge) No. I honestly feel it would be anbusiness entrepreneur gets involved. He has other

inhibitor. I think it needs a national view on that. Ipeople get involved and after a while you find that the
happen to be one of these part-time business peopleacademic has to become technical director of the
that goes in and that you talk about stranglingcompany and we have to have a diVerent style of
businesses. Of course, that may be true in some casesmanagement. Once you go to a diVerent style of
but the reality of it is that the combination of a good,management, I have had to move people at diVerent
hard working entrepreneur, academic, and alevels because you need diVerent skills. Often, the
businessman with knowledge, experience and, foracademic is totally incapable of taking the company
that matter, scars, business scars, I think is a greatto a large size. There are obviously exceptions and I
combination. I have seen that combination workinghave one on my right. At SheYeld University, we say
very well. In our university the mentors all take a60/40 and we stick to that rule religiously. The
shareholding in the company and they often chair aacademics argue fiercely about it and each says it is
board meeting with mentors and health executivesa special case but if we started having special cases it
and I see that working very well. I do feel that itwould be impossible. After all, who really does own
would be very helpful for those at the interface ofthe intellectual property? The universities employ
running the overall companies, like SheYeldthese people. If they worked for me in my companies,
University Enterprises, if I was operating in aI would own the intellectual property. I think we
national policy, a framework. I am constantly beinghave been generous by giving them 40 per cent. In
told by my academics that they would get a muchaddition to that, when we get to the dilution stage, we
better deal if they went to Leeds.tend to dilute the university, not the academic and

not the entrepreneur. He has that incentive so he 338. Who might take the lead in putting that policy
knows that in the early days he has the cover of together? If you say that there should be a national
SheYeld University Enterprise to help him because policy, where should the lead come from to put that
we are a responsible body. He knows that in the policy together?
fullness of time he will get a bigger shareholding. (Mr Liversidge) I think Universities UK—the

former CVCP—might start it. I am not clever enough(Dr Toon) In one of the biggest disappointments in
to know. I am trying to think that the universitiesmy career, when I came back from the United States
together should have this debate and perhaps evento help set Medeval up, I was driven by the wish to

put money back into my alma mater so that we could
exploit commercial opportunities and put money 2 Chips for Everything: Britain’s opportunities in a key global

market, 2nd Report Session 2002–03, HL Paper 13-I.back into the university. My big disappointment
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this Committee’s report might give a stimulus for us Baroness Finlay of LlandaV
to drive that forward. 341. I have to declare an interest as Vice-Dean of

(Dr Keaton) I would have thought, my Lord a medical school. If I can go back to a comment that
Chairman, that almost the only body that would dare Mr Liversidge made earlier on in terms of the link
step into the lion’s den on this one would be between innovation and development and turning it
something like the Higher Education Funding into an enterprise. I wonder if there is another step
Council because they do have the money and do fund that we must not forget about in the UK, which is the
and sometimes direct. There will be a very interesting monopoly purchasing power of the NHS, and
debate in Manchester which is coming up which is whether that is becoming a barrier to real innovation
very relevant at the moment and that is the merger from the medical sciences end of things. In other
with Manchester and UMIST where UMIST words, it does not matter how much RDAs are trying
individuals own intellectual property and to promote science, it does not matter how good the
Manchester University own intellectual property and science is coming out of medical schools, if you have
in one university you cannot have two rules, so it will got nobody who is going to purchase it because they
be interesting to see which way that bounces. are locked into contracts with somebody else then,

however good it is, it is going to fall by the wayside.
I wonder what your view is?

Lord Young of GraVham (Mr Liversidge) The problem we have is that
someone purchasing for the National Health Service,339. If you have a national view or if HEFCE or
let us say they are going to purchase a new hip jointDTI got involved in this, it would be the death of
for you, for me—I am older than you—what are theyinnovation in this country. I think there are other
going to buy? Are they going to buy a Smith &ways in which the government could encourage
Nephew, something safe? In SheYeld we have auniversities by looking at their funding to see that it
company called JRI which made the hip joint for theis reflecting the amount of innovation. The question
Queen Mother. It has a novel method of cementingI wanted to come back to is not so much individuals
the bone in. To my knowledge, none of the hospitalscoming out of universities and going to start-ups but
in South Yorkshire has ever bought an implant fromlooking at all the businesses which, if you like, cluster
JRI. It is only a small company employing 100around them. How open are the universities making
people, it has just invested £1,500,000 in a hydroxyltheir facilities to enable those people who have
apatite plant. I will give you another example. Leedsstarted to be able to get going? I have seen this in the
General Infirmary decided that they would only buyUSA in a big way, helping to provide access to some
their instruments from one company and they choseof the technology that otherwise would be expensive.
Aescalap, which is a German company. The 20 or 30(Professor Rhodes) Speaking on the electronics
small companies in our region supplying instrumentsside, the problem with the situation nowadays is that
therefore have to supply Aescalap, where they makeno university really has the facilities which are up-to-
surgical instruments. What do they do? They saydate and capable of dealing with modern technology,
“We will simply make them ourselves, to hell with thethey are not in a position to do it, so to go in and use
man who employs 20 people in SheYeld” and so on.those facilities is a waste of time basically. You have
We have a real problem. The company I work fortalked about the cost of doing CMOS, two billion
actually developed an instrument and the surgeondollars or so. There are other areas where the small
who uses the instrument is on the board, yet he hadthings that are done in universities are just not
to buy it from another company because of theappropriate in the real world. They may be
National Health procurement policies. There is aappropriate for doing small amounts of research but
great opportunity for us to somehow say we need toeven that is questionable. In terms of the electronics
exploit our technology base by purchasing powerarea there is only one real solution and that is a
because the orders are what we want.variant of the IMEC solution in Belgium. One has to

have that and one has to have that available to the
universities as well as industry.

Lord Wade of Chorlton
340. Could I just say, my Lord Chairman, just to

342. Read our report!give an example: I was Chairman of a spin-oV in
(Mr Liversidge) Okay.Cambridge do with display technology, where the

access to equipment at the university did play a real
role, so there are areas. If you are talking about chips

Lord Lewis of Newnhamyou are talking about something else. My question is
whether any of the witnesses thought that 343. I am not quite sure whether there is any

connection, but what is the view then of science parksuniversities actually did anything to help encourage
innovation? that some universities have set up as attempts to try

and foster the prospect of setting up small industries(Dr Keaton) I have absolute access to the eight
that you can then develop?universities for all our businesses. There are

absolutely no barriers placed in our way. The eight (Dr Toon) We are actually based in Manchester
Science Park. I must admit that they have been very,university vice-chancellors who form the North West

University Association set up a body which is—it is very supportive. We were in a situation last year
where we were desperately in need of more space andvery early days—funded by the Development

Agency and that is producing a database which gives there was no obvious new building on the Science
Park available for us. They actually agreed to buildbusiness people access to everything which is

available within universities. on to our existing building and then lease it back.
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That was fantastic. Manchester Science Park has Smart Awards, etc. As I said, it is very much a

piecemeal, patch-it approach. There is not thatbeen very supportive of us. A lot of people would
indicate that science parks provide mostly integrated longer-term approach which companies

actually require. We need more than just “There isadministrative support and infrastructure but we
have never found that is something that works some money there in six months, there might be a bit

there six months later”, we need to be able to planparticularly well. Similarly, the concept of bringing
companies on to the science park that will feed oV two, three, five years ahead. I do not think that there

is that combination of fiscal and financialeach other, that certainly has not worked. In terms of
bringing a technology focus on to a site in proximity arrangements by government in the UK.
to the university, which is essential for us, to have
access to Manchester University and helping us in the
way that I have just described, they have been very Lord Oxburgh
good.

345. Nearly all of this discussion has, I think, been
of exploitation via spin-outs and companies. We
have not had any discussion on the licensing of IPR
generated in institutions to be used by otherLord Freeman
established companies. Do any of you have views

344. My question relates to the support schemes, on this?
primarily financial, for SET companies to encourage (Mr Wren-Hilton) Can I come straight back oninnovation from a SET base coming from RDAs, that. Again, I would answer that question directlyfrom Whitehall and the European Union. Are they and give an example, but it also comes oV an issuecoherent? Are they useful? that was discussed five or ten minutes ago and that is

(Dr Keaton) My Lord Chairman, I will have a go the diYculty that small companies have in the whole
at this one. Yes, they are useful. They are very area of public sector procurement and the fact that
variable, as I see it. The University Challenge has many small companies feel precluded from public
been a successful innovation but it is highly sector procurement. I will use the example of my own
restrictive because it restricts the support funding it business. We have pitched for a number of public
gives to university based businesses in concept only, sector accounts in the UK over the last two or three
and I deal with a large number of the non-university years to very little eVect because the general rule
base that we pick up from patent oYces, from seems to be that the contract will be awarded to one
solicitors, from banks, etc. We benefit from Smart major player and then that major player will
Awards and the RDA push these and are now, of subcontract work out to smaller, very often preferred
course, taking a lead role. Smart Awards are also suppliers. Very recently we decided to take our work
good but they are getting more diYcult and they raise to the States. We pitched for the United Nations’
State Aid issues, which is a concept that I have never global intranet account and, despite the fact that we
fully understood, but they do on the basis that they are only a small number of people, we won that
give emerging companies in this country benefits account. We recently completed it and by completing
against similar companies abroad. I always thought that and by licensing the software that we had created
that Smart was distinctly a technological support ourselves, that licence income has actually enabled us
operation based upon the technology, and, therefore, to invest more into those particular products; so
should be exempt. I only wish that the Smart Awards much so that we were recently awarded their global
were notified and therefore would be exempt from extranet. That would not have been possible if we
the de minimis rules applied by the DTI. They are had just been pitching in to UK public sector work
getting more diYcult to achieve, there needs to be because it is simply not available for companies like
clarity, and that is, I think, an issue for government. ours.
We benefit from Small Firm Loan Guarantees but
they are getting ever more diYcult in the present
climate. I do find that rather sad. Of course, there are

Lord Wade of Chorltonenormous amounts of European funds available and
the RDAs are very helpful in working with 346. My question returns to the earlier discussion
companies to achieve support in this area. There is about setting up of the Regional Science Councils
quite a lot around but it is somewhat complex. You and the Science Strategies that were being
have to pick and choose and cherry pick between encouraged to provide a focus for the comprehensive
them all and some of them are getting quite diYcult. development and use of a region’s SET base. We

have covered some of this area but do you have any(Mr Wren-Hilton) I concur with what has been
further views on that particular issue? Do you thinksaid there. So far as general support, I think that
that the approach and the establishment of Scienceperhaps the government does take a short-term fixed
Councils in all regions is the right thing to do and weview of things. I am aware of diVerent bits of tax
should encourage them to do so?legislation which cease on Monday because it is the

end of the tax year. If we are looking, for instance, at (DrToon) Certainly I have seen within Manchester
with the biosciences incubator there that it hasEurope, Europe has a very specific ten year goal to

become a knowledge economy and it is backing that worked tremendously well, that in actual fact it does
give a focus to the region and it does stimulate otherup with Sixth Framework funding which is long-term

funding. The funding sources that occur in the UK initiatives that spin-out from other organisations.
One point that was made earlier was that sometimestend to be fairly short-term, the stakeholders change

on a fairly regular basis and you are not quite sure there is an absolute lack of knowledge of what
expertise resides within a region and how to go aboutwho is actually administrating the various grants or
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finding out who are particular regional experts in Chairman
particular fields? Because of the biosciences initiative

348. You think Bradford has something to oVer?within the North West it has prompted some of the
(Mr Gavan) I think demonstrably the North Westhealth authorities to actually go and catalogue all

has a world-class SET base in biotechnology. Thetheir particular areas of clinical excellence, so for
fact that an AstraZeneca is not going to be spawnedbiotechnology companies wanting to undertake
every six months arising out of that client base is notclinical trials, for instance, if they come and say “We
the point here. If what arises out of that base is thewould like to set up within the North West but what
creation of large numbers of successful SMEs, that ispopulation do you have in diabetes or in asthma?” we
of enormous benefit to the region. As I commentedhave not only got a catalogue of particular clinicians in response to an earlier question, it is certainly thewith that expertise but also a knowledge of the experience of the Rising Stars Growth Fund in thenumber of patients and the availability to participate North West that preponderantly our investments arein clinical research. If you do put a focus in a coming out of Manchester’s biotechnology cluster,particular area it does catalyse people to think along so it is a success story.

the lines of opportunities that may arise from that (Mr Liversidge) I have an example which is that ofparticular focus, and certainly that is happening the medical device sector. In Yorkshire and
within the North West of the country. Humberside there are 485 companies that work in

(Dr Keaton) I would make one addition to that. I the medical device sector, which is an awful lot. In
absolutely support the Science Councils but I would, SheYeld there are 146. Many of these companies are
would I not? I do think that given the North West, not just world class, they are world leaders. If
and a similar argument would apply in other regions, anybody in this room has had an operation they
has got three essential Russell Group Universities, I would undoubtedly have been cut by a scalpel blade
believe it should be axiomatic that the vice- made by Swann Morton.
chancellors of these should also sit on the Science

349. I have used a few!Councils and interplay with the leading businessmen
(Mr Liversidge) If you are an American there is ain the major private scientific companies within the

50 per cent chance that the hip that went into yourNorth West. I know it is always diYcult if you have
body was made in SheYeld in titanium, cobalttoo many people around the table but that, to me,
chromium or stainless steel. There is a massiveseems a very fruitful and synergistic partnership.
cluster. About six years ago we started an
organisation called Medilink to bring together
hospitals, universities and manufacturers, to focus
on four areas. One was product development,Lord Lewis of Newnham
another was information and the passage of

347. Can you give us some examples to illustrate knowledge—we already had too much
the importance of a world-class SET base in a region information—the other was education and training
for competitiveness? and the other was in marketing and technology. We

(Professor Rhodes) Going all the way back to say have been working for six years and we have now
that you have got to compete on a global basis, for persuaded five other regions to have a Medilink
any new innovation, the objective has got to be organisation, three of which are funded by RDAs
number one in the world, there is not a diVerent and there is a great opportunity, I think, to build on
objective surely. How that can be regional and that example which exists in Yorkshire and

Humberside, which is beginning to work in otherclustered is just beyond me, it is a global situation. If
areas, into a national organisation. I have focused ayou are trying to work out a certain business,
little bit on medical this afternoon, not that it is mybusiness model, involving other people in a given
only interest, but I do think that it is a greatindustry, it is not a local cluster that does it unless
opportunity for us to exploit the science andthere is something physically there that attracts
engineering technology network. It is a wonderfulpeople to it. I can think of examples of that where you
opportunity for this country to be at the forefront.can make something or you have the ability to make
We have got all the things there already. That is mysomething and there are few facilities in the world
example.capable of doing that and you attract people, attract

that type of industry. Without that I do not see how 350. If I was to ask each one of you what
clusters of diVerent types are beneficial. In Bradford, recommendation you would like us to make in terms
where my main head oYce is, next door to me is Pace of the RDAs’ role via SET, what would that be?
Micro who grew on the supply of set-top boxes. (Mr Wren-Hilton) I would like to consider the
Bradford feels it has something to oVer the position of SMEs. I keep coming back to this because
electronics industry but the fact of life is I lived there SMEs, particularly nowadays, tend to be very
and started there, and David Hood, who started stretched. We all know what the economic situation
Pace, lived there and started there and there is is here. Owners of businesses have got very little time
nothing about Bradford other than it has two to go to meetings and have got very little time to sit
electronic companies, but everybody feels since we back and think six months or 12 months ahead. What
have got two big electronics companies there is they are thinking at the moment is about the payroll
something special about Bradford to attract next month and the payroll the month after. You
electronics and it is just not true. Those sort of need to think in terms of that interface between
examples happen. SMEs and Regional Development Agencies so that

they can actually access the services that the RDAs(Mr Gavan) Can I disagree with that comment?
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oVer. At the moment I think RDAs are something instance. Therefore, the skill base in the middle

management in particular—the senior managementquite remote from the average SME and at the
moment the primary source of advice that an SME performance has always been very high—has to

increase and that is a process which should be a highwould get from people like Business Link and others
who are not acting as a proper interface. It is that priority for RDAs.
remoteness that RDAs have from your average 10-12 354. Are they going to grow big companies? Is thatman company. strategy going to grow big companies?

351. Would that apply to their role in promoting (Professor Rhodes) Sorry?
SET too?

355. I thought you were responding with your body(Mr Wren-Hilton) I can only talk from my own language.experience, talking from the IT technology area. I do
(Professor Rhodes) I am just listening about thenot honestly think that many of my peers who I know

control of education funding, which is not very goodwho run businesses in London go into the oYce and
news.the first thing they say in the morning is “What is the

London Development Agency doing today to help 356. Mr Gavan?
us?” (Mr Gavan) Prioritising the resolution of the

(Dr Toon) It is very diYcult. All I can say is I think funding gap issue would be the point that I would
that the focused approach of the RDAs, rather than isolate as being the most important from my
spreading themselves too thin, seems to work more perspective, maybe as in the case of the North West
successfully. A specific regional focus on an industry RDA by being a cornerstone investor in an
sector appears to be working rather than trying to be Intervention Fund or maybe as a facilitator of the
Jack of all trades. private sector, because I think the private sector

(Professor Rhodes) You can gather that I am not certainly has a role to play here. I would also say that
particularly keen on regional policy, I think moreattentionneeds tobepaid to theveryearly stages
government policy is much more important. The of technology investment and proof of concept
regions that I know of, which are Yorkshire and the funding in general.
North East, have supported infrastructure
development, which I applaud, and they can do a lot
more in that regard and they can provide certain LordOxburgh
facilities. We have talked about science parks and

357. My Lord Chairman, could I ask two questionsthat sort of thing which are all possible. Going
of Professor Rhodes? Professor, the first is in relationfurther than that, I have my doubts because I think
to the contractual situation that you described in theother things just have to be done at a national level.
US where defence contractors were required to put a(Mr Liversidge) Get Business Link to work much
proportion of their work out to SMEs. Is that policymore eVectively. I really believe, and I have to be
still operational to the best of your knowledge?careful because this is being recorded verbatim—

(Professor Rhodes) Yes, I believe it is at a smaller
level. I think it is at about the 15 per cent level at the
moment.Baroness Finlay of LlandaV

358. I think that is something that we would like to352. I didn’t catch that.
get more information on. The other question is that(MrLiversidge) I am sorry. I was hesitating. I think
the one quasi-governmental initiative on the sciencethat the Business Link organisation needs a really
side that you thought was beneficial was IMEC fromgood kick up the backside.
what you said.

(Professor Rhodes) Yes, very much so.
Chairman 359. What do you think are the elements of success

353. It is language I am familiar with. that really have made that work?
(Mr Liversidge) What we do not want is the RDAs (Professor Rhodes) It is slightly dated, it is 20 years

going in and replacing Business Link. We need old. The principle was that it provided a facility to
Business Link to work. Business Link, in my view, still make world-class product within that organisation
has some way to go to be eVective. for diVerent areas of exploitation but it was the basic

principle that the facility was there. Into it went key(Dr Keaton) I come at this from a slightly diVerent
angle. My overriding comment would be that in a people to doresearch work, university PhDwork, and

it supplied real product to the real world, it was arelatively immature organisation the management
distillation process needs to be accelerated. In normal balance. The actual total funding requirement from

the government was relatively minimal for what itcompanies thathavebeengoing for10,20,30years the
sievingprocesswhereby thegoodpeoplegoupandthe actually obtained. That acts then as a nucleus from

which companies related to that sort of business areabad ones leave, has matured. I think that we need to
accelerate that process because it was clear from day can grow. We talked about a lot of small companies

together, I used to have the theory that I wanted toone that a lot of public sectorpeople in particular were
called into the RDAs. It now needs injection from create a company which was like a breeder reactor

where you could start other entities within it and oncereallyhardbittenbusinesspeopleandsomeoneortwo
highflyingacademics fromtheuniversitiesbecausethe it reached a certain size you could spin it oV. I did that

with a couple of companies but it does not really workRDAs are going to be more influential, they are going
tobe handing out funding to the universities under the in the general sense unless there is something binding

it altogether in termsof a facility. That is the key thing.higher education business linked schemes, for
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It is not some abstract oYce building where people universal valve that is unique, where the surgeon

just by a small click can put each of the diVerentwant to do a similar thing or anything, it has got to be
much, much more than that. We have moved on from sized instruments into the body. We call it the

Uniglide.when IMEC started but it has got to be something of a
similar ilk which can be a catalyst.

Lord Wade of Chorlton
LordYoung of GraVham 363. I have got a thing at home just like that,

except mine is stainless steel. For about 35 or 40360. I have a question on something which
concerned me during the course of the evidence years I have used it to take the gas out of the cows.
about bodies like the Health Service deciding, in the (Mr Liversidge) This is disposable.
interests of simpler administration or whatever, to 364. I kept mine and washed it between uses.
only buy from one supplier and the deleterious (Mr Liversidge) I am sorry, I did not mean toeVect that would have on a number of suppliers in distract the Committee.the region. Do you think this is something which

Chairman: I am probably the only one here whoshould be discouraged, buying from one supplier?
has used one of those. I might have a private word(Professor Rhodes) It is similar to the Ministry of
with you later.Defence. If a large contract for the National Health

Service was going out for four billion pounds or Lord Mitchell: Could I just say very quickly that
whatever, if whoever won it was forced to if we were to pursue this route of small companies
subcontract one billion of it to smaller companies getting a percentage of large company expenditure,
it would have a tremendous impact. as somebody from a small company who has been

361. We had a similar thing 15 years ago with the on the receiving end I would just like something to
BBC insisting that 25 per cent of the programming be there to make sure that the small companies get
should be made by independent companies and it paid quickly. Cash flow is absolutely critical.
spawned a whole new industry. Chairman: It will not be the NHS then!

(Mr Liversidge) There is a programme in the USA
called the Small Company Set-Aside Programme
and it is particularly for small companies and Lord Mitchell
disadvantaged groups, including ethnic and women

365. Big companies or the NHS, whatever, justmanagers. It is for 15 per cent and it applies to
have a habit of spinning it out, they dilly-dallygovernment programmes for defence and other key
around and take 90 days to pay and somebody elseprogrammes of that nature. As far as I know it is
is dying on the spot while that is happening.still running, I have had the benefit of it. If we could

(Professor Rhodes) The advantage with whatapply that to the medical sector here then this
happened in the United States was initially theredevice, which I must put down and stop playing
were not enough suppliers to support that so thewith, which is a brand new wonderful device, the
larger company was trying very hard to get it, sofirst time anybody outside our company has seen it.
they paid very promptly otherwise they would not
get it. It has quite an eVect when you go through
it, it really does.Chairman

(Mr Liversidge) I used to go to St Louis where362. I saw you brandishing it earlier on. the Ministry of Defence had hanging on the wall all(Mr Liversidge) It is a device which has won a their contract orders and I would walk aroundSmart Award. I brought it along because I was at looking for things that our small company couldthe board meeting yesterday and it was still in my make, and you would find something and youbriefcase. When you have any form of minimal would apply, and one day we got it.invasive surgery you have to have a hole punched
Chairman: We have come to the end of our time,in you. This is a device we have just designed using

so thank you very much indeed for taking time outour Smart Award to punch the hole. It is called a
of your busy lives to come and help us with ourpencil point. When you have minimum invasive
Inquiry. If any of you wish to supplement what yousurgery you get blown up by a gas so there has got

to be a seal. When the point is out, the surgeon have said with further written evidence then please
inserts instruments in order to do the operation. do so, we will be pleased to have it.
The instruments have diVerent diameters and, each
time you change diameter, you have to take the top
oV, so you can imagine the ordeal for the surgeon.
What our young engineers have designed is a
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Supplementary memorandum by Mr Peter Wren-Hilton, Chairman of HB Internet

I am writing to follow up two issues that may be of interest to the Sub-Committee in pursuing its Inquiry.

SMEs and Public Sector Procurement

During the discussion on 25 March, I pointed out that companies of my size (SME) found it very diYcult
to secure contracts from the UK public sector3. The following day, my company received an invitation to bid
for a Local Authority Intranet contract in London. The scope was well within our technical capability—and
not nearly as complex as the United Nations Secretariat Global Intranet account we had recently completed,
within time and within budget.

However, the bid document included a requirement of a minimum turnover in each of the last two years
that eVectively excluded all but the largest SMEs (including my own company) from the bidding process.
Procurement departments in the public sector frequently use this turnover criterion. It excludes most SMEs
from the bidding process and, without such work, many simply will not obtain the income necessary to
innovate and develop their business.

The turnover criterion also fails to recognise that, in the field of IT development, many of the smallest firms
are the most innovative. Their size enables them to move most quickly to develop and embrace new
technology. They do not have the overhead and bureaucracy associated with larger companies. The fact that
they can oVer highly competitive solutions and prices is, however, irrelevant if they cannot tender in the first
place. To say it is frustrating for companies such as my own, is putting it mildly.

In the meantime, we are developing the United Nations Secretariat Global Extranet as well as the United
Nations African portal using our own solutions and our own applications. It is regrettable that we cannot
oVer these services to much of the UK public sector because current procurement policy discriminates against
us and many others on the basis of turnover—ignoring the ability or skills to do the job.

STPI—Bangalore

It might help the Sub-Committee if I fleshed out a little my brief description4. of my experience of owning
an IT software company in Bangalore, India.

Software Technology Parks of India (STPI), Bangalore is a society under the Ministry of Information
Technology, Govt of India. The scheme was formulated and launched back in 1991 to promote and facilitate
software exports from India. OVering new fiscal incentives, state-of-the-art infrastructure and an investor
friendly environment, the scheme has contributed to a steep growth in Software Exports.

Today, many of the largest global IT companies are setting up substantial development centres in
Bangalore and the other key Indian IT clusters such as Hyderabad, Chennai and Pune. These include
Microsoft, Oracle and Sun.

They are benefiting not only from a low cost environment but also, and equally important, from a very
supportive business environment fostered by individual state legislatures. The key to this success is, in my
opinion, the long-term planning that lies at the heart of both the Indian national and the state focus on this
vertical sector. It is a lesson that can be learnt in the UK. Government, and RDAs could and should work
more closely to develop particular vertical sector clusters in appropriate regions. And the planning should be
long-term to foster the global reputation that is required to develop a truly outstanding innovative base.

Further details and insight as to how the Bangalore IT cluster is continuing to attract more inward
investment may be found on www.bangalore.com.

The Sub-Committee might also note the name of the state ministry responsible for implementing the
strategy—The Department of IT and Biotechnology. The name indicates the next long-term science-base they
are looking to develop within the state.

April 2003

3 See Q 345.
4 See Q 332.
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Annex 1

Memorandum by Enterprise Ireland

Enterprise Ireland (EI) is a Government organisation, established in 1998 by merger of a number of
organisations, to foster the growth of indigenous industry in Ireland. Its sister body, The Industrial
Development Agency, is charged with the promotion of the country as a destination for foreign direct
investment.

The mission of EI is:
“to accelerate Ireland’s national and regional development by working with Irish companies to
develop and compete so that they can grow in world markets”.

In carrying out this mission, EI takes a holistic view of the developmental needs of clients, bringing together
a range of responses in an agreed business plan. These responses can include investment funding; grant
support and a range of networks and soft supports. EI has 35 overseas oYces, seven regional oYces and a
budget of ƒ250 million per year.

Overall Strategy for Regional Enterprise

EI has a mandate to contribute towards the achievement of balanced regional economic development. The
backdrop against which this challenge is being addressed is clear:

— Despite national economic success in recent years, imbalances remain at regional level and a wider
dispersal of economic activity is desirable.

— Losses in traditional sectors of industry that have been shared throughout the country have not been
equally oVset on a regional basis by growth in technology-based sectors.

— The bulk of new company formation, especially among those companies with the greatest potential
for growth, has been in Dublin and the larger cities.

— The gap in economic performance between Dublin / other major cities and the regions will continue
to widen unless corrective action is taken.

Enterprise Ireland—Vision, Role and Approach

EI operates regional oYces throughout seven regions. The Agenda 2000 Agreement concluded between
Ireland and the European Union resulted in the designation of two regions in Ireland for Structural Funds
purposes:

— the Border, Midland and Western (BMW) Region which has obtained Objective 1 Status for
Structural Funds until 2006; and

— the Southern and Eastern Region (S&E) which will qualify for a six year phasing out regime for
Structural Funds up to the end to 2005.

EI’s regional approach is laid out within the framework of these two regions. However, because of its
strategic importance in the business development context, Dublin is treated separately as a stand-alone
region.

The vision is the creation of an environment for business regionally in which competitive capability is
developed and sustained within companies, high growth start-up business is encouraged, and innovation
flourishes.

The role is to work with other regional players and with the third-level sector of education, to improve the
business climate at regional level for our clients, and to influence the conditions in which organic growth in
each region is established and sustained.
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The approach gives expression to the vision and role and is founded on four distinct pillars:

Pillar 1: Developing and sustaining existing businesses in each region. This would cover the holistic
approach mentioned above, identifying development challenges for the firm and agreeing a package of
supports to help them achieve agreed targets.

Pillar 2: Enhancing the environment for business in each region. This relates to the EI role in helping
regional infrastructure, roads, power, broadband etc., and also captures the partnerships with Third Level
institutions.

Pillar 3: Identifying and encouraging new start-up companies with strong growth potential. As the
industrial base within regions is small, there is distinct value in supporting the establishment and growth of
new firms with potential for growth in the region.

Pillar 4: Identifying new opportunities for economic development in the regions, including investments by
expansion-minded Dublin-based companies. Firms in Dublin that are interested in growing have been
prepared to move back oYce and other functions to regional locations and this has created significant
employment opportunities.

Role of Science, Technology and Innovation

Ireland needs a strong, vibrant, locally controlled business sector with the commitment and capability to
work in an increasingly challenging global environment. Locally controlled industry is important because:

— It generates a self-sustaining cycle of growth and reinvestment with the full set of corporate and
entrepreneurial competencies located in Ireland, and industry profits are more likely to be re-
invested within existing businesses or new start-ups.

— It forms part of a balanced portfolio of economic activity that provides insurance against
technology, sector, or market-specific shocks.

— It generally operates a wide range of business functions in Ireland and provides opportunities for
employee advancement and for the development of world-class locally-owned companies.

— It is more likely to create higher-value jobs locally, which contribute significantly to regional
economies.

Clearly, there is a challenging task in helping locally controlled industry to make an even stronger
contribution to the economy.

Many regions in Ireland have never experienced significant industrial development and consequently a
strong industrial base has never existed. Small clusters of companies do occur, although the competitive
pressures on them are significant, not only because they suVer all the disadvantages of regional location, lack
of access to staV, infrastructure deficits etc., but they also operate in an extremely open economy. Like all
firms in Ireland, they are presented with the need to export very early in their growth cycle, as the home market
is so small.

Addressing these issues is not easy, but the use of new technology and access to skilled staV can make a
very substantial diVerence. Work has been underway in Ireland in using the Universities and Institutes of
Technology as regionally based resources for industry. The Institutes of Technology were established
primarily to train young people to certificate / diploma level, with an eye to gaining employment in the many
multinationals set up in the last 40 years. A number of barriers have been identified and supportive measures
put in place on the following basis:

— Infrastructure.

— Networking.

— Research and a Common Agenda.

Infrastructure is required to act as a central contact point for interaction between the Third Level sector
and industry. EI has supported incubator and applied research space in 11 Institutes of Technology
throughout Ireland. These centres are intended to nurture spin oVs from the research environment as well as
act as a host to small firms coming to the region and using the resources in the college. Grant support is made
available for the construction of the building and for the management (for two years), although the college
is expected to raise money locally towards these costs and take long term ownership of the facility.

An activity to encourage entrepreneurs to come into the region to develop their business ideas has proved
successful. The college provide hot desk, mentoring, research support, library facilities etc., while EI provides
support towards salary costs of the promoter. Since 1988 nearly 200 promoters have been supported, creating
40 firms with very strong potential for growth. Experience suggests that having developed their business
concept in the region, they subsequently remain to take it further.

Funding is also available through the Commercialisation Fund aimed at bringing ideas emerging from
research through to commercial reality. Three phases, from proof of concept, through technology
development and business planning provide a smooth and coherent system of supports. Researchers who
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wish to carry this development through a campus company route move to the business development part of
EI. Many prefer to return to their research careers and in this case EI and the college authorities work together
to find suitable industrial partners to license the technology.

Networking between colleges has also been valuable. In this approach it has been recognised that a small
University or Institute can never provide the depth of expertise across a wide spectrum of technologies,
compared to larger scale institutions. By networking these smaller facilities together it has been possible to
create a management resource aimed at delivering appropriate responses to industry problems where they are
required. The eVort here has been on delivery rather than investing heavily in capability, although it has been
recognised that investment is nevertheless justified.

Research and the Common Agenda refers to the longer-term relationship between the colleges and EI. The
common agenda is being developed whereby the two entities set out a common agenda, meeting common
needs and aspirations. EI is able to provide funding, networks, advice, contact with the industrial base etc.,
the college can take a strategic decision to direct its resources to those areas which can have a regional payback
in terms of spin oV companies, appropriate technology facilities and so on. This process of dialogue is in train,
but one immediate output is an initiative to support research development in key areas.

Because many of the colleges based in the regions are small, they are not in a position to compete nationally
for the type of research funding made available by research councils in Ireland. Because they cannot build
up a research capability, an expectation that they can then spin oV significant technology is ill founded.
Equally, it is not possible to simply provide research funding without some element of competitive tendering.
A new approach is being taken whereby these colleges may compete among themselves for support to
establish a new research team, centred on expertise brought in from outside for that purpose. In many cases
this will be from the UK or the US. The research group will have an applied focus, rather than an aim of
building a world-class basic research group. EI would work with the group to encourage commercial
applications, connections to the local business environment etc.

Measures

The following are the major indicators used. The performance indicators that are used to measure the
eVectiveness and added value of Enterprise Ireland being involved are still being developed (see below). The
whole area of metrics is one that is fraught with overlap and diYculty.

Input:

— Funding provided.

— Number of Contracts agreed.

— Number of Incubators supported.

— Number of new researchers supported.

Output:

— Number of entrepreneurs in incubators.

— Number of researchers trained.

— Number of research contracts successfully completed for industry.

— Number of patents, licences, technology transfer events.

— Major contracts undertaken for industry.

Impact:

— Sales of firms associated with incubators.

— Employment in firms associated with incubators.

— Researchers trained finding employment in industry.

— Sales and exports from products licensed.

— Firms doing R&D for the first time.

EI Performance Indicators:

— Client—buyer meetings (researcher/patent holder with industry partner or Researcher and VC).

— Technology transfer events—seminars on commercial opportunities.

— Cycle time from grant application to approval.

We also conduct customer satisfaction surveys from time to time.

March 2003
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Annex 2

Enterprise Ireland End of Year Statement 2002

2 January, 2003— Enterprise Ireland Press Release1

— DiYcult international market conditions.

— Exports increase by 2 per cent.

— 12,300 new jobs created.

— 4,000 net jobs lost.

— Continued investment in R&D and overseas marketing.

In its end of year statement for 2002 published today, Thursday 2 January, Enterprise Ireland reported that
exports by Irish businesses increased by an estimated 2 per cent to about ƒ11.8 billion, productivity increased
by 5 per cent and 12,300 new jobs were created (including contract and part time employment). However
when set against job losses of 16,338 in the year the net decline in employment is just over 4,000—the first net
decline in almost 10 years. At mid-term 2002 Enterprise Ireland forecast that notwithstanding a strong level
of new job creation a net decline in employment was likely to occur.

2002 Performance:

— 50 new start-ups with strong exporting strategies—including companies in software,
telecommunications, electronics and food.

— 120 major investment projects involving a total investment of ƒ250 million—including investment
in training, R & D and capital.

— Increased R & D investment—including approvals amounting to ƒ26 million under the Research,
Technology and Innovation Competitive fund, leveraging an additional ƒ35 million in investment
in R & D.

— Strong commitment to export development—evidenced by the participation of 206 clients in 31
Trade Fairs, 606 clients in 22 inward missions and 340 clients in 34 outward missions.

International market conditions during 2002 were extremely diYcult, particularly in technology markets,
with seriously extended lead times on contract finalisations and international customers demanding ever-
shorter returns on investments. Notwithstanding this Enterprise Ireland clients continue to compete
aggressively for business in international markets and are investing more resources in research and
development and export market penetration. This intensive eVort by our clients has created in the region of
12,300 jobs in Ireland.

In relation to job losses in 2002, 25 per cent are related to closures of approximately 100 companies out of
a total Enterprise Ireland client base of more than 3,000 companies. The balance of 75 per cent of the losses
were recorded through contractions in businesses that have continued to operate. This contraction in
employment was due to two factors:

— Competitiveness in international markets.

— Contraction in market growth.

In 2003 we will introduce new measures to address competitiveness issues and improvements in market
conditions over time will create opportunities to recover the jobs lost.

Dan Flinter, Chief Executive OYcer, Enterprise Ireland said: “2002 has been the most diYcult year for
Irish companies in the last 10 years and trading conditions in our key markets will continue to represent a
serious challenge. The focus for Enterprise Ireland in the coming 12 months is on actions that will deliver
immediate benefits to our clients in diYcult trading conditions ie opportunities to secure export sales.

In 2003 we expect a higher level of enterprise activity:

— The pipeline for new start-ups has strengthened during the second half of 2002 partly as a result of
intensive eVorts by Enterprise Ireland in actively promoting and supporting entrepreneurial
activity. We anticipate that Enterprise Ireland will invest in, and actively support, at least 60 new
start-ups with significant export growth potential in 2003, up 20 per cent on 2002. The software
sector will continue to perform strongly and for the first time we will see significant start-up projects
in biotechnology, photonics, medical devices and functional foods.

— Enterprise Ireland expects to directly support financially at least 120 businesses to implement major
expansions.

— The primary focus of our overseas oYces is to get access for Irish companies to buyers and in 2003
they will deliver through a range of firm specific actions as well as: 60 marketing trade events; 66

1 From http://www.enterprise-ireland.com/newsworld.asp?action%showarticle&lid%387
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outward missions; 40 inward missions including bringing at least 500 key buyers into Ireland. The
outcomes of these actions should result in the conclusion of 500 sales contracts, which will form the
basis for growth in exporting in the coming year.

Enterprise Ireland’s medium term strategy continues to focus more of its financial resources towards
supporting applied research in Irish Universities. The Government in the 2003 budget reflects this focus in
positive support by increasing the funding allocation to innovation and research and development. The
challenge for us now is, in partnership with the key research funding agencies, to ensure that the processes are
in place to maximise the commercialisation opportunities arising from the major increase in publicly funded
research. In 2003 Enterprise Ireland will convert previous Third Level investments into:

— 20 significant transfers of technology from the Colleges into companies including the establishment
of campus companies.

In relation to physical infrastructure to support enterprise the investment commitments made by
Enterprise Ireland in 2002 will see the commencement of the planning and construction phases of:

— 15 incubators in the Institutes of Technology and Universities.

— Community enterprise centres in 23 locations throughout the country in addition to the 82 already
in place. Enterprise Ireland plans to commit funds to a further tranche of community enterprise
centres in 2003.

— Web works or highly wired incubation units in Galway, Cork, Waterford and Sligo.

— Four mini incubators (wet lab space) in conjunction with the Universities and Teaching Hospitals.

Our commitment to the venture capital sector in 2002 of ƒ95 million will be converted into an increased
flow of venture capital focussed on start-ups, new sectors and regions during 2003. And we will continue to
support the expansion and vibrancy of the venture capital market focussing on early stage funding.

“The key to the future growth and prosperity of the indigenous business sector is the increasing capacity
of Irish companies to win sales in export markets. Enterprise Ireland for its part is totally committed to the
full utilisation of all of its resources to the achievement of that goal. We continue to refine and direct resources
in a cost eVective manner in providing solutions to meet client needs. The cost per job created and sustained
is a key measure of eVectiveness and value for money. In the period 1994-2001 the real cost per job has fallen
by 40 per cent. We continue to work actively at improving the cost base of the organisation and have reduced
our personnel count by 10 per cent. Despite the diYcult global economic conditions if our companies can
maintain and increase their export driven momentum we will see a recovery, in some measure, of jobs.” Dan
Flinter concluded.

April 2003

Examination of Witnesses

Dr Martin Lyes, Divisional Manager of Science and Innovation, Enterprise Ireland, examined.

A. Thank you for your kind comments, my LordChairman
Chairman. I suppose I might say a few words about

366. Good afternoon, Dr Lyes. Thank you very the Irish economy and the growth of the Irish
much for coming, at such short notice, to help us with economy, your comment around science and
our inquiry. Would you please begin by introducing technology and its importance in the economy. I
yourself for the record? think it is important to remember that Ireland has a

(Dr Lyes) My name is Martin Lyes. I am the bi-modal economic structure. It has a very large and
Divisional Manager for Science and Innovation in successful multinational presence driven by
Enterprise Ireland which is an Irish industrial significant eVort in the sixties and seventies to bring
development organisation. in particularly multinationals from America. They

continue to provide significant employment and
367. As you know, we are inquiring into the role of much of their manufacture is high-technology based.

RDAs in England in promoting science and There is also an indigenous industry base, which has
engineering and technology innovations. We have areas which have been suVering in recent years, these
had lots of information that you are doing it the right are the traditional areas that one would expect such
way so we want to learn from you what you are as footwear and clothing and so on, but Ireland also
doing. Your helpful memorandum provides a good has a very successful software industry. The issue
start. Now, the Irish economy has seen impressive with the multinational sector is around the fact that
growth in recent years. To what extent do you think the technology for these products has developed
that has been related to the contribution of science, overseas. It has been developed elsewhere and is
engineering and technology and how much do you merely manufactured in Ireland. The issue for the
think that has contributed to this growth or did you indigenous industry base is that in general it tends
have some secret weapon that you have not declared? not to spend very much on R&D and its use of
Do you see science, engineering and technology technology is variable across sectors. The answer to
playing an important role and are there lessons for your question is yes, science and technology is

absolutely critical to the Irish economy goingus? What advice would you have?
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forward. For the multinationals the policy issue is own regional oYces outside these—is by cross-
membership of committees; in other words there is aaround embedding them in the Irish economy, which

is about encouraging them to undertake higher constant dialogue about how that economic model is
used in individual cases, for example, if you areadded value functions in the economy like R&D; and

for indigenous industries it is about getting them to dealing with a company, how you might deal with
them, what mix of grant and equity and so on.do R&D, getting them to be committed to R&D at

sustainable high levels and also to use technology 369. You said two regions. Is that north and south?
eVectively in their manufacture. At a national level A. No. One is Border, Midlands and West, knownthe Government has put in place a new industrial as the BMW region. That takes in Donegal downpolicy instrument called Science Foundation Ireland through the Midlands, which of course is a veryand this, with a commitment of „750 million over the significant agricultural area but not a significantnext few years, is going to be an investment in the industrial area, and the North West, Dundalk, Louthresearch infrastructure in the country. This is a and so on. The South and East would include Kerry,significant move both from the point of view of Wexford, Waterford—and then Dublin is considereddemonstrating Ireland as a country which is a region on its own.comfortable with science and technology and
committed to it but also from the point of view that
Ireland is interested in commercialising research and

Baroness Finlay of LlandaVgetting spin-oVs out of that research investment.
370. I have a small point of clarification over

Science Foundation Ireland. Is this going to be a
grant-giving body or is it going to be promoting

Lord Thomas of Macclesfield scholarships?
A. It is a model which is analogous to the National368. Your helpful briefing note describes an

Science Foundation and it is now funding significantoverall strategy for regional enterprise in Ireland.
research groups within universities. I mentionedHow is that policy determined, what role do the
within my text the Institutes of Technology and,regions themselves play in policy formation, and how
while they have begun to develop a research capacity,is Irish national SET policy reflected in that strategy?
the research capacity at a significant scale is reallyA. We operate a process of National Development
based on the universities. Science FoundationPlans and we are in the mid point of a National
Ireland is funding high quality researchers in theDevelopment Plan which runs from 2000 to 2006.
universities and building groups around them. It isThe objective here is to set national goals that reflect
also focusing quite strongly on bringing in expertiseindustrial policy as well as economic and social
from abroad and particularly ex-patriots who havepolicy. A process was put in place to develop a
left Ireland and gone abroad to develop their careers.regional dimension to that national development
Normally it would be very diYcult to attract suchplan which is very strong and involved the creation
people back and we have also attracted some peopleof two regional assemblies. These bring together not
from the UK. The idea is to develop scale in facilitiesonly the social partners but also local political
and staV, which may then be used either to attractinterests. There is a very direct bottom-up approach
inward investment by joint R&D projects, or toto developing policy at a national level, taking into
develop new enterprises based on the exploitation ofconsideration the particular challenges which are
the research undertaken.placed at regional level. Of course, policy is set by

government departments. My own organisation is
concerned with the implementation of that policy.
We do have two regionally based economic Lord Oxburgh
development agencies, Shannon Development, 371. What is the role of Enterprise Ireland inwhich is particularly focused on Shannon and the relation to national science, engineering andmid west area, and another organisation called technology policy? What has your organisation been
Udaras na Gaeltachta, and that is particularly doing to help achieve the national SET objectives?responsible for areas where Irish is the predominant To what extent do the performance measures relatelanguage and you would, I am sure, see this latter to longer-term outcomes rather than easier toapproach in Wales and Scotland as well. The measure but perhaps less relevant short-termeconomic models they use, the economic activity they processes?pursue, are in essence set down. They may be A. This is a diYcult question. How do we do it? Iconsidered as Enterprise Ireland’s agents in the mentioned earlier that we have a process of Nationalparticular region. The economic model and the Development Plans and I was involved in discussingactivities that we undertake, are agreed as a dialogue the R&D aspects of that Plan.between Enterprise Ireland and the Department of

372. How long ago was that?Enterprise, Trade and Employment our parent
department. That is then reflected in the regions. The A. The discussions were started in 1998 and there

was a continuing dialogue into 1999 and the earlydetailed conditions may change depending on state
aid regulations, and the diVerent economic part of 2000. That was a process of discussion with

the Department of Enterprise around key economiccircumstances faced by diVerent regions, but the
prime model remains the same and that is how it is policy approaches. The term that was used in these

discussions was a transition to a knowledgerolled out. The interaction between Enterprise
Ireland and these other regionally based economy. For example, the industrial wage in

Ireland is around „27,000 a year and the questionorganisations – and I should say that we do have our
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that was posed was how do we make that „35,000 or had to follow the rules, and that is very true. In terms
of long term monitoring, this is one of the aspects of„37,000 a year? You cannot achieve that by being a

low cost economy. Like most people we are seeing science and technology. It is a long term investment.
I have a Chairman who has a favourite expression:movement of manufacturing capacity and

investment to central and eastern Europe and from “What gets measured gets done”. Enterprise Ireland
started significantly funding applied research in thethere to China and from China to Africa. Clearly

Ireland has to get involved in higher added value year 2000 and earlier this year the board of
Enterprise Ireland was presented with the draftactivities. The answer to your question is that it is a

dialogue during that process and we set out a number corporate plan for 2003 and they said, “Yes, that is
very good but we now want performance indicatorsof indicators of success. There is an overall interest by

the Department of Enterprise for us to measure on your funding of applied research because you
started doing this in 2000 so you should be getting theourselves as an organisation in terms of sales, exports

and employment. The way that we do it is that as an benefits now”. That is where this discussion started in
terms of how one spends one’s time. As I say, that isimplementing agency, we are given indicators to meet
a piece of work in progress.associated with our activities, for example the

number of new start ups we support, investments in
growing firms etc, and we report on progress. We
were also required to set out indicators to seek to

Lord Lewis of Newnhammeasure how eVective we are as an organisation,
what added value we bring. That has been very much 374. I would like to turn to your university-
more complicated and more diYcult a task to do. In business interactions. In the first instance what
my experience the process of trying to come up with contributions do Irish universities make to
those indicators is 90 per cent of the benefit because innovation and what formal or informal links are
it challenges you to think what exactly you are trying there between higher education institutions and the
to achieve. We have decided that we have two business community in Ireland? I am sensitive to the
resources, we bring money and we bring time. With fact that you did tell us in your introduction that of
regard to money, clearly you can see if you are going course you have introduced a very large section of
to invest in an incubator then it is clear and you know your business which is outside Ireland; you have got

multinationals. One of the things that I wonder ishow much you have spent. You can also see how
that if you indeed were to develop strong interactionseVective you are in terms of the cycling time for the
between your universities and these companies anygrant through the organisation, for example. The
product that comes out of it could well end upmore diYcult thing is how do you spend your time.
outside without necessarily benefiting the IrishWe have been trying to put in place in the last six
economy. How do you allow for that? In your verymonths indicators around how we spend our time.
interesting paper you do refer to another type ofWe are using as a proxy, the notion of client/buyer
interaction which is between colleges in the regioninteraction. Enterprise Ireland does more than just
which you say are too small to get going on their ownits science and technology activities. We deal with a
research but you have started to get them to interactclient base of 3,500 to 4,000 firms. We work with
with other groups. You specify the UK and the US.them to define business plans and we co-invest in
Could you give us an indication of how that worksthose companies, so we take equity and provide
out and what benefits you receive and how far thosegrants and so on. The term client/buyer is a measure
benefits could also drain back out of the system?of how we try to help our clients to get in front of

A. If I may take the first part of your questionbuyers to make sales. We are attempting to create a
about the eVectiveness of the interaction betweenparallel indicator on the science and technology side
universities. Universities have undergone ain terms of our work with technology intermediaries,
significant sea change over the last five years. Thatpeople who might license technology and so on. The
has been driven by the Department of Education andsetting of indicators is a process which goes on.
Science in Ireland providing for the first time very

373. Is not one of the problems that some of the significant money for research funding. It continues
things that you could measure today actually reflect to provide block grants but in 1998 it decided that it
things that you have done four or five years ago, or had the resources and that it was going to invest
indeed earlier, and the long term consequences of significantly in the research infrastructure. It took the
what you are doing today will not be known for some approach that a university must specify the areas of
time? Are there plans to maintain long term science that it strategically thinks to be important
monitoring on a range of quantifiable matters? and it must specify how it goes through the process

A. Yes. We have to report at a number of diVerent of deciding what those areas are. I sat on the panel
levels. We have to report to our Department of which reviewed proposals in that first year and some
Finance, we have to report to the European universities said, “Our priority is young people, so we
Commission because many of these activities are co- want money for research infrastructure across a
financed by Brussels. We have to report to our Board range of sciences”, and they failed; they did not get
and we have to report also to an Executive any money at all. Some colleges said, “We are really
Committee. These reports are done on a monthly good in biotechnology and we want to build a
through quarterly through yearly basis. I was told significant capability in biotechnology”, and they
once by a Commission oYcial that if I wanted to put were successful. That approach drove a strategic
my hand in my pocket and pull my own money out I planning function within the universities which has
could do what I liked with it but if I wanted to put my led them to a much clearer idea of their role in the

socio-economic fabric of the country.hand into his pocket and take his money out then I
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375. May I confess that I was on the committee Lord Methuen
that was involved in that. 377. To what degree do you liaise with the

Education Department to make sure that pupils getA. Then you would have seen this in action.
the right education and that teachers have the right
training to provide the people you need for your
universities and spin-outs and what-have-you?

376. Very much so. A. In terms of our core business we are interested
in commercialising research. We see the support forA. It has actually made a sea change in the way
basic research to be absolutely critical to that but weuniversities do their business. As a State organisation
do not see it as our business. Equally we see the rolewe have a common agenda with the Universities to
of the education system in creating skilled individualssee technology spun out, particularly in terms of new
for our companies as being critical but not directlystart-ups based on technology. The question that you our business. We would speak in favour ofask about return to the economy is a very tough one, investment in these areas but we would not see it asbecause clearly Ireland is a small economy. It has our business to fund or manage such actions. We are

four million people and a small, relatively under- involved on various committees with the Department
developed industrial base. How do we invest in of Education. We feed into curriculum discussions
science and technology without seeing the benefits and so on but we neither fund them nor speak in a
leak away overseas? That is a question which I shall national sense for that agenda. That is strictly the
be considering during the course of this year. Part of role and responsibility of the Department of
the answer is trying to embody that technology in Education, although Enterprise Ireland has publicly
start up companies rather than licence deals. Here I stated its concerns over the numbers of high
see a diVerence in the approach of some of the technology graduates being produced.
universities to my own organisation. I want to see a
return to the economy. They are interested in that but
they are also interested in the returns themselves and Lord Young of GraVham
that can be a diYculty. That dialogue is going on. I

378. If I could come back to the Institutes ofspent some time this morning with the British
Technology which I take it are analogous to the skillTechnology Group to see if there are partnerships
centres of Leicester, Birmingham and so on, the greatand alliances which can be developed there. In terms
problem we had there was to make sure that theyof the future, I see that very significantly progress can
were training for today and tomorrow and not forbe made. As an industrial development organisation,
yesterday because we were, as it happened, turningEnterprise Ireland is very interested, for example, in
out people who were not able to keep employed.developing a cluster of 15 or 20 photonics companies
What steps are you taking to overcome thatin Ireland. Photonics is device-driven and I do not see
problem? How are you keeping pace with the currentany reason why we cannot make these devices in
demand and indeed, looking forward, the futureIreland, and I think there are very real opportunities.
demand? Do you see Enterprise Ireland itselfThe only way we can do that is either by coaxing, for
involved in that? Is there any linkage between theexample, Lucent to set up a big research laboratory institutes and business in Ireland and indeed higherin Ireland or by spinning companies out of the education institutes?research base. How do we do that in a regional A. As I mentioned earlier, the issue of skills is onecontext? We have to take special measures to do that that we feel has been extremely important for our

because with these technology based firms the client companies. It is not a discussion that we get
experience is that they tend to remain close to the directly involved in unless we are asked for a view, in
base of research from which they emerged. We do which case we would perhaps survey our client
have universities in the less developed regions in companies. The only time when we become directly
Ireland and we are trying to take some action to work involved in the provision of training courses is where
much more closely with them. We have already had we see a specific need in a regional dimension. For
a couple of spin-outs from University College, Cork, example, in Cork in the south of the country there is
for example, which is very pleasing to see, and they a reasonably large software cluster and there was a
have attracted very significant venture capital even in very clear articulated desire for marketing and sales
the diYcult economic situation we are facing. That is aspects, particularly related to software. At that
one aspect of it. The second aspect is the networking stage we intervened with the local colleges, including
which you talked about. That is specifically around the Institute of Technology in the region, and
the Institutes of Technology, these smaller colleges organised courses. We took a much more proactive
which have less of a research base, less of a history of stance in that case. In general we would not feed in.
research. There we have been supporting That would be a Department of Education

responsibility.management expertise which is concerned with the
delivery of technology so that if a company has a
particular problem on food technology in Donegal,
for example, the local Institute of Technology may Lord Methuen
not be able to help them but they should be able to

379. What sources of SET advice are available towork with colleges in Cork to deliver that expertise as
Enterprise Ireland? Do you have formal or informaleYciently as possible. I see that as again a longer term
consultation mechanisms? How many scientifically-activity but one which is beginning to bear fruit.
qualified staV do you have?
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A. In terms of SET advice there is a fairly constant its operation. The idea of the Commercialisation
Fund I suppose is a single branding for a number ofinteraction with the academic community. We have

formal structures. We have a Research Board which diVerent activities and is broken into three parts. It is
broken into a proof of concept phase and the ideais a sub-committee of the Enterprise Ireland Board,

and that has academic and industry people on it. here is to give „50,000–„70,000 over about a year to
try and help a researcher to test an idea, to prove thatMost of the boards have academic involvement but

the research board would particularly be involved in concept: does it work?, is it rigorous?,—to try and get
some sense of the market, what is the intellectualapproving grants around applied research and the

commercialisation of research, so we would have property frame around that? That phase is open all
the time and we close it for review about three timesvery strong feedback at that stage. There is also a

body called the Conference of Heads of Irish a year. That is meant to be a reasonably flexible fund.
Following that is a technology development phaseUniversities which is a central organisation for the

universities in Ireland to act in areas of common which is around „350,000–„400,000 and which is
concerned with taking the technology to a pointinterest, and we would have formal committees with

that body at various levels. I have found the where you can license it, you can protect it in some
sense. Again, although it is technology developmentacademic community is not slow to make its views

known to me if any particular issues turn up. The there is a strand running through the work that is
about market assessment and about a clarity onother thing I should say is that we have a structure in

Ireland under the Department of Enterprise where whether you need to bundle with other technologies,
what sort of patent environments you are working inthere is a single body which is responsible for

industrial policy called Forfas, and there are a and so on. There is a third part of the scheme which
is around business planning and if the approach is tonumber of agencies allied with this organisation—

ourselves, the Industrial Development Authority and exploit that work in a campus company or in some
venture then there is support of „15,000–„20,000 tothe Industrial Training Authority. We are all

employees of this single body. Forfas as an help business planning, trying to draw up a business
plan, trying to find a team, trying to put moneyoverarching umbrella body would assist the

Government in devising policy and as part of that together, talking to venture capitalists and so on. The
vision we have at the back of this approach is a bitprocess we would be involved in a dialogue with

them, so at a national level we are involved with like the travelator in Heathrow Airport, that a
researcher in the public sector can set out on thisscience and technology as it relates to industrial

development. In terms of the qualified staV, as an travelator with an idea and they can go some distance
and if they decide that they have taken it so far, itorganisation we would have, I guess, between 150

and 200 people with graduate qualifications and works, it is a nice piece of technology but really they
are, for example, a lecturer in physics and they dopost-graduate qualifications in science and

technology. In my own area I have about 45 staV of not want to take it any further, fine: they can get oV

the travelator and Enterprise Ireland can take theirwhom half would be graduates in science and
technology and of those half would have PhDs, so we idea forward. If they want to stay on and do a

technology development phase, and if they want towould have a significant level of experience across a
range of technologies. go all the way through and develop a company with

our support, fine, we have ways to provide
continuing support. I think we want to couch our
interaction with researchers in the sense that there is

Lord Freeman nothing wrong with getting on the travelator and
then getting oV it. That Fund came into existence380. My questions concern the Commercialisation
about a month and a half ago. In terms of experience,Fund which is helpfully referred to in the note which
and I suppose I can only look at experience ofyou sent earlier and I have two questions concerning
running diVerent parts of this branded fund, it is verythat fund. How does it work, what is its size and what
diYcult to get academics to stick to the idea ofproblems have you encountered and what lessons
creating a business. They enjoy doing research andhave you learned that this Committee might use for
that is understandable. They enjoy taking the ideaits own report?
forward and thinking about commercial applicationsA. The Commercialisation Fund which was
but they do not necessarily have the skills orlaunched relatively recently brings together a number
commitment in the long term to bring the matter toof research funds. Over the last few years since
a commercial conclusion and that is where myEnterprise Ireland was established I have been
analogy of the travelator comes in. In terms ofinvolved in closing down and amalgamating
funding, the Commercialisation Fund commitsprogrammes. If I can digress for a second, in previous
about „20–„25 million a year.organisations an approach was taken which said,

“Here is a problem. The State ought to intervene.
Here is a programme and let us push this programme
on an unwilling world”. We are trying to take a much Lord Methuen
more holistic view now. For example, I have closed

381. How do you handle the IPR situation?down or transferred programmes that were
supporting post-graduate scholarships to diVerent A. With great delicacy. We have been in

negotiation and discussion with the universities overorganisations. For about 20 years we have been
running a basic research action and the Enterprise the last three years on this issue. The general

approach is that the universities own the intellectualIreland Board said that this is not core to the business
and this year I have transferred the responsibility for property and that it is their responsibility, in
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partnership with ourselves, to see that IP exploited. A. Yes, although I would not like to use the term
“written oV”. It is a grant. If a company spins oV outWe have what is termed “march in” rights. If they do

not exploit the IP within a specified period of time we of a piece of technology and they have the capacity
to grow and develop in an Irish context, in an Irishcan go in and, if you like, take responsibility for the

exploitation of the technology. We do have an option economy, then we would not choose to activate that
five per cent option clause. Normally in thoseto purchase equity in a spin-oV company.

Universities traditionally take a percentage of the situations, because we are the only organisation in
Ireland responsible for industry development forequity, up to 15 per cent, of any spin-oV company

and that is to signify the investment they have made indigenous industry, they will come to us looking for
investment anyway and we have investmentin terms of people’s time and overheads and so on.

We went through a process of deciding about packages. At that stage they are a company and they
are dealing with us as a company with all of the statewhether we as an organisation would take free equity

and we decided that we would never take free equity aids regulations and all of the financial products
associated with it, and there we would agreein a company. I suppose our view was that if a

company gets formed we want to see it grow and that milestones over a period of time, two years, say. We
is the success for Enterprise Ireland rather than the would make an investment in that company usually
financial return. We do have a clause in our research alongside other investors, we would never invest on
contracts that if a company is formed out of our own, and we would seek to help them to get
technology that we have sponsored we have the venture capital and we would put in a significant
option to take a small percentage of the equity of that amount of money, some hundreds of thousands of
company for a nominal cost. That begins to answer euros, depending on the deal. For that we would
the question about return to the economy. If a usually take preference shares and they are usually
campus company is created and then rapidly sells the redeemable preference shares. Sometimes we would
technology overseas there is no return to the take convertible preference shares and at some stage
economy. An individual gets wealthy but that is all. in the future then convert those to ordinary equity.
In those situations we can at nominal cost take five The policy on support for companies has been
per cent of that company so that we will participate moving away from grants. We typically use a
in the benefits from that capital gain. In general, mixture of preference shares and grants so that if the
however, what we are trying to do in a dialogue with company is successful we get our money back. If it is
the universities is to build up their skills and not successful we lose our money. In that sense we are
capability in technology transfer to identify the paralleling a bank but we are still trying to operate as
research results coming out, to identify technologies an industrial development organisation. For us the
which are commercial, to get some sense of the value break point is around incorporation. What happens
of them and how they can be protected. We have is that before incorporation they talk to my side of
certainly made a corporate view which I think is the organisation. After incorporation they are passed
going to become a state-wide view from the point of over to my colleagues who deal directly with
view of Research Councils that universities will own companies. There are three Directorates within
the IP. Enterprise Ireland which are sector based. They are

based on industry sector and market sector, so they
are Food and the UK, Industrial Products and

Lord Wade of Chorlton Europe, and Software and America and Asia. As
soon as they are passed over they get a company382. Can I delve a little bit deeper into that aspect
number, they are assigned a development adviser toyou were just talking about? You have explained
work with them, there is a business process, they fallsome of the points that have concerned me, but when

you make that initial funding for the concept stage, is into the investment processes that we have in train
that a grant and is that money given no matter what for companies.
happens?

385. When you are involved in the development ofA. Yes, that is a grant.
these businesses what is the availability of business

383. At what stage then might you take an equity talent because clearly the first person is very often a
stake? At the next stage of investment or the third technologist who has developed a good idea? Do you
stage of investment and, if that is an equity stake, have a good source in Ireland of the people who are
what action do you take to ensure that that equity going to be the marketing directors, the operational
stake is realised satisfactorily? In other words, how directors and so on, of these growing companies?
do you deal with the follow-on investment that will A. In my experience no-one anywhere has a good
be necessary? source of people like that. There are people available

A. We have to distinguish between what is a grant, who are interested in if you like not getting too far
which is in the academic research environment, and away from the “company maternity ward”, who are
what is an investment. All of those stages of the interested in taking a company through those first
Commercialisation Fund are grants. They are the couple of painful years when they are trying to grow
subject of a contract between ourselves and the or establish sales and so on, and we also have a new
university and they are a grant, which is why we tend phenomenon for us, serial entrepreneurs, who have
not to take free equity because either you are giving developed companies, sold out, have a significant
a grant or you are investing and to switch from one amount of money, now have time and who are
side to the other is diYcult. interested in acting as mentors and are interested

through a business network in bringing those skills to384. That money is written oV so far as you are
concerned? bear. It is very diYcult to formalise that as a process
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because you are dealing with human beings. The best state aid regulations so that if a case arose where we
wanted to give extra money there was still a ceiling inwe can do is to try and encourage a researcher to

understand that they are good at research but not eVect. For me there are two issues. The state aid
regulations are a fact of life. They are relatively easynecessarily good at business. It tends to be a bit of an

informal activity. for us to control because we are the only organisation
in Ireland which is giving money to companies, so if
you want to know how much is given to a particular

Chairman company, ABC Limited, we can tell you and we can
keep tabs on that, we can make sure that there is no386. You mentioned earlier EU funding. We have
double funding, there is no overlap of funding orhad comments from some witnesses that the
there is no aggregation of benefit. From our point ofcomplexity and the delay in securing EU funding
view it is not a diYculty. Where there is more of ameans that it takes too long and it is diYcult. Would
diYculty is in reporting on the spending of moneyyou agree with them that the EU state aid rules are
and that is always an issue around indicators and sounduly inhibiting? What has been your experience
on, but that is a fact of life, I am afraid.because you seem to have made a success out of it?

A. To be fair, I take the state aid regulations as a Chairman: Thank you very much indeed. I repeat
fact of life. When we were developing our business that we are very grateful to you at short notice for
model in terms of how much we would give and for taking the time to come and talk to us. It has been
what, we took state aid regulations into most useful to our inquiry. We have learned a lot.
consideration and we actually set our own
regulations, our own grant-giving levels below the

Examination of Witnesses

Lord Sainsbury of Turville, a Member of the House, Minister for Science, and Dr John Taylor, Director
General of Research Councils, examined.

388. We are coming to the end of our inquiry. InChairman
fact, this will be the last formal session and we will

387. Good afternoon, Minister and Dr Taylor, and concentrate after your evidence on teasing out ourthank you for finding time in your busy schedules to report, so we want to find out from you what wecome and help us. We appreciate it very much. You should be recommending that might help you and theare, of course, well known to us but, for the record, Government in terms of RDAs. What do youwould you please begin by introducing yourselves? yourself see as the distinctive roles of RDAs in not(Lord Sainsbury of Turville) My job is Minister for only developing a science, engineering andScience and Innovation. I am responsible for the technology base but also in exploiting it? What visionResearch Councils and also for innovation within the do you have?DTI. As far as this inquiry is concerned the main area
(Lord Sainsbury of Turville) The best way toof my responsibilities which is interesting to you is

answer your question would be to describe how wethe whole area of knowledge transfer from the
see money going into the science base and the roleresearch base, the various innovation schemes in the
that the RDAs play in that. As far as the money fromDTI which link in particular universities and
the Research Councils is concerned, we see that asindustry, such as Faraday, LINK and the Teaching
supporting excellence in science and we do not thinkCompany Scheme. I have also chaired within the
that that should be done on a geographical basis. TheDTI something called the Cluster Policy Steering
Research Councils have a very clear remit to supportGroup which existed between May 2000 and January
science excellence where it exists. At the same time we2003, and which we set up to encourage RDAs to
think that the RDAs have a role as far as science andlook at high-technology clusters within their regions
its exploitation is concerned because of course theirand to support those. Currently we are looking at the
primary role is to support and encourage economicwhole question of innovation within regions as part
growth and innovation within their regions. If theyof the Innovation Report which we are producing.
decide that as part of that role a certain amount of(Dr Taylor) I am John Taylor, Director General of
their funds should go towards science, we wouldResearch Councils in the OYce of Science and
certainly not stop them but if anything encourageTechnology. My formal job is to advise the Secretary
them to do that, but on the basis that they tensionedof State for Trade and Industry on all aspects of the
the decisions about putting money into the sciencescience budget, so I am responsible for the science
base against other uses of that money to supportbudget, for the now eight (almost) Research
economic growth and innovation. We think that isCouncils, and I chair Research Councils UK, the new
the correct way to take these decisions. In fact, it isumbrella organisation for them. The science budget
interesting that they are now putting not huge sumsincludes research money for universities but also for
but significant sums into supporting the science baseinstitutes, training money and knowledge transfer
where they see that as critical to their plans formoney so I chair the HEIF process for knowledge

transfer on the science budget. economic growth and innovation.
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Lord MethuenLord Lewis of Newnham

392. To what extent are regional needs and389. Can I take this point a little bit further and
aspirations factored into decisions about nationaltalk about this from both top-down and bottom-up
science provision? Looking also at the other side ofapproaches? What does the Government do to help
the coin, are adequate mechanisms in place to resolveRDAs, particularly when it comes to the fact that
the tension between the RDAs’ mission to maximisesome of them have not got a Science Council, to
benefit for their regions and the danger ofunderstand the national SET scheme and in the
fragmenting the national critical mass?reverse direction how far should regional

(Lord Sainsbury of Turville) The answer to thatrequirements of SET influence it nationally? You are
question is that it goes back to our generalright in saying that the Research Councils can do the
philosophy which I have outlined, which is thatnationally based thing but presumably there is a
where we are considering Research Council moneyfeedback which comes from some of the local people
we do it strictly on the basis of excellence. The reasonindicating areas that could be or should be studied
for that is exactly the one that you mentioned, that ifas well.
one starts doing that on a regional basis there is a real(Lord Sainsbury of Turville) We are very keen first
danger of fragmentation and everyone wanting toof all to encourage Science and Industry Councils for
have a world-class department in everything. Weall RDAs. I am glad to say that pretty well all of them
think it should be done on a national basis. We arehave now set up—or have proposals to set up—a
also very much against the idea of having scientificScience Council or an Innovation Council and we
budgets for each RDA for the same reason, and alsowould like to see more like that. If they are going to
it goes against the philosophy that we haveget involved in these decisions, as inevitably they are,
developed, which is to have a single pot of money forbecause I think they are all pulling together industry
economic regeneration for each RDA. Out of that weand the science base at a regional level, they need to
would make the decisions as to how they should usehave high level advice on that, so we think the first
it and we do not have the position which we had atthing is to make certain there is a Science and
the start of the RDAs where there are so many pots,Industry Council. At the same time we are very keen
all of which have money which is allocated forto encourage dialogue between the RDAs and the
specific objectives, but the RDA cannot make aindividual Research Councils where they feel that
decision based on real regional needs.there are any particular projects which they can work

on together. For example, PPARC has worked very 393. The RDAs are very aware of the danger of
closely with the North West Regional Development spreading the whole pot too thinly over very many
Agency on the Merlin Telescope and there was a projects. That is certainly something that has come
recent case in East Anglia where facilities for high up during the inquiry.
level photonics research became available because a (Lord Sainsbury of Turville) The best way to make
company was moving out and the RDA worked certain that they adhere to that is to tension the
together with the EPSRC to take that over as a money they put to science against other regional
facility for the region. These are excellent examples of needs. In that way I think they will be only doing it
the Research Councils and the RDAs working where they can see a real regional advantage.
together and John and I would both encourage that (Dr Taylor) There is a new element of this coming
dialogue taking place. in now which is the consultations with the

universities about the Science Research Investment
390. But this is not on a formal basis; it is on an Fund (SRIF), the infrastructure money where the

informal basis, is it not? universities have allocations of money to spend and
(Lord Sainsbury of Turville) There is of course a there is a dialogue with the Research Councils and

formal mechanism through the fact that we channel the Funding Councils about how they want to spend
the RDAs on a regular basis under Patricia Hewitt’s it. We are encouraging them to talk to each other and
chairmanship at the DTI and I attend those if there to talk to their RDAs and so on about what their
are science subjects there. When it is the more priorities are for spending that SRIF money. I think
detailed projects then I think direct communication that could be a useful way of getting some
with the Director General of Research Councils is discussions going.
probably the right way to go.

(Dr Taylor) We have now started from RC-UK a
process of having at least an annual meeting at top Lord Oxburghlevel between somebody representing all of the

394. Dr Taylor has more or less answered the pointResearch Councils and somebody representing all of
I was going to make, but as soon as the Researchthe RDAs, so the RDAs have now appointed
Council as a central body makes a decision aboutsomeone who happens to be in SEEDA. We had the
something to be done it actually becomes a localfirst meeting of that activity in February this year and
decision because it is going to be done somewherethey are setting up the next one for February 2004.
and it is going to involve people locally. Do you think

391. How frequently do they meet? the machinery for RDAs and Research Councils to
(Dr Taylor) These top level meetings initially are interact is satisfactorily developed at present because

going to be annual but, as Lord Sainsbury says, there one could visualise situations in which an RDA
is a great deal going on particularly where Research might indeed go partners with a Research Council to
Councils have institutes or other laboratories in set up a particular development in a particular area
particular areas and we would not want to interfere provided it met the criteria which Lord Sainsbury has
with that kind of action but we think something at outlined, but it would seem to be a sensible linkage to

be made?the top level is necessary as well.
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(Dr Taylor) I very much agree with what you are basically to reduce the schemes to probably under 20
from something like 150 at the moment. There are asaying. What we have tried not to do is to have an

extremely dense set of machinery where every RDA number of them, as you probably know, which are
extremely successful and we really ought to focus thewill talk to every Research Council about every area

of science because the overhead would be enormous. eVort on those and not let the situation develop
again. As you will know, I think, secretaries of stateAs Lord Sainsbury said, we are looking for each

RDA to really get itself competent in the area of and indeed junior ministers have a great knack of
introducing new schemes and you have to take a veryscience and technology research by setting up some

flavour of a Science and Technology Council. As and rigorous view to stop this proliferation.
when that begins to get a view on where it wants to
focus and where it thinks it should go then the
appropriate part of the Research Council system can Lord Methuen
really get engaged. Sometimes it is about SRIF 397. It might be inadequate to spend only the firstmoney; sometimes it is about collaboration between year abolishing those schemes!institutions; sometimes it is about building strengths (Lord Sainsbury of Turville) In the meantimein particular areas. probably some of them had sat at the same desk

ready to be produced for the next secretary of state.

Lord Lewis of Newnham

395. How far does the university act as a sort of Lord Wade of Chorlton
midwife here in as much as it is recognised by the 398. How do you judge which is a good scheme and
Research Council that this is an area in which they which is a bad scheme?
were (a) interested and (b) may have this local (Lord Sainsbury of Turville) We do appraisals ofcorrelation or connotation associated with it and so these schemes. Also, I believe—and I suppose thisthey then go with this as their brief to the RDAs? comes back from my business career—that it is worthDoes that happen at all? going round and visiting companies and universities

(Dr Taylor) I think there is an element of a cycle in and getting their direct feedback. It is very clear from
this. For example, if you look at the most advanced this that there are some excellent schemes which are
of these councils in the North West, the setting up of working very well. TCS, which is an old scheme,
the NorthWest Science Council was initially continues to be extremely good. Smart Awards is
brokered by the Research Council community in another one where there is almost universal praise for
OST. They then started to get a number of it. The Link Co-operative Scheme is another one
institutions to talk to each other about what their real where by looking at the evidence of a particular
priorities were and out of that emerged dialogue with development by our review teams and one’s own
the RDA about whether the RDA was interested in personal experience come together to say that these
putting in some of its investment. The kinds of things really work.
that the RDA is doing with the Daresbury people in
CCLRC, for example, is a good model for the kinds
of things that come out of that dialogue once it gets Baroness Finlay of LlandaVgoing.

399. It has been clear from the inquiry so far that(Lord Sainsbury of Turville) One of the very good
the interface between demand and supply forreasons for having the Science Councils is that this
scientific engineering and technology is not simple. Ifthen becomes an enormously good forum for Vice
interventions are to be eVective, they ought to beChancellors to meet with senior industrialists within
grounded in a proper understanding of itsthe region and have a dialogue about what each
complexity. What plans does the Government haveuniversity is doing so that in some cases where they
for developing its own and the RDAs’ understandingwould do much better for one university to make it
of its interface as a matter for future policies?a centre of excellence and others not to put so much

(Lord Sainsbury) It is a diYcult question. I am notemphasis on it. That is a good forum for that
certain I have ever seen any very convincingdialogue to take place because the industrialists can
argument which says that if you increase the supplyencourage them to make those rather tough
that automatically, or in a very clear relationship,decisions.
leads to an increase in demand. I think the issue is
more complex than that. As part of the innovation
review2 we are doing some detailed economic work toLord Young of GraVham
look at these kind of relationships, in particular the

396. A number coming to give evidence to the relationship between innovative performance and
Committee and, indeed, others have said there are far which factors that correlates with in the business
too many schemes and agencies aiming to encourage environment as an underpinning piece of research to
innovation. I plead guilty. This has created a the whole report. I think that will give us a better
bureaucratic nightmare and in some cases they end understanding than some of these relationships.
up working against each. Now, would you agree with

400. In terms of having a supply of people in anythat criticism and, if you would, what do you plan to
region with the skills that might be needed for thatdo about it?
region to develop them, I wonder how much the DTI(Lord Sainsbury of Turville) Certainly, I would

agree with the proposition there are far too many
schemes. We have a major review now taking place 2 See also Q 416.
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is working directly with education both at opportunity to encourage knowledge and that has
departmental level and peripherally in terms of in been hugely successful; the figures are extremely
validating new courses and speeding up some of good for the cultural change that has taken place. We
those processes that create inertia to improve the think there is now a big opportunity to get more
supply of skills that might be seen as important for knowledge transferred from the less research-
future developments? intensive universities and we have a very clear view

(Lord Sainsbury of Turville) My own view is there about the diVerent mission that involved. While the
are only two problems here. The first is of the high research-intensive is doing leading-edge research, it is
level of skills in science and engineering, in fact, doing leading-edge teaching, it should also be doing
overall we are extremely well positioned on that. We leading-edge knowledge transfer and that involves
are probably one of the best positioned countries in spin-oV companies based on IPR of research
terms of the number of people who have first degrees breakthroughs and so on. Non-research-intensive
in science and engineering; we probably are the best universities also do all three missions but in a
in the world in this. The problem there is for some of diVerent form. It does excellent teaching, but it is
the regions to keep hold of the graduates they more vocationally oriented. It has to do technology
produce and I think that is quite a major issue. It is development to make certain it keeps up to date, but
one of the reasons where trying to improve the that is more technology acquisition than leading in or
networks between universities and business is very applied research rather than leading-edge research.
important, because where you get good relations The knowledge transfer is much more problem
between universities and business then, of course, solving with SMEs and local businesses rather than
students will go from the university during their the spin-oV company which will become a world
summer holidays to work for a business, then the leader in a particular technology. What we are going
business will oVer them jobs and so on. I think that to do in this round of HEIF, first of all, is bring
is one of the ways you can improve the retention of University Challenge, Science Enterprise and HEIF
undergraduates or graduates. The second issue is the together in one stream in order to simplify the
part of the system where, by international standards, position for universities, but within that we will takewe perform extremely badly and that is the all the extra funds—and it is the extra funds, i.e. weintermediate and technician skill levels. We are now will continue to fund the research-intensivedoing a lot of work as part of the skills strategy which universities at their current level—we have got fromthe DfES is doing. We are doing a lot of work with HEIF we will put into the non-research intensivethem to try and improve the supply of those

universities to try and develop this alternativetechnician and intermediate skills. The issue there is
mission, which we think is economically veryto make the whole system much more responsive to
important.demand. It is tremendously supply-driven by central

targets and I think we want to try and make it much 402. I have a supplementary for Dr Taylor really.
more responsive to local and regional demand. That Manchester University asked me to help them on the
means having better labour market information on a Wolfson Molecular Imaging Centre. It brings
regional and local basis and then making the system together the world famous Christie cancer hospital
much more responsive to that. So we are doing a lot and, for their medicine and pharmaceutical expertise,
of work with the DfES on that particular agenda. Manchester University and UMIST. It already has a

building and there is already equipment. It will be of
global significance when it is complete. They have
already raised £13 million of a £25 million projectLord Thomas of Macclesfield
and I really need to ask your advice as to how we

401. The “Third Leg” policy does not appear to be should go there. We went to Glaxo at their
coherent across the various Whitehall departments headquarters in London and they said: “Of course, it
involved—for example, in regard to the diVerent would be much easier based in London”, but that
roles between the research-intensive and other really was not the point because half was already
universities. Can you say how the Government aims spent in the North West.
to proceed? When it does so, how will eVective (Lord Sainsbury of Turville) Can I make a policy
integration be achieved across departments? statement at this point? John, I am sure will look at

(Lord Sainsbury of Turville) It is quite well this, but he will look at it on the criteria as to whether
integrated in this particular case, mainly because we it provides, against all his other priorities, for
have had two major looks at this. The first was in excellence with science. It comes forward as one of
Investing in Innovation3 where we quite clearly stated those on its own merits regardless of where it is
what the policy would be and then that is followed positioned. I should say we have had a similar case
through in the White Paper. We have, I think, a quite which is obviously UMIST and Manchestercoherent view about this which is we have mainly University coming together. We did provide someput—but it is only mainly—money from the various support from a fund we have for structural changesschemes like science enterprise centres and university

within universities, but it was strictly on the basis thatchallenge largely, but not totally, into the research-
they were able to show that they had two projects,intensive universities. We think that there is a big
which they could point to, by bringing the two
universities together they could really produce3 Investing in Innovation: a strategy for science, engineering and world-class centres. It was on that basis we supportedtechnology, Department of Trade and Industry, HM
them. The RDA supported them also, but that wasTreasury and Department for Education and Skills, July

2002—text available from www.hm-treasury.gov.uk on a regional criteria.
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those people. We produced the guide to managingLord Lewis of Newnham
intellectual property, which we produced with the

403. I was in Manchester when it was one Patent OYce, Universities UK and the Association
university! of University Research and Industry Links, and that

(Lord Sainsbury) Exactly. was to give help to universities in that. It covered
budget management, ownership of intellectual404. I would like to amplify the point you were
property, negotiation with sponsors, collaborationmaking, which seems to me to be tremendously
between the universities to manage intellectualimportant, because I do genuinely believe that if we
property and performance indicators andare not very careful we will have second-class
evaluation. So it was quite detailed work. I would beuniversities. Your suggestion, if I understand it
very disinclined to say there has to be a standard waycorrectly, of trying to take some of the more
of doing this for universities; I think each of themteaching-orientated regular universities, how are you
should devise their own strategy. What we should begoing to make a decision? Are you going to exclude
doing is encouraging them, helping them withsome of the universities, which after all have a very
training, but allowing them to each have their owngood teaching reputation? I genuinely believe, for
particular style of doing that. John has got ainstance, that in Cambridge the teaching reputation
competition now going with £1 million to helpthere is of tremendous standing, as equally well as is
professional development for people and there is alsotheir research. When we talk about this, we talk
a number of projects which Cambridge MIT is alsoabout universities. My experience is it is
producing to encourage excellence in these areas.departments.
There is one in the North East called Cupid, one in(Lord Sainsbury of Turville) Yes, absolutely. We
the South West called Fulcrum and there is anotherwork very much on the basis of departments. I
one called Paxos. So there are some schemes reallysuppose we should work on the basis of individuals
focused on trying to help on the teaching andin a way, but it is incredibly diYcult to do that. I
experience of this. On the early stage funding, ofthink the nature of modern research makes it quite
course, Smart has done an enormously important jobdiYcult now to have outstanding individuals within
in encouraging R&D in development within the earlynot very good departments. What is quite clear is that
stage businesses. In fact, the R&D tax credit I think,we have, in our middle range of universities, often
given that you can, of course, get cash as opposed toworld-class departments within universities which
tax relief for that, is also turning out to be veryare not that distinguished from a research point of
important. Also, there are, of course, a number ofview, and we are very keen to encourage that. Of
other schemes we have got. The UK Highcourse, all the money both from John’s side and from
Technology Fund which is addressing this gap but isHEFCE is done on departmental excellence. So it is
one we keep under review.on departments and excellence and not on the basis

of universities. 406. Thank you for that. I know from my own
experience it is a serious issue. There are a lot of
missed opportunities now because there is
insuYcient funding for that start up type ofLord Wade of Chorlton
operation. I would urge the Government to keep

405. In this inquiry and, indeed, as you are looking at it because I do not think the present
probably aware during our previous inquiry into system is really suYcient to deal with the problem.
innovations in microprocessing4, we have heard a lot On the question of intellectual property, do you think
of concerns not only about the varying practices in the RDAs have a role to try and create a more
managing intellectual property, but also the early uniform approach on a reasonable basis or not?
stage funding gap in taking inventions through to a (Lord Sainsbury of Turville) I do not think there is
commercial product. I would like your opinions on much merit in having a reasonable basis; maybe, in
the Government’s approach to this. It was interesting fact, it is the reverse. We want diVerent people trying
to hear Dr Lyes from Enterprise Ireland, who has out diVerent things and doing it diVerent ways and
just given evidence to us, explaining how they have anything which says there is one way of doing it, or
an early stage funding, which is grant funding rather one body should do it for a region, is eVectively
than the setting-up of a diYcult structure. I would discouraged. NRDC, to my way of thinking, failed
appreciate your comments. spectacularly because it had a monopoly position

(Lord Sainsbury of Turville) There are two diVerent and, therefore, it had no competition. I think
issues here. Obviously, one is the handling of competition, even within the university, is probably
intellectual property and the other is early stage not a good thing.
funding. As far as intellectual property is concerned
we have, of course, over the last five years had an
enormous increase in activity of technology transfer Lord Methuen
oYcers for universities, quite largely spurred on by

407. We had an interesting dialogue with somethe incentives we have been giving them. I think, not
entrepreneurs last week5 and I have since received asurprisingly, the performance of that is quite variable
letter—which I am holding—from one of these, abecause probably the only way you can really be
very small company6. I have a rather lengthy quotegood at that is to have had experience of doing it. We
from it: “After the meeting we received an invitationhave taken a number of steps—and are, indeed,
this morning to bid for a Local Authority Internettaking steps—to try and improve the performance of

5 Public hearing on 25 March, see page 000.4 Which led to the Report Chips for Everything: Britain’s
opportunities in a key global market, Second Report Session 6 Also mentioned in the memorandum from Mr Peter Wren-

Hilton of HB Internet on page 000.2002"03, HL Paper 13-I.
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contract in London, which is well within our special interest groups who, for their own particular
reasons, would like to see government purchasingtechnical capability. The bid document however

included a requirement for a minimum turnover that directed to supporting their interest, whether it is
environmental issues, whether it is small businesses,will exclude all but the largest SMEs from the

bidding process. I think this illustrates perfectly part whether it is women’s issues, whether it is ethnic
minority issues and so on. I think the Treasury takesof the discussion yesterday . . .”—that is our meeting

on 25 March—“. . . relating to the diYculties that a fairly hard line on this which, maybe because of
many years of being a finance director, I am notSMEs face in bidding for public sector procurement

work. Without this work, they simply will not obtain unsympathetic to, which is if you allow every interest
group to try and bias government spending towardsthe funds and income necessary to innovate and

develop their business.” That is highly relevant to supporting their group, you can get very poor value
for money as far as the Government is concerned.what we are attempting to do, so I wonder if you

would like to comment on that? That is why I am much more keen to proceed down
the path that we would be arguing for probably—(Lord Sainsbury of Turville) Yes. One has got to
and this is one of the things we are looking at as partalways be rather careful with this not to allow people
of the innovation review—which is we make this, asto do what commercially makes sense to them.
I said about intelligent customer purchasing, so thatLooking at it from the small business point of view,
it is encouraging the right kind of behaviour of smallit may look totally unfair and irrational. If you are
businesses, which is innovation, not again on thelooking at it from a local authority, which has had
basis of giving a bias to one particular group, but onsome failures among its suppliers for particular
the basis that it is good for the actual governmentservices and has to account to auditors for money
department to do this to get the innovation towasted, you would probably be quite concerned that
support its own performance.the businesses that you are asking to supply you have

the financial muscle to complete the project and I
think it is a perfectly reasonable requirement. We
have done two things though to try and help on this. Lord Lewis of Newnham
One is the scheme which we had called SBRI, which

409. If we go back a moment, the recent Higherwas modelled on the American scheme which is
Education White Paper7 looked towards a world inSBIR, which is to try and make certain that
which there would be research universities andgovernment departments set aside a very minute
teaching universities, and to keep standards up inportion of their R&D funds to go towards small
teaching universities there should be some links withbusinesses. I do not think that is going as well as it
the research universities. Do you think the RDAsshould do and we will put some more eVort behind
have a role within their region of encouraging thisthat. The other issue which we are looking at as part
conduct?of the innovation review is what we call intelligent

(Lord Sainsbury of Turville) I think there is both acustomer purchasing, which is encouraging
role for the centre and for RDAs also. We are verygovernment departments to see innovation among
keen the HEIF money could be used not only for thetheir supply base as being part of their objectives, not
knowledge transfer bit, but also to make certain thaton grounds of subsidy or because it is good
the technology acquisition part takes place, becausenationally, but because it is good for them if they can
I think that is good for the teaching. For example, ifsupport innovation and innovative small business or
that money was being used for opportunities for abig businesses as part of their supply chain. I believe
teacher researcher at one university to go and spendthat is the way to go forward. We have to sell it round
six months at another university, we would beGovernment on the basis that it is good for the
encouraging that to take place. I would have thoughtdepartment because it will have an innovative supply
there might be a role for the RDAs in providing thechain and for it to do exactly what a commercial
networks for that to take place. John, you are verybusiness would do in that regard.
knowledgeable about this area, you might like to add
something to that?

(Dr Taylor) We are just in the process of putting
Lord Freeman together the guidelines for institutions to apply for

this HEIF 2 money. I think we would very much like408. One of the proposals put forward in evidence
to see a major part of it used, as Lord Sainsbury waslast week from another witness was that the United
saying, for developing this alternative mission for lessKingdom might look for experience in the United
research intensive departments. We would be veryStates for the large procurement projects—he was
keen to see how the RDAs could work with a numberspeaking primarily about defence projects—had a
of the institutions in their region to help formulaterequirement that a certain proportion, which he
proposals for those kinds of activities and, hopefully,indicated was between 10 and 25 per cent of the total
to contribute to them. So I think they have a majorprocurement contract, had to be sub-contracted to
role to play in helping to shape the kind of proposalsthe SMEs, thus stopping the high technology places
that institutions want to make and for them possiblybeing developed amongst smaller companies. Would
saying: “This is good for us. We would like to add toyou care to comment on this?
the money coming from the HEIF stream to really(Lord Sainsbury of Turville) Yes. It is one of the
create some examples of success.” If this alternativeways of doing this, whether state aid rules would
mission for departments is going to really take oV, weallow you to do that in this country, I am not certain.

It does have a problem, which I think the Treasury is
acutely aware of, which is that there are a mass of 7 The Future of Higher Education, Cm 5735, January 2003.
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need to create some real examples of success, so that behind other countries in terms of having regional
economic actors, if you like. It is alwayspeople can understand that there is something in it

and there is something worth going for. misunderstood in America how much happens when
this kind of activity takes place at a state level and,(Lord Sainsbury of Turville) In terms of the
indeed, how important that probably was during theassessment of bids for the HEIF money, the RDAs
1980s in stimulating a lot of restructuring inwill have a formal role in that process of giving their
American industry. Of course, you have the famousviews from a regional perspective.
examples of places like Germany where the Länder410. Can I query this business about research in exist. So I do not think it is quite so much breakingteaching, because I am rather sensitive on this new ground as maybe catching up in some cases. I doparticular point? When we talk about research take very strongly your second point that we need touniversities we are talking about blue sky or the very make certain that we do have the metrics tofront-line type of research or technology that is going understand what is happening now and what ison. If you go to the States, and go to a place like Reed happening in the future. We can get some of this fromCollege, which after all has got a tremendous things like the community innovation survey andreputation as a liberal arts college, they are doing some we can get from information which alreadyresearch there. It is not research of the MIT variety, exists, but I would hope, as part of the innovationbut it is research. They will be doing things, for review, we can take a look at that and make certaininstance, in the environment, the possibility of that we really do have the metrics on a regional basislooking at certain things that are of considerable to measure what changes are taking place.importance to the operating industry as a whole, but

they are not the sort of thing that is going to get a 412. One of our concerns, for example, was that
Nobel Prize or something of this particular sort. It is going round the regions the number of start-ups was
very important to recognise that many people who one of the commonly quoted figures. Now, it does
are in these lovely universities are always research- not take an economic genius to recognise that
orientated; they may not have the spectacular success anybody can do a start up in half an hour if they
of some of the others and these are conceptions that know what to do. The diYculty is having a start up
should be encouraged. The application of some of which will still be in existence two years later and,
their ideas to technology to me is research just as even better, have a positive cashflow. Are these being
much, and we must be careful that we do not end up pressed by your department?
with somebody who is an erudite teacher, but has got (Lord Sainsbury of Turville) In fact, start-ups are
no interest in questioning any of the application. one of the absolute key figures here. I think, without

(Lord Sainsbury of Turville) As I have made clear, getting too much into what I think are quite
we do not supply to the members just centres of complicated statistics about life of new businesses,
excellence in one of these things, we think that there is a pretty clear correlation between new
universities should do all three missions. We do think business formation and economic success, so I think
there is a diVerent character to the research, and it is that is one of the indicators that you want to look at
more applied research and it is more problem very carefully. I have seen a proposal which was to
solving, bringing technologies together rather than make a database eVectively of all hi-tech businesses
creating technologies and problem solving, working around the country, which would then be kept up to
with a community or practice of local businesses. In date partly as a commercial activity to help venture
that way you can make certain that the teaching capitalists. It did seem to me that had some quite
keeps up to date, which I think is very important, important attractions, but it is very early days
without pretending to me that you are doing looking at that as a project.
fundamental Nobel Prize winning science. (Dr Taylor) I would just add one thing, if I may.

Innovation and new businesses and business in a
region are still going to have to operate in national

Lord Oxburgh and internationally very competitive markets. So the
benchmarks and the metrics of the standards that411. One could present the whole RDA enterprise
apply nationally and internationally are still veryas a gigantic socio-economic experiment—and a
relevant in the region. One of the questions will be tolong-term one. Are you satisfied that there are in
what extent do activities in the region which theexistence adequate starting profiles of the regions
RDAs and the others have helped to develop actuallyagainst which to judge change and progress achieved
cut the mustard at the national and internationalby the RDAs? Do you think we understand well
market level; are they good enough to competeenough the processes by which the RDAs try to
internationally and to get market shareinitiate things to respond to the short-term metrics
internationally? I think it is partly a question of usingwhich are in place at the moment to judge their
metrics we already have, setting high standards ofprogress? Or might some of the plethora of these
excellence and performance and understanding howactually be counterproductive? As Dr Lyes sagely
to read the regional contribution to developing andremarked earlier this afternoon8, “What gets
excelling in those areas. We do not necessarily needmeasured, gets done”. Are the right things being
a lot of new metrics because they have to performmeasured?
nationally.(Lord Sainsbury of Turville) I do not think it is

quite such a large experiment as you would suggest, 413. Please do not imagine I am suggesting you
because I think that in this country we have been way should have new metrics. It is really a question of

whether there may not be too many and whether,
indeed, there is a danger that the RDAs may satisfy8 Q 373.
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1 April 2003] Lord Sainsbury of Turville and Dr John Taylor [Continued

Lord Oxburgh contd.]

the metrics rather than doing the job they should be be very surprised if the Innovation Report wanted to
doing. make any structural changes at all. As far as the

(Dr Taylor) Yes. Innovation Report is concerned, at the moment we
have got a number of work streams looking at
particular issues and one of those is on regional

Chairman innovation. They are at the moment putting together
all the information and evidence in that particular414. To go back to what Lord Oxburgh said: can
area, and they are looking at where there areyou measure it?
problems or opportunities and beginning to(Lord Sainsbury of Turville) No. All my experience
formulate policies. We will review that in April to seeof business says that what is measured is what people
where we have got to, with the idea then of focusingfocus on and it is not always without its problems,
on what seem to be the key issues to produce a reportbecause people will focus on that and ignore other
in June or July.important issues.

Lord Oxburgh

415. That is certainly so.
(Lord Sainsbury of Turville) In business it is a real Lord Turnberg

danger; with the RAE, for example, we can see that
it also happens in the academic world. The only 417. I was delighted to hear Lord Sainsbury
diVerence in the academic world is, because you are suggest he would rather change the way processes
dealing with smarter people, it happens quicker. worked than Government structures. It would be

very nice if that was applied to the NHS too! MyChairman: Touché.
question relates to integrated policies, certainly
perhaps on many government departments and

Lord Freeman RDA agendas, health, environment, transport and
so on. What we want to know is how the Government416. You have very helpfully answered Lord
ensures that the impact is realised through integratedYoung’s question9 about initiative overload. My
policies through joined-up government and are thequestion relates to structural turbulence. Over the
RDAs best involved in helping achieve these policies?last 30 years we have seen many diVerent ways of

(Lord Sainsbury of Turville) I am not certainstructuring deliverable encouragement to exploit the
probably either John and I could give you a veryscience of EDO and technology base. Will the
authoritative view on that. I think increasinglyinnovation review due out later this year be likely to
government departments do look at things on aleave the structure of the RDAs and the Science
regional basis when they are doing policies and doResearch Council in place? Could you say something

about the innovation review and the relevance to the talk to the RDAs about this. There is quite clearly an
timing of it in relation to this Committee’s role? enormously important role for the RDAs for pulling

(Lord Sainsbury of Turville) You can be certain things together at a regional basis. That is why, for
that we are still at the early stages of the innovation example, we went for the single pot of money for the
review10, but I would be very surprised if there is any RDAs, so that they could take the right decisions at
change to structures. I think both John and I a regional level as to how they use the resources. I do
certainly feel very strongly, and probably Patricia not think I could say authoritatively to what extent
Hewitt as well, that there is a real danger always of that really applies across government.
changing structures that you can lose two or three
years during that process, and often that is that much 418. Certainly the RDAs are in a very good
more important than what you gain from the benefit position to be able to achieve that. They know how
of changing the structure. For example, we have to do it relatively well and should be able to achieve
done quite a lot of work in bringing the research it. Should they not be involved in forming
councils to working more closely together because government policies from their experience? Would
multi-discipline research is so important. Very early that be a useful way forward?
in the quinquennial review we took a decision not to (Lord Sainsbury of Turville) I think it would. Thebring them together as one organisation on the basis diYculty is in designing a system where that really isthat would lose us two years, and we could do most of a reality. When you take the diVerent streams ofwhat we wanted to do by improving processes rather

government funding, for example, on transport,than actually trying to change the structure. In any
housing, education, hospitals, to try and integratecase, if we made one research council we would
that at a local or regional level is a very considerableprobably almost immediately then split it into five
task, and when you want to do it on a very small areadepartments in order to do the work. I think that is
it can be very diYcult indeed. Where one can see thevery much our position, not to keep changing the
diYculty of it is if you take, say, clusters of businessesstructures because all the structures have problems,
in a particular area, particularly where we have gotbut try and make the process of work better. I would
high growth, hi-tech sectors—Cambridge is an
example, Oxford another—and bringing all the9 Q 396.
diVerent strands of government funding together in10 As announced by the Secretary of State for Trade and
order to plan a growth strategy for those areas is aIndustry on 27 November 2002—DTI Press Notice P/2002/

752. very diYcult task.
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1 April 2003] Lord Sainsbury of Turville and Dr John Taylor [Continued

(Lord Sainsbury of Turville) I would have thoughtLord Wade of Chorlton
on these sort of things, which are probably rather one-419. Do you see that the development of an elected
oV things, the best communication is straightassembly which might manage or in some way dictate
forwardly from the RDA to the relevant person in thethe type of policies that the RDA may establish would
National Health Service, bringing in the local MP ifhave any impact on your role in developing science in
they are not getting enough attention. I think to set upthe region? Do you think that priority might be
a complicated structure, whereby each RDA isaVected or that policy might be aVected by amending
communicatingwitheachgovernmentdepartmentonthe rules?
detailed policy would, to my mind, be unnecessarily(Lord Sainsbury of Turville) Clearly, as I complicated to deal with rather specific problems. Butunderstandtheproposals, itwouldbe likely tohavean I do think it is important that governmentinfluence or eVect on the work very strongly in the departments do increasingly think in terms of theRDA. In the context of theRDA’s work it wouldhave regional dimension of their policies when they area big impact, but in terms of the central funding for developing their policies and consult very stronglyscience for universities, I think that should be done on with regions before they make the final decisions.a national central basis and, therefore, would not be

aVected by regional assemblies.

LordWinston420. The local role of the RDA might change?
(Lord Sainsbury of Turville) As I understand the 423. I shall not comment on the NHS! Could I just

kind of proposal people have in mind, there would be turn to the issueof the EU state aid rules for a moment
a much stronger connection between the regional and ask you a point which has been raised by some of
assembly and the RDA. our witnesses who have suggested the UK is over-

zealous in applying the EU state aid rules and thereby
inhibiting RDAs by comparison with their European
counterparts. I wonder if you would like to rebutBaroness Finlay of LlandaV that charge.

421. CanI gobacka moment to the communication (Lord Sainsbury of Turville) I do not think we have
betweenthecentre’sutilisationofRDAs’ intelligence? much evidence that any project proposed by the
We have heard in evidence a very specific example RDAs has been inhibited by R&D rules on state aid.
where hard purchasing through the NHS has meant This is looking at it very much from our particular
that an SME which had developed and now made in perspective. The RDA framework allows very
the UK a very specific and highly technical item but generous contributions of aid to be given; SMEs can
could not sell them to the NHS because it was outside obtain up to 75 per cent of finance in some cases. Of
the purchasing loop. The way that this enterprise course we as a whole think that it is important that
manages is to sell the items to a larger company in those state aid rules do exist and stop unfair
Germany which then sells them on to the NHS11. This competition. The Commission is going to come
does not sound terribly sensible. It seemed that there forward with some block exemption this year for
was not the communication and intelligence passing R&D aid to SMEs, so that will be helpful. I think it is
from the RDA at regional level up into the centre to probably true to say that we do take more seriously
influence the decisions that were made over central than other countries the state aid rules. I do not know
purchasing. that is totally economically a bad thing to do because

(Lord Sainsbury of Turville) That seems to be more it is equally true that the Commission does takes
aquestionofpossiblyverybadpurchasingrather than companies in other countries and penalises them, and
a link between the RDA and the National Health of course you can get penalised quite heavily in terms
Service. I do not think you can have RDAs getting ofhaving toreturnfunds if it is judgedtobeoutside the
intimately involved in the purchasing decisions of the state aid rules. So I think we probably do take it more
National Health Service. What you have described seriously in requiring people to stick to them but,
sounds to me like very bad purchasing unless, of equally, if people do not there are some considerable
course, that particular bit of equipment was part of a penalties. Italy, Germany, Spain and the Netherlands
whole package of stuV that the National Health have all had negative decisions against proposed
Service bought from a particular company. R&D aid in recent years, we have had none. In the
Occasionally, from my experience, you do get latest year, which is 2001, the Commission ordered
situations wherebig companieswill buy awhole range France,Germany, Italy,SpainandtheNetherlandsto
of products from onecompany and will leave it to that recover aid. So I think the answer to your question has
company to purchase parts of that line from diVerent tobe, yes,wedotake itmore seriously.Should wetake
companies because that is just an eVective way of it less seriously is a more debatable question.
doing it. If it was not that, then I think the question
really should be addressed to the National Health

ChairmanService as to why it is purchasing in this rather
curious way. 424. As our time is drawing to a close, I am tempted

to ask, as I do at the end of most sessions, what would422. My concern, and using that as the example, is
you like us to recommend, but I will not go into that!the communication of that intelligence that is known

(Lord Sainsbury of Turville) Perhaps after theat regional level within the RDAs up into the centre to
meeting we could have a discussion!be able to influence central decisions. I am not clear

from what you said how you would envisage that Chairman: We will take you up on that! Thank you
happening. both very much, Minister and Dr Taylor, for taking

the time to come and see us. We appreciate it very11 Q 341.
much.
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WRITTEN EVIDENCE

Letter from Mr Paul Abbott, Bolton Technical Innovation Centre

I write to inform you of a unique project, generously supported by the Northwest Development Agency,
which may make a significant contribution in a cost-eVective way. Bolton TIC is the pilot for the UK’s first
“Junior Incubator”, first mentioned in the DETR White Paper “Our Towns and Cities”.

Set to open in January 2004, Bolton TIC is, in a minor sense, a response to a challenge from Lord Puttnam,
who, during his live satellite address to the nation in the DTI “Celebration of Innovation” event of 2000,
asked for anyone to “suggest a way forward for the UK that was not dependent upon a generation of highly
motivated teachers”. Convinced that something more than good teachers would be required for a sustainable
technological renaissance, I wrote to Lord Puttnam, and described the Technical Innovation Centre (TIC)
using the analogies of music centres, and sports academies. The idea was well-received, and Lord Puttnam
later asked me what it would take to clone the TIC in other cities.

The Northwest Development Agency is now poised to construct a purpose-designed centre, where young
people can fall in love with science, engineering and technology, and make things happen, driven by their own
dreams. Building on a natural curiosity, and a sense of wonder about science, young people will experience
satisfaction through a practical engagement with science, engineering and technology, with an eye of
entrepreneurial innovation. This is not a virtual experience, this is real. But this is not a school or a training
centre. We are constructing a home for a living community, and any individual or body interested in helping
young people become the world-class scientists, technologists, engineers and entrepreneurs that our nation
needs will find a warm welcome. We will bring science and technology closer to the people, change some of
the unhelpful perceptions of SET, and encourage young people to realise their own dreams through their own
enterprise.

Beginning with every Year 6 child in the town, some 3,500 of them, we will start to inspire the whole town,
and begin to find and nurture those with a special, and previously hidden, potential. We will give the best
equipment, tuition, experiences, software etc possible, to as many as we can, and for as long as we can, up to
19 years of age. While Bolton TIC is not a school, all 120 schools from within Bolton LEA will have access to
the centre, where we intend to provide opportunities for all, and to cater particularly for the highly motivated.

Sir Harry Kroto once said on “Desert Island Discs” (Radio 4): “Where does a lad like me go to, with a
head full of quadratic equations, at 14 years of age?” If Bolton TIC existed when he walked the streets of this
town as a boy, he would have joined us. It can be cool to have a head full of quadratic equations, even at this
age—it just depends on the company. The same is true of any form of creativity that can be steered towards
the common good.

So, I wish to commend the good people at the Northwest Development Agency for their patience and
support for Bolton TIC, and Lord Puttnam, our very own Dr Brian Iddon, Member of Parliament for Bolton
South East, and many other supporters. The NWDA has had the foresight to support this brave new concept,
which promises lasting benefit for this proud Northern town, and, in the longer term, a wider regional benefit
if replicated.

One of the expected outcomes of Bolton TIC is an increased number of students choosing SET courses and
careers. With the largest concentration of universities in Europe, the strongest research base outside London
and the South East, and as a strong industrial region with a glorious industrial history, we hope to help
populate our regional universities with more local people.

Since describing the concept to Lord Puttnam, our resolve has been strengthened by the support and
commitment of many, and not least the DDA, with whom we have established particularly good relations.
In the attached press release, Damien McDonnell speaks of the need to get young people interested to drive
innovation for industry: “they need not only to learn about science, but to think about how it is used”. Being
uniquely placed to connect the business world with science and technology, the DDA can assist creative and
enterprising people engage with science and technology and, so to innovate. Young people can become the
drivers of future industry, as innovators and entrepreneurs sooner than expected.

In due course, we will be in a position to report on the eVectiveness of the Junior Incubator. For the moment
I thank the Northwest Development Agency for their generous support of this venture, which could be
replicated widely, to significantly improve the regional SET base. In the meantime, in the town of Bolton, we
expect to:

— provide a local base, and a fertile breeding ground, for a new SET community;

— increase the local general interest in science, engineering, technology and enterprise;

— provide all schools with access to spectacular facilities and services;

— provide local industry with specialist facilities and services;

— locally eradicate some unhelpful perceptions of science, engineering and technology;

— bring science and technology closer to the people;
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— increase the numbers of students taking SET courses;

— promote a culture of enterprise; and

— contribute to an increased number of local company start ups.

The government’s willingness to try new approaches in aspects of British life, including a current readiness
to remove constraints within the education system which stifle creativity and flair is to be admired. Sitting
perfectly within this climate, and catering for the 10 to 19 year olds, Bolton TIC promises lasting and cost-
eVective benefit. Moreover, in terms of science, engineering, technology and enterprise, this could be the
missing link.

February 2003

Memorandum by Amicus-AEEU

1. The Regional Agenda

1.1 Amicus-AEEU welcomes the opportunity to respond to the Science and Technology sub-committee’s
inquiry into Science and Regional Development Agencies. We recognise that increasingly the regions are
becoming the focus economic development, with RDA’s currently taking a strategic lead in driving improved
economic performance in the regions. Increased freedoms and flexibility for Regional Development Agencies,
an enhanced role for regional chambers, planning decision being taken at a regional level and the
strengthening of Government OYces and other regional bodies, are all leading to increased decision making
at this level. We must ensure that science and investment in R&D are a priority in the regions, expanding new
markets and creating new jobs playing a vital role in regenerating our regions.

2. Promoting Innovation in the Regions

2.1 Amicus-AEEU is convinced that under-investment in R&D has contributed greatly to the UK’s low
level of productivity compared to our main competitors. The causes of poor productivity are depressingly
familiar. Decades of underinvestment in skills, too little capital investment, and not enough innovation in
industry all contribute to disappointing productivity levels. A recent Treasury report suggested that the UK’s
underinvestment in R&D was responsible for two thirds of the UK’s productivity gap with the US.
Recognition of the crucial role of R&D in maintaining high and stable growth is particularly important in
current economic conditions. The promotion of R&D must be a vital part of any policy to boost the UK’s
competitiveness and spread wealth to the regions.

3. A National Innovation Strategy

3.1 Amicus-AEEU urges the creation of a clear national co-ordinated research and development strategy.
As an initial step, we welcomed last year’s announcement of a manufacturing strategy which highlighted the
importance of innovation, and the importance of a co-ordinated approach on innovation policy across
Government and throughout the regions.

3.2 The manufacturing strategy highlights the importance of science and innovation and the importance
of regional policy as a delivery mechanism, and to that extent a debate is needed urgently on the way in which
regional innovation strategies are developed.

3.3 In the last few years, the Government has launched numerous initiatives into science policy, and in
particular in improving the relationship between academia and industry. There are concerns that the
proliferation of such reviews, and the perceived absence of significant change on the ground, reflects on the
lack of a national Innovation Strategy. While they are welcome, regional innovation strategies must be
properly co-ordinated to avoid confusion, duplication and wasted resources.

3.4 The Government must guard against displaying a strong bias towards academic research at the expense
of industrial research. Any R&D strategy must focus on the need to ensure the eVective development of R&D
into industry and the marketplace, to ensure its full value is exploited for the benefit of the whole of the UK
economy. Both national and regional innovation strategies need to therefore maintain a strong focus on this
delivery focused imperative. Centres of excellence should be identified and developed within the regions.
Comparisons could be made with the development of Scottish Technology Centres designed to help the
growth of high technology companies.

4. National Co-ordination

4.1 With the Government pursuing a regional agenda with increased devolution and decision making in
the regions, RDAs have significantly broadened their areas of interest and influence. Regional economic
development strategies have been recently joined with regional innovation strategies, a development which
we would like to see replicated at a national level.
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4.2 The DTI has an important co-ordinating role for both economic and innovation policies within the
regions. While RDA’s and possibly Regional Assemblies have to ensure that regional strengths are properly
identified, the DTI can provide the overview necessary to avoid duplication and gaps. At present although
the structure is there, there are concerns that these structures are not delivering eVective co-ordination. While
each region must play to its strengths there needs to be an awareness of developments in other regions and
recognition of how this contributes to a national strategy. We must guard against a lack of co-ordinated
strategy leading to duplication of eVort and underfunding in other areas.

4.3 To be eVective, regional strategies should be co-ordinated with European strategies and we welcome
the work the European Commission is undertaking on a European innovation strategy.

5. The Future for RDAs

5.1 RDAs must focus on delivering real value added benefits. In terms of promoting innovation, there are
two clear areas where RDAs can add value:

— RDA as regional facilitator.

5.2 RDAs should assist national funding sources and associations in targeting investment most eVectively,
within a co-ordinated national R&D strategy. RDAs should act as regional facilitators, using their experience
with industry within the regions to direct funding to its maximum eVect, as well as providing a regional
evaluation centre for evaluating the eVectiveness of national strategies. This would include promoting
awareness of schemes, providing support and advice in applying, and evaluating their long-term success.

5.3 As an example, the RDAs could provide a valuable service in working closely with companies to
encourage their take-up of the new R&D tax credit for large firms, as well as the existing tax credit for small
firms. Regional advisors could assist companies, in particular small firms, in applying for the R&D tax credit.

5.4 RDAs also have a vital role to play in gathering intelligence using its contacts with local industry to
gain knowledge of the region’s needs and technology weaknesses, identifying where strengthening is needed.
This information can not only inform regional policy, but it can help to inform national strategies co-
ordinated within the DTI. The RDAs can therefore help to map the UK’s innovation requirements.

— RDAs as academy-industry interlocutor.

5.5 RDAs are in a valuable position to use their regional contacts to help facilitate the links between
university and industry to promote the exploitation of innovation and technology. RDAs are well placed
within the regions to stimulate the information flow between academia and industry to help ensure that
academia supplies the needs of industry.

6. Best Practice—Benchmarking

6.1 A mechanism should be in place to allow for the identification and promotion of best practice amongst
RDAs, particularly in the area of R&D.

February 2003

Memorandum by the Association of Independent Research and Technology Organisations (AIRTO)

AIRTO and this Submission

The following submission addresses the questions a, b, c, d and e of the Call for Evidence. The evidence is
provided on a corporate basis through discussion with AIRTO members known to be engaged actively with
RDAs. The material has been compiled by the AIRTO President—Professor Dr Brian Blunden OBE—who
will be available to provide elaboration to the Sub-Committee, if required.

AIRTO—the Association of Independent Research and Technology Organisations—is the largest
community of SET knowledge-transfer companies in Europe. The members of AIRTO are private sector
companies. No government grant support is received by these companies for the purpose of knowledge-
transfer. AIRTO members fulfil a role similar to that undertaken in Germany by Fraunhofer Institutes or by
VTT in Finland. The unique diVerence being that AIRTO is self-supporting whereas in other European
countries technology transfer organisations are subsidised from the public purse. AIRTO members employ
some 20,000 scientists and engineers in the UK and have an annual turnover in the region of £2 billion.

Some AIRTO members will respond individually to this Call for Evidence. What follows is a corporate
consensus response to the questions posed.
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Response to Questions

Question A

There is not a single mode of RDA behaviour in developing and exploiting Science, Engineering and
Technology (SET). RDAs were established to act as catalysts to companies in their region. Some understand
this catalytic role (see evidence provided by PERA Group) while others are less responsive. For RDAs to be
eVective in developing and exploiting SET, they must enter into partnerships with intermediate companies
(for example AIRTO members) and manufacturing or service companies which will create increased wealth
by developing and exploiting SET.

In general, the RDA focus for SET seems to be on regeneration. Many appear not to understand the
Faraday Partnership concept. This means they tend to miss the opportunities arising from “disruptive
technology” as elaborated by Hamel and Prahalad.

RDAs tend to look to universities and Business Links for partnerships. While that is to be encouraged, it
will not provide solution to the need to increase innovation intensity in each region.

The Sainsbury initiative promoting Regional Science and Industry Councils may help to engage persons
with competencies to develop strategies aimed at innovation and competitiveness. All RDA Boards and
Managements should be encouraged to stimulate partnerships for SET exploitation between intermediate
companies, appropriate university departments and those companies which will utilise SET to enhance their
competitiveness and wealth creation. At present this impetus is lacking with some noticeable exceptions.

Question B

The connection between advances in SET, national SET policies and RDA policies is weak. RDAs appear
to be inadequately informed on developments such as the Busquin proposal for a European Research Area
(ERA) and the work of organisations such as VTT and Fraunhofer. The work of Porter at Harvard and his
recent work sponsored in the UK by the DTI and ESRC does not appear to have permeated RDA strategy.
AIRTO and its members have oVered partnership with RDAs to overcome this problem. This would include
enhanced connectivity related to investment in innovation. Such contribution could be made by the AIRTO
initiated organisation—E-Synergy Ltd. Overall the response of RDAs to representations by AIRTO
members has not been positive; again with some exceptions.

Question C

Except for PERA Group, SATRA and SIRA Group, RDAs do not appear to take full advantage of
available national SET facilities, expertise and funds. There is little evidence of RDA connectivity with the
DTI initiated Early Growth Fund. In the Sixth Framework Programme of the European Commission much
emphasis will be placed on Integrated Projects. The subject and the submissions will be complex. In Germany
the AIRTO equivalent (Fraunhofer) has submitted over five hundred Expressions of Interest (EofI).
Integrated Projects will require management and co-ordination. The public subsidy to Fraunhofer and the
resultant Expressions of Interest demonstrate the dimension of this challenge. If companies throughout the
regions are to be properly served in the context of European policy a partnership will be required between
RDAs, intermediate companies (eg. AIRTO members) and government. At present such partnership does
not appear to exist nor is there a strategy for its development. However, the initiatives of PERA Group,
SATRA and SIRA Group indicate that which might be achieved. A similar situation exists in relation to the
UK LINK programme. There is much opportunity but too little evidence of partnership driven leadership.

Question D

It is not clear to external organisations how RDAs reach decisions on financial support for SET. RDAs
should be judged by considering national metrics (eg. Porter and his definitions) for competitiveness. Unless
RDAs contribute to enhanced competitiveness in UK industry, they become simply another tax on corporate
UK. Specific regional metrics could be applied, such as measuring the change in a region in LINK programme
uptake, Faraday Partnership participation and success in submissions for EU Integrated Projects.

Question E

The proof-of-concept scheme in Scotland is worthy of mention. It is a funding mechanism to support
projects that aim to turn concepts developed in the knowledge base into robust practical systems that can be
trailed and demonstrated in industry.

RDAs in England should be encouraged to adopt such a funding mechanism approach and to do this in
co-operation with intermediate companies and existing enterprises; possibly using the Faraday Partnership
concept as a vehicle.
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Conclusion and Follow-up

The above material has been compiled from inputs to AIRTO by the AIRTO President. If required the
material can be elaborated by the AIRTO President or a delegation (up to 4 persons) representing the views
of that organisation and its members.

February 2003

Memorandum by the Association for University Research and Industry Links (AURIL)

The following comments are organised to reflect the questions posed in the Sub-Committee’s Call for
Evidence on “Science and the RDAs”.

(a) Regional economic development, since the industrial revolution in 18th-century Britain, has been
concerned with the triangle of capital.

— Firstly, knowledge capital which is the fruit of scientific and technological understanding and its
dissemination, discussion and exploitation.

— Secondly, skills capital which is the community of labour and entrepreneurship available, equipped
with the most up-to-date skills and techniques able to harness the knowledge of scientific invention
in practical and applicable ways, generating new businesses or within existing business and
industry.

— Thirdly, business capital which is the business acumen, entrepreneurship investment capital
available to develop innovation and commercialise it in the global economy.

The Science, Engineering and Technology (SET) budget provides for the formation of knowledge capital
and the development of skills capital. It also links to business capital by enabling the development of strategic
partnerships and collaborations between knowledge and business capital. The role of the Regional
Development Agency (RDA) has been and is to enhance regional innovation and entrepreneurship by
developing a specific regional economic environment based upon interlocking regional economic strategies,
including regional innovation policy and a regional skills plan. The RDA works at the interfaces between the
triangle of capital and also provides the overall framework in which innovation and entrepreneurship
operate.

Economic and community regeneration is a fundamental goal for the regional development agency and
utilising the outputs of SET is a crucial tool available to the RDA to achieve this goal.

It could be said, taking the example of regions in Europe, that regional policy was more able to respond
to SET advances and at an earlier stage than national policy. The examples of regions in France, Holland,
Germany, Scandinavia and Italy show how this can be achieved albeit in a diVerent statutory environment.
Nations alone, however, have the economic strength to provide funding to SET to enable suYcient
investment in the knowledge base from which new capital can be created. The role for the RDAs is to harness
the fruits of national SET investment within the region. The RDA should do this by ensuring that its Board
contains representatives of SET in the region (the universities and research centres whose infrastructure
supports SET in the region); by developing a regional innovation strategy as part of its regional economic
strategy; by recognising the importance of higher skills in the regional learning and skills strategy and
facilitating the development of knowledge centres (now picked up in the White Paper—The Future of Higher
Education) and schemes of progression so that initial training can lead on to higher skills courses; fostering
strategic partnerships and collaborations among the SET “providers” as well as between them and business
and industry; by engaging in community regeneration through planting new businesses and industries spun
from SET expenditure in universities and creating new commercial opportunities to stimulate economic
growth and new investment in regional and local communities, recognising the matrix of sub-regional
economic development as well as regional and trans-regional economic development.

(b) In most regions, SET advances are now perceived as essential to the strategies of their respective RDAs,
to the extent that where Higher Education has been under represented there have been moves to create new
higher education structures, even if only on a devolved or virtual basis. Regional development agencies need
to audit their knowledge capital, recognise that it is held and produced on a diVerential basis by universities
and in industry and business and develop a systematic approach to embedding SET advantages within its
economic strategies.

A good example of a trans-regional approach to regional economic development might be the MEDICI
project in the Midlands (combining East and West Midlands RDAs) to stimulate medical and biosciences
entrepreneurship and innovation. Based upon initial support from HEFCE, MEDICI also engages both
regional development agencies who recognise and support the project in stimulating medical technologies and
biotechnology as a key priority for new investment. Combining the knowledge of the major universities and
university hospitals in the two regions, MEDICI is a powerful engine for economic change.

The Science Councils in the North West and North East provide a focus in the North of England for
harnessing and driving the SET agenda. It is intended to roll this out to other regions.

Many other examples could be given from among AURIL’s membership of such innovative and practical
partnerships between regional development agencies, higher education and business.
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(c) The experience of AURIL members is that regional development agencies are adept at taking
advantage of SET advances (and government investment) and, in particular, in seeking to form partnerships
and collaborations able to access EU funds etc. There are three relative shortcomings:

— Firstly, regional development agencies have yet to engage business and industry fully whose own
recognition of the importance, relevance and commercial strength of SET is variable and whose own
investment in research and development is not as high as some of Britain’s major competitors. It
should also be noted that SBS/Business Links have to-date not engaged SMEs with innovation
through HE in any substantive, meaningful way;

— Secondly, RDAs agencies have yet to develop eVective mechanisms to recognise investment vehicles
and disburse financial support quickly and eYciently to those priority areas. More flexible, less
bureaucratic ways need to be developed so that investments can be made in a less cumbersome and
ineVective way. This could be done by more eVective strategic process and less tactical process
combined in a smooth operational approach to recognising SET strengths in the region and
harnessing these to commercial advantage. Lessons could be learned from the Scottish model in
this respect.

— Finally, RDAs need to demonstrate a true commitment to the HE sector by providing funding over
longer timescales, not just in line with annual budgets.

(d) This leads on from (c) above in that process (often based on an attempt to apply clusters theory to
economic growth led by the DTI) has not recognised the importance of sub-regional and trans-regional links.

— Performance matrix should be used as to the most eVective RDA-led investments and interventions
but it must be understood that these are most reliable when considered on a long term rather than
short term basis and when taken in conjunction with longitudinal studies and case profiles.

— More holistic systems need to be developed to measure the impact of investment which aims to
encourage and stimulate embedding SET into the community and business world, through such
initiatives and funding streams as ERDF and HEIF. AURIL has been working with the key
stakeholders and decision makers on the metrics debate.

(e) Lessons can be learned from RDA experience to date about the need for flexibility, less bureaucracy,
more engagement of business and industry, less clusters management and more awareness of the relative SET
strengths in the region and support for those whose knowledge capital is based upon large infrastructure
assets in equipment, facilities and people whose outputs are recognised by international objective benchmarks
of quality, more support for higher skills development and more investment in community regeneration based
upon knowledge centre investments.

February 2003

Memorandum by Professor Peter Barrett Pro Vice Chancellor (Research & Graduate Studies),
University of Salford

Scope of Submission

1. This submission focuses on the impact of SET (3a), whether full advantage is taken of the capabilities
in the region (3c) and makes some wider observations (4). The views given are personal and based on
experience as an academic in the NW.

Background in NW

2. The NW Science Council has been established and is actively developing clusters of activity. This is an
excellent, but focused start of which the NWDA will doubtless provide details.

3. However, the emphasis on “big science” and major companies throws into relief the lack of attention
given to other aspects. This submission will endeavour to highlight the hidden potential that could be released
to complement current activity.

The Impact of Science (3a)

4. There is a linear model of science exploitation that assumes ideas are generated, tested, sifted and then
exploited as new products by the originators or maybe “spin out” companies. This doubtless happens and is
clear and simple, but inadequate as a general model.

5. Much of the SET exploitation that takes place concerns evolutionary cycles of activity, incremental
improvements in processes and capabilities, chance events, relationships and tacit knowledge. This is, I think
generally accepted, but has been substantiated by work at SPRU and, for example, by major longitudinal
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studies by Van de Ven and colleagues in the US. An OECD Study (2002) entitled Benchmarking Industry—
Science Relationships stresses:

“the importance of avoiding generalisation and the need to distinguish between three types of ISRs
[industry-science relationships]; those involving multinational enterprises and world class
universities; relations between universities and high-technology small firms; and relations
developing in a regional context between firms (often SMEs looking for shorter-term problem-
solving capabilities) and the local university”.

6. In this context the NW Science Council could usefully broaden the palette from which it is trying to
paint a brighter future. Further, as the aim is to maximise the impact of SET, then the implication is that one
needs to go well beyond the “pure” SET disciplines. It is important to include other subject areas that can
inform and drive the implementation process. This would include a wide range of “sector translators”, those
who can take basic SET ideas and technologies and work with a sector, say the built environment, to
implement them in ways that make sense in the specific sector. It would also include generic non-SET
disciplines, such as management and sociology, that have contributions to make to the potential/likely
organisational and societal impacts of advances in SET. A good current example of this being handled
proactively by a research council is a large project on hydrogen fuels that is based on a consortium running
from Physicists to Sociologists. Without taking a similarly broad approach a Science Council is greatly
limiting its potential impact.

Science and Research (3c and 4)

7. A regional Science Council naturally focuses on science. By its existence it can be seen to provide a forum
for industry/academic co-ordination around aspirations of economic and social regeneration. In reality it
only picks up the science-driven part of the picture and actually precludes consideration, at a strategic
regional level, of other significant research-driven disciplines. This is limiting as set out above and seems to
stem from an assumption that science (and engineering and technology) is a synonym for research rather than
a sub-set of it. As an example of this, specialist accountants have advised that the Government’s research
tax credits scheme is for science and technology and that they do not think the Treasury would accept, say,
management and policy orientated work. So it would seem that ESRC, AHRB, and some EPSRC type
research is being disenfranchised within such schemes, despite great potential relevance in business and
society.

8. Taking a national view it is clear over recent decades that there has been a shift in the economy away
from manufacturing and towards services. For all that much of the policy framework seems to be fixated
solely on the science/manufacturing nexus, despite fine words about our emerging “knowledge economy”.

9. Turning to the NW as a more specific focus and following the argument that regions should be playing
to their strengths, it is interesting to track areas of University research excellence in the NW by using the QR
research funding allocations, which are driven by the 2001 Research Assessment Exercise. On average the
NW won around 10 per cent of national QR. Looking at subject areas that earned !15 per cent leads to the
listing given in Table 1.

Subjects % QR to NW No. Institutions involved

Accountancy 32% 1
Built Environment 31% 2
Met and Materials 28% 6
Lib & Inf Mg 27% 2
Nursing 27% 1
Veterinary Science 24% 1
Sports Related Subjects 24% 2
European Studies 24% 3
Social Work 23% 1
Pre-clinical Medicine 23% 1
Linguistics 23% 2
Earth Sciences 20% 3
Sociology 20% 3
Business & Management 19% 3
Computer Science 18% 4
Physiology 16% 1
Stats and OR 16% 5

Table 1: Prominent Research Strengths in the North West

10. It can be seen that the NW has a considerable range of distinctive strengths. There is relatively little
science and technology evident, but links to important sectors such as nursing, sports activity, social work
and the built environment are there, plus highly relevant non-SET disciplines such as sociology and business
and management. It would not seem unreasonable for a regional Science Council (or should that be



written evidence submitted to the246

“Research Council”) to take the full range of research strengths in a region and endeavour to capitalise on
them to achieve the economic and social goals in the Regional Strategy.

11. The general point here is that the use of “science” as a synonym for “research” distorts attention and
behaviour so that many strengths will go unnoticed and opportunities unexploited. The simple renaming of
regional Science Councils to regional Research Councils could have a huge impact.

20 February 2003

Memorandum by Barry Stickings, Chair, BioCity Nottingham Ltd

Introduction

1. BioCity Nottingham Ltd is a unique example of strong collaboration between a Regional Development
Agency (East Midlands Development Agency), two universities (The Nottingham Trent University and the
University of Nottingham) and a major international science-based company (BASF plc) to create a major
Bioscience and Healthcare Innovation Centre.

2. BioCity Nottingham was made possible by the donation of pharmaceutical R&D facilities by BASF to
Nottingham Trent University. The premises, consisting of over 100,000 sq ft of laboratories, would cost close
to £50 million to build and equip at today’s prices. The gift is believed to be the largest-ever corporate
donation to a new university.

3. The Nottingham Trent University wisely decided that it needed to work with partners in order to ensure
the success of BioCity Nottingham. The crucial partners in addition to BASF were University of Nottingham
with its strong Bioscience and Healthcare research base and East Midlands Development Agency, which had
already identified Bioscience and Healthcare as a sector of particular importance to the region. The objective
of the partners is to create an “engine” for regional economic development that has a value in excess of £50
million to the regional economy.

4. A careful process has been undertaken to ensure that the four organisations involved could all share
common goals in the development of BioCity and the way in which it would seek to achieve maximum
regional economic development eVect in the area of Bioscience and Healthcare.

5. There were many crucial steps in the successful establishment of BioCity Nottingham Ltd, including:
BASF’s willingness to underwrite running costs until the other partners had the opportunity to develop a
robust business plan and secure necessary funding; a well-designed and developed regional economic strategy
from EMDA that ensured that public funding could be made available to help BioCity Nottingham to get
established; the willingness of the two universities to work together for common goals; and, selection of
specialist consultants, Oxford Innovation Ltd, who were capable of facilitating the partners to reach shared
goals and to help to secure available funding to turn the ambitious goals into reality.

6. The result is an initiative that has already attracted seven Bioscience and Healthcare companies
employing about 50 people to establish themselves in BioCity Nottingham (since opening in November 2002),
with another 12 companies expressing serious interest in taking space in BioCity over the next few months.
Many more Bioscience and Healthcare companies will be assisted by BioCity Nottingham over the next
few years.

7. The ultimate objective is for BioCity Nottingham to create more than 5,000 jobs in the regional
economy.

8. Because of its location in the middle of the East Side regeneration area of the City of Nottingham,
BioCity represents a highly cost eVective means of stimulating regeneration of a less prosperous area of
Nottingham.

Evidence

9. I am now pleased to present evidence on the questions posed by the sub-committee:

a. How and to what extent do RDAs develop and exploit science, engineering and technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill
levels?

10. BioCity Nottingham is an exemplary project in this respect. Its primary goal is to exploit SET in the
Healthcare and Bioscience Sector to stimulate employment, support regeneration, encourage wealth creation
and work with universities to improve skill levels, including commercialisation skills related to Healthcare
and Biosciences.

11. BioCity Nottingham also intends to help develop and strengthen the SET base in the East Midlands
by allowing some of its highly specialised facilities to be used to support areas of scientific and business
excellence in the Healthcare and Biosciences Sector in the East Midlands.

b. How do advances in SET and national SET policies and initiatives influence and inform RDAs’
strategies?
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12. From the BioCity perspective, it was essential that EMDA had a regional economic strategy that fully
reflected advances in Bioscience and Healthcare and national SET policies in the area of Bioscience and
Healthcare. EMDA has specifically developed Medilink East Midlands to be a leading cluster activity in
promoting the Bioscience and Healthcare sector in a manner complementary to BioCity Nottingham.

13. It is vital that location-specific initiatives such as BioCity Nottingham should be able to collaborate
closely with regional cluster promotion activities such as Medilink East Midlands to ensure that economic
benefits can be spread throughout a region. This is an issue of particular importance in all regions because
of the danger that locations without a nearby university may miss out on the huge economic potential of the
knowledge-based economy.

c. Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and
funds (including EU funds) in implementing their policies?

14. In the case of BioCity Nottingham, the answer to this question is a resounding yes! It was particularly
important that both universities in Nottingham should be involved in the BioCity project to give full access
to SET facilities and expertise and EMDA helped to facilitate this. EMDA has been particularly eVective
in ensuring that BioCity Nottingham can take full advantage of all available funds (including EU funds) in
implementing its programme of activities.

15. Crucially, EMDA and the two Universities had to support BioCity Nottingham without attempting
to control it. While the Universities share many of the goals of the Regional Development Agency, all parties
felt that it was vital to establish a well-funded separate legal entity with a majority of independent directors
and with the shared goals encapsulated at the outset.

16. The result has been securing of funding from many sources to back the BioCity Nottingham project,
including £400,000 from each of the two universities, £1.2 million of capital grant from EMDA, £1.6 million
of capital grant from Government OYce East Midlands (European Regional Development funding) and
£666,000 from EMDA through their regional Action Plan utilising ERDF funds. HEFCE has contributed
£700,000 to enable the two universities to work closely with BioCity Nottingham. In addition, the DTI
Bioscience unit has indicated the potential availability of £500,000 through the “Harnessing Genomics”
programme to encourage provision of mentoring and incubation services to Bioscience companies in BioCity
Nottingham and the East Midlands.

d. How do RDAs reach decisions on financial support for SET? How should success be judged?

17. In this case EMDA decided to support BioCity Nottingham because of the close alignment between
the goals of BioCity Nottingham and their regional economic strategy. This made it eminently suitable for
support by EMDA as a business incubation and economic development project. EMDA has not been asked
specifically to support SET development at BioCity Nottingham, though this form of support may be
requested in the future.

18. EMDA will judge its success in funding of BioCity Nottingham by measuring the numbers of jobs
created and the number of new businesses established at, or with the assistance of, BioCity. BioCity
Nottingham is required to report many other indicators of success to EMDA and other funding bodies and
there is always a danger of “micro-managing” judgements of success of a venture.

19. For a project such as BioCity Nottingham the main indicators of success are job creation, new business
creation and wealth creation with an important secondary indicator being the quantity and quality of
scientific research facilities being secured and improved for the regional economy.

e. What lessons may be learned from RDAs’ approach to SET and from the longer experience of Scotland,
Wales and Northern Ireland?

20. The lessons from BioCity Nottingham are:

(a) To be prepared to use scientific research and development assets, even if those assets may require
significant reinvestment in order to maximise their regional economic eVect.

(b) The recognition that assets no longer required by large science-based companies may be useful to
the next generation of small science-based companies.

(c ) The need to build a resilient partnership that can maintain consistency of purpose and rise above
any local rivalries.

(d) The need to build on the scientific strengths of the region, inviting in outside expertise where
specifically necessary.

Conclusion

21. In conclusion, I am delighted to have been able to present evidence based on a ground-breaking
project, BioCity Nottingham, which may act as an exemplar for regional economic development building on
strengths in science, engineering and technology.

22. I am pleased to acknowledge that the policy framework and funding streams established by EMDA,
and EMDA’s ability to facilitate partnerships in the regional economy, have been crucial to the success of
this project so far.
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23. EMDA’s job is, however, not yet fully done. Private sector companies are always prepared to build
further on success and strengths. The challenge now for EMDA is to further support and encourage BioCity
Nottingham so that it achieves even more than its original, ambitious, objectives.

February 2003

Memorandum by the BioIndustry Association (BIA)

1. The BioIndustry Association (BIA) is pleased to have the opportunity to submit evidence to the
Committee’s inquiry into Science and the RDAs.

2. The BIA is the trade association for innovative enterprises in the UK’s bioscience sector. Established
in 1989, our mission is to encourage and promote a thriving, financially sound sector of the UK economy,
built upon developments across the biosciences. We seek to create economic growth, increase employment
opportunities, and expand the skills base. There are more than 550 bioscience companies operating in the UK,
employing over 40,000 people. From this growing base, we have attracted over 350 members, the majority of
which are involved in realising the human health benefits that bioscience promises.

3. Our UK headquarters are in central London but we also have an oYce in Edinburgh serving the interests
of our Scottish members. We are delighted that the Sub-Committee was able to meet and discuss the inquiry
with Dr Barbara Blaney, Director of BIA Scotland, on its recent visit to Edinburgh.

4. BIA Scotland has now made its own written submission to the Sub-Committee. This note follows up
the request on that occasion for a submission regarding the rest of the UK. Due to the limited resources of
the BIA, we are unfortunately not able to submit an extensively researched response. This short paper is based
on conversations with member companies and regional bioscience networks on the subject of the Inquiry.

5. It has been suggested to us that most companies do not have enough information about what their local
RDA is doing in order to assess them properly. For example, members are aware of Scotland’s strategic
Biotech plan but are unaware whether their own RDAs have any such plan. Companies may know their
RDAs in regard to particular projects they are working together on (eg funding a new building) but may not
understand their local RDA’s overall strategy. BIA would support Government action to publicise and
explain the role of RDAs and how they can help biotechnology companies on a regional level.

6. The BIA notes the value of RDA intervention in regeneration, for example LDA’s provision of capital
for the London Bioscience Innovation Centre, the capital’s first and only dedicated Biotech incubator.
However, it is felt that regeneration funding is often too short term, with projects involving housing estate
renovation and a larger low-skill job creation preferred to investment in science projects (and in particular
bioscience) that can create high quality jobs and bring real long-term value to a region. In future the focus
should be on creating sustainable companies that can compete on a global basis with their counterparts from
the US.

7. There is also evidence that, for small companies, the large amount of bureaucracy and time involved in
obtaining small public sector grants has meant that the overall uptake of such support is not as high as it
should be.

8. Some of the RDAs have been excellent in their work with local biotechnology companies, for example
Yorkshire Forward’s work on the annual White Rose Bioscience Forum, promoting White Rose Science
overseas, supporting the building of the new Biocentre and underwriting a bid to host the UK Biobank
project.

9. However, progress on the provision of laboratory space in some of our more crowded cities and
assistance with the variable quality of technology transfer from universities has been particularly slow. We
would therefore welcome greater moves to spread best practice and understanding of the biotechnology
sector across all RDAs.

10. We welcome the fact that the Government has allocated RDAs funds to invest in regional biotech but
we would also like to see further advice provided to RDAs to help them gain knowledge about the biotech
industry—this would enable them to invest the money as eVectively as possible, eg RDAs need to recognise
the fact that there is a widespread funding gap at the £550,000–1 million level that will impede the
development of high growth technology companies over the next two to three years.

11. We would therefore welcome action to encourage more regional partnerships and collaboration, to
help ensure the international competitiveness of the UK. A good example of this is the North West, North
East and the White Rose Partnership.

March 2003
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Memorandum by the BioIndustry Association Scotland

I was pleased to brief the Sub-Committee during its visit to Edinburgh on 7 February1. As invited on that
occasion, I set out below comments on the particular questions in the Call for Evidence. The BioIndustry
Association has submitted separately2 a note on the wider UK perspective.

How and to What Extent do RDA’s Develop and Exploit Science, Engineering and Technology

(SET) to Stimulate Employment, Employment Opportunities, Regeneration, Wealth Creation and

Improved Skills Levels?

This is very much based on the identification and development of a cluster (Porter’s theorem) and in terms
of biotechnology the best examples are Cambridge, Oxford and Scotland. The SET opportunities are very
much based on the scientific excellence of local research establishments and the progression into start-up or
spin out companies which will then create employment opportunities, regeneration, etc. From a recent DTI/
Scottish Executive review of the SMART & SPUR programmes, Scotland faired better than the rest of the
UK with a higher percentage of spin-out and start-up companies obtaining such funding (this was above the
UK average I believe). However, it has to be recognised that the formation of such commercial entities is not
always the focus of University technology transfer oYces—it is much easier to out licence a technology than
to form a company (reduced cost and risk to the institution concerned). In addition far too many companies
are being set up on the principle of one product/platform technology—we need to see more “technology
bundling” and interaction to avoid competing companies being set up as has and is the case in Scotland.

Scottish Enterprise through the cluster development for biotechnology has done a fair amount in skills
development for the community—indeed it is recognised that such skills support is not readily available
across the rest of the UK and this may be used as an example of best practice. Support from SE has taken
the form of e-learning provision, specific course development for the SME community, development of a four
college training consortium to provide CPD opportunities to employers, etc.

There is widespread recognition of a funding gap within the region of £500,000 to £1,000,000 that will
impede the development of high growth technology companies over the next two to three years. However this
is not a condition that is unique to Scotland and it is understood that companies in the Cambridge area are
also suVering from investment opportunities. Good technology together with good international/corporate
management will achieve backing, however identification of the latter is a hurdle to growth.

How do Advances in SET and National SET Policies and Initiatives Influence and Inform RDA’s
Strategies?

There is recognition of the importance of SET across the UK, however with the devolved government
maturing in influence and ability it is perhaps time for direct influence to be exerted from Westminster in a
more direct manner. Lord Sainsbury is without a doubt a huge supporter of the science community as a whole.
In Scotland despite having a good Minster for Enterprise in Iain Gray, he does not carry the weight and in-
depth knowledge of his Westminster counterpart. Too often SE has not focused on the importance on
Westminster and the National government when setting policy—however I do think this is changing as both
were recognised as key stakeholders in future cluster development within a recent customer relationship
strategy workshop.

Do RDA’s Take Full Advantage of All Available Local, Regional and National SET Facilities,
Expertise and Funds (including EU Funds) in Implementing Their Policies?

In the past probably not, Scotland has under performed within Framework 5 and the Scottish Executive
are really working hard to ensure SME and academic participation/uptake within Framework 6. Despite SE
having a strong track record in the procurement of EU structural funds there have been a number of rumours
lately within the media re underspend. Typically there is a “glut” of available cash for assistance towards the
end of their financial year (March). However it is very diYcult for the private sector SME community to
obtain support using these funds as the information (ie availability, amount and what it can be used for) is
seldom shared.

It is hoped that the forthcoming SE Co-Investment Fund which relies heavily on EU funding will assist
SME progression. However this is from last accounts capped at £20 million and will be matched funded from
the private sector—it is not an ultimate panacea as the issues raised at the end of Q1 will still be encountered
by many new start-ups.

There is also evidence that successful companies will not take the small grants available from the public
sector due to the amount of bureaucracy and time involved. For a small company the latter will prove
prohibitive to their uptake—this may have an impact on initiative such as Teaching Company Scheme (TCS).

1 See Appendix 5 of the Report.
2 See the immediately preceding memorandum.
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How do RDA’s Reach Decisions on Financial Support for SET? How Should Their Success be

Judged?

Financial support is very much based on contribution to economic development and regeneration. From
a biotech perspective support from SE has ranged from £5 million over three years in the mid-90’s to the recent
Framework for Action which claimed provision of $40 million over three years against specific industry
growth targets. Success for the cluster should not be based purely on the number of jobs and companies
created as growth can be interpreted through inclusion rather than genuine growth and development. In
future the focus should be on the creation of sustainable companies that can compete on a global basis with
their counterparts from the US. There is real concern as we move into 2003–04 that the three ‘Intermediary
Technology Institutes’ which will be set up at a cost of £15 million each per year for a period of 10 years (ie
£450 million total) will vire direct cash input away from the biotechnology community in Scotland. It is
essential to remember that drug development is a long term process taking on average 10–12 years at a cost
of c $600 million—one cannot look at short term goals and objectives with this type of industry if at the end
of the day you want Scotland and the UK to be seen as a global player in the next five to 10 years.

Unfortunately Scotland can sometimes be its own worst enemy and forget that critical mass in certain
technology areas (ie bioinformatics) can only be achieved realistically on a UK scale to ensure equal
representation and input from both the private and academic sectors.

What Lessons may be Learned from RDA’s Approach to SET, and From the Longer Experience of

Scotland, Wales and Northern Ireland?

There is no doubt that support has been forthcoming from the private sector. However as industry matures
it is essential that it is engaged in terms of future strategy development for the cluster as a whole. Spin-outs
and SMEs have a huge amount to gain from interaction with established multinational companies of which
Scotland has it’s fair share especially in clinical research, drug safety testing and manufacturing. These
companies must be engaged to ensure strategic development is in line with private sector requirements and
the global status of the industry as a whole. This has not always been done successfully in the past.

It is recognised that technology transfer within Scottish institutions is extremely variable and there is no
consistent base line. In the current market conditions, the preference is for licensing and invariably when spin-
out companies are considered they are inadequately resourced (financially and management), valuation fees
are too high and there is an absolute disregard for the amount of work that is still to be undertaken by industry
to make a concept a reality and product in the market place. There have been a number of initiatives from
SHEFC and SE to assist commercialisation within academic institutions however success should not be based
on how large a department is. Continual CPD and interaction with the private sector in terms of expertise is
essential.

Dr Barbara Blaney

Director, BIA Scotland

March 2003

Memorandum by the British Embassy in Paris

SCIENCE AND THE REGIONS: FRANCE

Introduction

S&T policy formulation

1. All central government expenditure on civil R&D in France is drawn together in a single instrument
called the BCRD (Budget Civil de recherche et de développement technologique—ie Civil Budget for
Research and Technological Development). The Ministry of Research3, the principal ministry with an interest
in science and technology policy, co-ordinates bids for research spending from other government
departments and research institutes and conducts negotiations with the Budget Ministry (equivalent of HM
Treasury) on the overall size of the BCRD and its allocation to the various ministries involved. The Ministry
of Research is by far the greatest beneficiary of the BCRD, receiving just under three-quarters of the total
budget of 8.8 Bƒ for 2003. The main recipients of Ministry of Research funding are the Public Research
Organisations (PROs), quasi-independent research bodies with their own laboratories and staV. However,
some research is also carried out in universities. This proportion is increasing as PROs are encouraged by
Government to carry out some of their research at universities through mixed PRO/university research
groups.

3 Strictly speaking, research is part of a larger ministry for youth, national education and research, but with its own Minister for
research and new technologies, Mme Claudie Haigneré. For simplicity, this will be referred to as the Ministry of Research.
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2. Strategic priorities in research policy are in theory set by a top-level interministerial committee chaired
by the Prime Minister. However, the committee is yet to meet under the RaVarin Government; instead
priorities are set during the budget negotiations between the Research and Budget Ministries. The Ministry
of Research receives advice from a number of organisations. These include the Conseil Supérieur de la
Recherche et de la Technologie (Higher Research and Technology Council), whose members are drawn from
the research and industrial communities and from the regions, and the Conseil National de la Science
(National Science Council) made up of eminent scientists from France and overseas. The Comité National
d’Évaluation de la Recherche (National Research Evaluation Committee), made up of representatives of the
science community and economic and cultural experts, evaluates the eVectiveness of publicly funded research
programmes and reports to the Research Minister.

3. Much Government financial support for innovation is channelled through the innovation agency,
ANVAR. ANVAR supports SMEs and research labs requiring seed funding to assist the technology transfer
process or develop a new product. Although much of ANVAR’s work is devolved to a network of regional
oYces, it has not historically been viewed as a tool of regional policy.

Regional policy formulation

4. For administrative purposes France is divided into 22 regions. Each region has its own elected council
with spending powers in relation to a number of policy areas, including research. The main vehicle for central
Government funding of regional projects is through the “Contrat de Plan État-Région”, an agreement
negotiated between the Government and each regional authority setting out a multi-annual spending
programme to be financed on a 50:50 basis. The current Contrats de Plan cover the six years from 2000–06.
Central Government regional policy priorities, reflected in the Contrats de Plan, include the knowledge
economy, preservation of the environment and reducing inequalities between regions.

Distribution of R&D spend across the regions

5. Although universities are distributed fairly evenly across French regions, in proportion to the local
student population, they carry out only a small proportion of French research. The PROs, where the majority
of publicly funded research takes place, are concentrated to a much greater extent in a number of regions and
in particular around Paris. The Ile-de-France region alone accounts for 40 per cent of public science funding.
Four other regions (Rhone-Alpes, Provence-Alpes-Cote-d’Azur, Midi-Pyrenees and Languedoc-Rousillon)
between them receive a further 30 per cent of the total public spend, leaving only 30 per cent for the remaining
17 regions. There is a similar concentration in industrial R&D funding; the top two beneficiaries, Ile-de
France (48 per cent) and Rhone-Alpes (11 per cent), account between them for nearly 60 per cent of all
industrial R&D spend.

Science and the Regions: Central Government Policy

6. The Government set out in 2001 its long-term vision for higher education and research in the regions,
to be implemented through the Contrats de Plan. Policy aims are to redeploy research capability more evenly
across the country, focussing in particular on regions with thriving universities or a strong industrial base but
little research, and to strengthen links between higher education establishments and research. Mechanisms
for achieving these aims include:

— National technology innovation networks—These fund collaborative projects between public
research and industry which will lead to innovative processes or products. Although primarily
intended as a tool of innovation policy, they will also provide a means to establish centres of
excellence in particular technology areas throughout the regions.

— National centres for technology research—Again primarily intended as a tool of innovation policy,
these centres mobilise resources on priority technologies in a defined geographical area. Although
some build on existing centres or specialisms, others attempt to develop research capacity in a
particular region, building on relevant regional industrial strengths.

— National Science Fund—This fund includes 15 Mƒ per year to support regional science
infrastructure.

7. The total funding allocated to research over the 2000–06 Contrats de Plan is 1.036 Bƒ, of which 645
Mƒ comes from the BCRD. The top five recipients of research money through the Contrats de Plan
demonstrate the Government’s aim of redistributing research funds; although Ile-de-France is again the
greatest beneficiary, its receives only 12 per cent of these regional R&D funds compared to its 40 per cent of
total public R&D funding. Of the next four biggest recipients, Nord-Pas-de-Calais, Rhone-Alpes, Brittany
and Aquitaine, only Rhone-Alpes is also in the top four recipients of the overall public R&D budget.
However, the total allocated to research in the Contrats de Plan (1.036 Bƒ over six years) is small compared
to the total 8.8 Bƒ per annum research budget.
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Science and the Regions: Local Government

8. Spending on research and innovation in the regions varies widely from region to region. In the regions
with high concentrations of technology-based industry as much as 10 per cent of the regional budget may be
allocated to research and technology while more rural regions may allocate as little as 1 per cent. Support
varies from small-scale grants to attract PhD students or assistance with funding of R&D seminars to
assisting in support of national research facilities. Several regions with a high concentration of research and
technology expertise have been assisted by central Government to launch regional venture capital funds for
which up to half the funding comes from the regional authorities. These have a mandate to invest in
innovative technology being developed by local SMEs or research laboratories.

Regional/National Coordination

9. The Ministry of Research is represented in each region through a “Regional Delegation for Research
and Development”, tasked to coordinate the Ministry of Research’s work in that region and liase with local
representatives of other central Government departments. Interestingly these delegations’ current role, as
defined by the Ministry of Research, does not include liasing with the local authorities. However, the recent
Government Innovation Plan, due to be implemented over the next year, addresses this issue. One of its six
priority themes is to improve use of public funds at a local level by developing better synergy between national
and local innovation funds. ANVAR is to take a greater role as innovation champion in the regions, sharing
best practice across the country. Funds from the diVerent national innovation funds currently distributed at
a local level will be brought together into new regional innovation funds, managed by ANVAR and providing
a single point of contact for local businesses. Local authorities will, if they wish, be able to contribute funds
from their own innovation budgets to these funds, while maintaining a degree of control over their use. A
further study is under way in the context of the wider decentralisation debate currently taking place in France
to explore the possibility of devolving some national innovation funds entirely to the regions.

March 2003

Memorandum by the British Embassy in Germany

THE GERMAN APPROACH TO REGIONAL DEVELOPMENT OF SET

1. Division of National and Regional SET Responsibilities

The German Federal Government has sole responsibility for the legislative framework for higher
education, university clinics, and contributions to major university infrastructure investments. Federal
responsibilities in the area of science, research and technology include the promotion of R&D, the support
of young scientists, and international collaboration. The Federal Government has legislative responsibility
for a number of issues such as intellectual property rights, copyright, genetic engineering, artificial human
fertilisation, genetic screening, and transplantation issues.

The Federal and the State (Länder) Governments have joint responsibility for forward planning in
education and the expansion of existing as well as construction of new universities. The Federal and State
Governments also jointly support Germany’s main research organisations:

— the German Research Association (Deutsche Forschungsgemeinschaft—DFG): jointly funded on
a 50:50 basis;

— the Max Planck Society (Max Planck Gesellschaft, MPG): jointly funded on a 50:50 basis;

— the Leibniz Association (Wissenschaftsgemeinschaft Gottfried Wilhelm Leibniz, WGL): jointly
funded on a 50:50 basis;

— the Helmholtz Association (Helmholtz Gemeinschaft Deutscher Forschungszentren, HGF): jointly
funded on a 90 (Federal):10 (States) basis; and

— the Fraunhofer Society of Applied Research (Fraunhofergesellschaft, FhG): some 40 per cent of its
total budget is jointly provided by the Federal and State governments on a 90:10 basis. The
remaining 60 per cent is covered by contract research carried out on behalf of industry, the state
and public institutions.

2. Co-ordination of Policies

The Federal and State Governments co-ordinate their education and research policies through a number
of mechanisms and joint bodies. The Bund-Laender Commission for Educational Planning and Research
Promotion (BLK) plays a prominent role in setting the institutional budgets of Germany’s science
organisations. The BLK is also involved in pilot projects in the area of higher education and multimedia. A
number of further committees co-ordinate the drafting of research and technology policies and the planning
of the construction of higher education institutions.
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3. The Federal Level: Facts and Figures

Germany’s Gross Domestic Expenditure on R&D in 2000 was some ƒ50 billion (2.46 per cent of GDP),
including ƒ33.9 billion (68 per cent) by industry, ƒ8.4 billion by the Federal Government, ƒ7.5 billion by
the State (Länder) governments and ƒ0.4 billion by private, non-profit organisations.

4. Regional (Länder) R&D Support

The 16 Federal States have devised their own priority research programmes in sectors such as materials,
biotechnology or engineering. Additionally, most States have their own programmes to promote the
establishment of technology-based start-ups, the exchange of R&D personnel and to improve regional science
infrastructure. The above responsibilities are usually shared by the economics and education/science
ministries in the individual States.

In 1999, the 16 Länder had a total SET expenditure (including higher education) of ƒ17.6 billion. R&D
expenditure alone amounted to ƒ7.5 billion (47.8 per cent of total German public sector R&D expenditure
in 1999).

5. Regional R&D Expenditure in 1999

Federal State Gov. Expenditure in Mil. ƒ Industry Expenditure in Mil. ƒ

Baden Wuerttemberg 1,000 8,663
Bavaria 1,183 7,566
Berlin 556 1,410
Brandenburg 198 235
Bremen 96 226
Hamburg 229 755
Hesse 478 3,700
Mecklenburg-Western Pomerania 165 33
Lower Saxony 599 2,793
North Rhine-Westphalia 1,442 5,003
Rhineland-Palatinate 262 1,547
Saarland 101 85
Saxony 524 845
Saxony-Anhalt 232 176
Schleswig-Holstein 190 278
Thuringia 266 308
Total 7,521 33,623

Land governments have devised a variety of schemes to promote start-ups and SMEs, the establishment
of technology centres of excellence and clusters, and technology transfer. Most of the Länder have also
established a regional development bank and a venture capital fund to administer programmes and provide
financial support. They have also identified core sectors for their future high-tech development and set
priorities with long-term prospects. These include biotechnology, nanosciences, microelectronics,
mechatronics and sustainable energy technologies. Currently, there are some 130 public sector schemes
initiated, financed and run by the individual Länder. They include support schemes for R&D projects;
consultancy and support for start-ups; and technological consultancy. The Länder also promote training
opportunities and the development of infrastructure.

6. The Situation in the Eastern Federal States (New Länder)

While industry in the Western States spent a total of ƒ31.82 billion on R&D in 1999, the corresponding
figure was only ƒ1.79 billion in the new Eastern States (New Länder). The R&D expenditure in the New
Länder, both by State governments and industry, is generally far below that of the Western Federal States.
In the year 2000, less than 10 per cent of the ƒ50 billion German R&D Gross Domestic Expenditure was
channeled towards the Eastern Länder. However, the Federal Government has initiated special programmes
for these regions such as the InnoRegio initiative (1999-2005). Some ƒ225 million were earmarked for this
competition to promote innovative regional clusters in the New Länder. In the past 12 years, the Federal
Ministry of Economics also allocated some ƒ2.6 billion to promote industrial research in the East. In 2002,
ƒ270 million were allocated to schemes promoting innovation for SMEs in the New Länder.

Case Study: Saxony

Saxony has developed a similar strategy to some of the Western Federal States, identifying several core
sectors for promoting high-tech development. These include microelectronics, biotechnology, new materials,
telematics and production engineering. In 1999, the Federal government allocated some ƒ394.4 million to
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support R&D in Saxony. The State of Saxony’s expenditure on R&D in 1999 was ƒ524 million. Saxony’s
government has focused on the development of high-tech clusters and incubator/innovation centres. It has
also included the universities in its overall development strategy as a way of improving the attractiveness of
the region to researchers as well as to industry. Dresden has built up a cluster for electronics and
microelectronics. The region is now home to over 400 companies. The Saxony State government has also
initiated a development programme for the biotech industry in the summer of 2000. Some ƒ210 million are
available until 2010 for the promotion of this sector. As an example, BioCity Leipzig, which has just been
completed at the beginning of this year (2003), is a joint Land/city/university project which will oVer oYce
and laboratory space to some 25-30 companies. The city of Leipzig has recently set up a ƒ74 million venture
capital fund from the proceeds of privatisation. There are now some 60 biotech related and medical
technologies companies in the area of Leipzig.

7. A Success Story: Bavaria

“OVensive Zukunft Bayern” 1994–99 (Future OVensive Bavaria)

In 1994, the Bavarian State Government launched the “OVensive Zukunft Bayern”, an initiative to
improve its technological competitiveness and promote science and research and new technologies. The
Bavarian State invested some ƒ2.85 billion in proceeds from the privatisation of Bavarian government
holdings under parts I and II of this programme, which covered the period 1994–99. The bulk of the money
(some ƒ2.5 billion) was spent on some 80 projects in the following areas:

(a) Education, research, innovation and information and communication technologies (ƒ1.35 billion);

(b) Start-ups, promotion of SMEs, improvement of infrastructure (ƒ426 million);

(c ) Labour market and social issues (ƒ364 million);

(d) Environment and new sources of energy (ƒ350 million);

(e) Culture (ƒ336 million).

ƒ1.35 billion for OVensive Zukunft Bayern—Part III

In October 1999 the Bavarian Government announced that it would invest a further ƒ1.35 billion of
privatisation revenues in the third phase of the programme starting in 2000. This third phase, the “High-Tech-
OVensive”, focuses mainly on creating high-tech clusters in biotechnology, IT and new materials, on regional
support and on incubator and infrastructure programmes. Most of the funding—ƒ1.2 billion—is devoted to
four main areas:

(1) Creating world class high-tech centres (ƒ650 million), of which:

life sciences: ƒ345 million

IT: ƒ127 million

New materials: ƒ111 million

Environmental Technologies: ƒ28 million

Mechatronics: ƒ40 million

(2) Qualifications, incubator and infrastructure programmes (ƒ265 million);

(3) Sub-Regional support (ƒ180 million);

(4) Export promotion, international activities of universities and international technology partnerships
(ƒ65 million).

In order to translate its ambitious high-tech programme into practice, the Bavarian government set up
several key support agencies:

Bayern Innovativ is an innovation and technology transfer centre established in 1995. The company co-
ordinates the Bavarian Technology Transfer Network and operates a number of projects of strategic
importance to the Bavarian economy. Its main task is to facilitate the transfer of results from science and
research into innovative products and processes. It provides SMEs with access to new technologies and
potential partners for co-operation. It also supports companies and research establishments in getting access
to EU funding programmes for R&D. In 2000, Bayern Innovativ had a total budget of ƒ8.3 million. The
Bavarian State government allocates the company a yearly basic budget of ƒ3.8 million. Some ƒ1 million
additional income was generated through provided services and fees. Project funding in 2000 amounted to
ƒ3.5 million.

BioM AG was launched in 1997 as a joint initiative of the Bavarian government, industrial companies,
banks, and scientists. In this year, the Munich biotech region received ƒ25 million as the winner of the
German Federal Ministry of Education and Research (BMBF)’s BioRegio competition. BioM was conceived
as a service company and the main coordinator of the various BioRegio tasks. One of its main goals is to
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support start-ups. The company oVers consulting, business location marketing, public relations and financing
services. In 2000, BioM provided eight companies with seed financing. BioM is one of the factors that have
made a significant contribution to the success of the Martinsried biotech cluster near Munich.

Evaluation of the Programme to Date

The Bavarian government has recently presented a positive evaluation of the mid-term results of its “High-
Tech-OVensive”. More than 40 per cent of the ƒ1.35 billion programme has already been invested in 270
projects focusing mainly on regional development and on creating world-class high-tech centres. The
Bavarian government has also announced that a remaining ƒ13 million will be invested in new projects
focusing on e-government, biotechnology and engineering.

The sub-regional support programmes (worth ƒ180 million) have been assessed by the Bavarian
government as especially successful. The Munich area has become a major technology centre and is the
location of the Martinsried red biotech cluster, one of the largest in Europe. The Nuremberg area has also
improved its technological competitiveness and ranks fourth in the current PROGNOS (European centre for
economic research based in Basel) list of 97 main technological areas in Germany. Bavaria is home to 40 per
cent of the German software companies and to some 180 biotech companies.

February 2003

Memorandum by The British Embassy in Tokyo

Regional Policy in Japan and its Focus on Science and Technology

Executive Summary

Japan’s R&D level of activity, second only to the USA is huge. Industrial R&D has always dominated
(around 80 per cent of the 16.5 trillion yen national R&D spend) and thus decisions on where to locate key
centres of R&D have been dominated by company decisions rather than public policy. Nevertheless central
government has had some element of regional policy on establishing national R&D resources and this has
become more important as the public sector R&D investment has been increased substantially and is on its
way to being raised to one per cent of GDP by 2005.

This note thus looks at the background to Japan’s policy on regional science and technology promotion
from the 1970s with the creation of “Science Cities” to the current emphasis on encouraging existing or
creating new “clusters” Central to the latest policy is to strengthen the relations between public sector R&D
in universities and institutes and industry.

Contents

1. Background

1.1 Japanese Regional Structures

2. Regional Elements of Science Policy

2.1 History

Regional Science Promotion Programme

3. Present Policy

3.1 Science and Technology Basic Plan and Clusters

3.2 MEXT Clusters

3.3 METI Clusters

4. Analogues to UK RDAs

5. Comment

1. Background

1.1 Japanese Regional Structures

Japan’s primary regional unit is the prefecture. Forty-seven of these have their own regional government
assembly and local tax raising powers. In addition there are metropolitan governments of Tokyo, Osaka etc.
with their own assembly and local revenue raising powers. In terms of regional administrative units of certain
government departments however, a diVerent unit is used—that of the region. Thus the Ministry of Economy
Trade and Industry (METI) has eight regional oYces (see Figure 1) each with its own regional oYce and staV.

The regional groupings exert an influence on policy and expenditure through two mechanisms. Firstly
through their own decisions using locally-raised revenues or devolved responsibilities. Secondly in influencing
the regional nature of national spending projects. The most significant of these is the budget allocation for
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major infrastructures (roads, rail, earthquake and erosion prevention, coastal defence schemes etc.) where
budgets came from the Ministry of Land, Infrastructure and Transport (see Box 1).

Okinawa

Shin-etsu/
Hokuriku/ Tokai

Hokkaido

Tohoku

Kanto

Kinki
Shikoku

Chugoku

Kyushu

Figure 1: METI (and MLIT) Regions of Japan

Box 1 National and Regional Budget Allocations in Japan
The Japanese national government’s budget consists of two parts, a General Account Budget and a

Special Account Budget. The General Account Budget is allocated to regions as “regional grant” as well as
various central government ministries to run various programmes (see table below). The Special Account
Budget consist of budget accounts that source special taxes as revenues and is earmarked for special
purposes (ie Road taxes are “special” taxes that got to “Special Highway Account” and are dedicated to
highway development). For the purpose of regional industry policy, only the General Account Budge is
referred.

General Budget FY 2002 (in trillion yen) per cent

General Budget Total 81.23 100%
Regional Grant 17.116 21%
National Bond 16.6712 21%
MLIT 7.3495 9%
MAFF 2.8228 3%
Defence Agency 4.9557 6%
MHLW 18.6684 23%
MEXT 6.5798 8%
Other 7.171 9%

The two most significant Departments with a Regional focus are METI and MLIT. In FY 2002, METI’s
total general account budget was 464BY of which 48.3 billion was spent on Region-related measures (10.4
per cent) and 35.3 billion was spent on “Industrial Cluster Plan” related projects (see later). Other Region-
related funds get allocated through other bodies like Small and Medium-sized Enterprise Agency.

MLIT is the only other government department that has regional bureaus. MLIT has eight Bureaus
(Tohoku, Kanto, Hokuriku, Chubu, Kinki, Chugoku, Shikoku, Kyushu) plus the central Ministry’s
Hokkaido Bureau looking at Hokkaido directly. MLIT’s main regional development budget is allocated
through “Urban and Region-related Budget”. In FY 2002, 1,839 billion yen was attributed to “Urban and
Region-related Budget” which includes urban and regional development projects (not including highway
and railway projects).
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2. Regional Elements of Science Policy

2.1 History

Japan’s regional industrial policy as directed through METI and its predecessor MITI, can be divided into
the following four stages.

— Post-war–1970: Promotion of heavy industries in coastal areas

— 1970s–1995: Promotion of regional dispersion (regional technopolis)

— 1995–2001: Prevent of crowding-out eVect and support for the development of new growth areas

— Support for the development of world-class regional industries and businesses

The period of regional “technopolis” is well illustrated by the creation of Tsukuba Science City in the 1970s,
since when a number of regions have sought to have their own “science capital” or “science city”. Regions
have also bid against each other for attracting large infrastructure projects such as synchrotrons, major large
physics investments or more recently the big investments in life sciences. Many of these have seen substantial
investments into equipment and infrastructure in the hope that secondary economic development will follow
in terms of companies using the central facility or supplying services or other “cluster” eVects.

The term “technolopolis” because quite fashionable and major scientific investments were seen as creating
a nucleus around which a thriving economic technolpolis would emerge. The reality has been somewhat
diVerent however and there are many large public investments which have not lead to any significant
synergistic eVects on the local economy. For instance the Spring8 synchrotron built in Harima is next to a
large development called Harima Science City where very little secondary investment has flowed and central
facilities such as schools remain very under-utilised.

On the other hand some developments involving a partnership between regional and national governments
have succeeded in considerable economic developments. One example (see Box 2) is in the Kansai area where
Osaka, Nara and Kyoto municipal governments are collaborating in a very major development.

More recently the government has moved towards a more systematic and centrally driven approach to
regional science and technology policy where METI and MEXT are the departments most involved.
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Box 2 Regional Science Park Initiatives

TRI(Osaka)

Tri Osaka is one of the largest research institutes to be operated by local government in Japan and was
intended to follow the same model as MIT and Stanford Research Institute in USA in providing a centre
for innovation and technical for local and regional industry. The present laboratory was completed in
April 1996 and houses 180 TRI researchers with a very impressive range of equipment in the following
fields.

Electro magnetic wave anechoic chamber

Climatic chamber

Many advanced materials characterisation machines

Semiconductor manufacturing equipment

Higher precision surface coating and testing machines
Key equipment includes high energy iron beam analyser, analytical electron microscope, secondary iron

mass spectrometer, ex-ray photo-electronics spectrometer, 3D imaging surface structure analyser, surface
roughness tester, laser abrasion thin film apparatus and mass spectrometers.

The main priority is to provide technical advice and R&D support to small and medium-size companies
within Osaka Prefecture. (64 per cent of manufacturing goods are accounted for by SMEs). Companies
obtain subsidised cost access to TRI’s equipment and can also second staV to work at TRI for joint
projects. In this way TRI’s 180 staV have been supplemented to total 400 through secondments both from
companies and universities.

One major project in which TRI is involved in the national basic tera optical information technologies
project funded by NEDO. This is a collaboration between many of the Osaka based opto-electronics
industries, Kyoto and other universities, with the actual collaborative research area within TRI. The
project is aiming to develop terabit speed optical information handling systems to process, store and
transmit data. The project covers not only the basic research on handling high speed data, but also design
a fabrication of the necessary optical elements, high resolution and high precision processing technologies
and optical devices materials R&D.

TRI also runs public competitions to develop new products or markets and those deemed to be the most
promising can attract support for their development. For instance a local polymer company was given
assistance to develop a new market in shock absorbers for its materials. Such ideas are also eligible for
other Osaka prefecture joint venture funding (this year three billion yen (£20 million) is available).

Kansai Science Park

Kansai Science is another regional development, though on this occasion a collaboration between
Kyoto, Nara and Osaka prefectures. This is a very large project still in development somewhat akin to the
development of Tsukuba Science City many years ago. So far the main research and technology facilities
within Kansai Science Park are the following:

— Advanced Telecommunications Research Institute International (ATR) (1989)

— Ion Engineering Centre (1990)

— Research Institute for Innovative Technology for the Earth (RITE) (1993)

— Experimental Centre for Next Generation Communications Networks (FMMC) (1994)

— Advanced Proton Research Centre (1997)
The overall development has so far built up to 50 per cent of the planned 410,000 residents with around

30 per cent of the planned science and related facilities built (this includes a number industrial R&D centres
such as NTT and Kyocera), with a further 33 per cent under development.

Overall, Kansai Science City is home to over 70 facilities and more than 4,000 researchers and a number
of the research investments have specific industrial connections located nearby. Examples are ATR and
New Generation Information Network—connected with NTT Fundamental Science Research Institute
and NEC’s Kansai Research Institute.

Kyoto Institute of Agricultural Biotechnology—connected with BAYER Yakuhin Central Research
Institute and Santen Pharmaceuticals.

On environment RITE is linked with Sumitomo Metal Industries Higher Quality Life Research Centre
and Canon’s Research Institute of Ecology.

The Ion Engineering Centre, the Electronics Laser Research Institute and the Proton Research Centre
are connected with Kyocera Central Research Institute, Shimazu Corporation Basic Technology Research
Institute and Matsushita Electrical Industry Co, Central Research Institute.
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2.2 Regional Science Promotion Programme (RSP)

In fiscal 1996, the Ministry of Education, Culture, Sport, Science and Technology (MEXT) launched a
programme called Regional Science Promotion Programme (RSP) to support regionally-based research. The
main focus was to provide science and technology coordinators to create information networks and to
cultivate research results and technological “seeds” obtained from universities. The Japan Science and
Technology Corporation (JST) manages the programme which has two main parts—a “Network
development service” and a “Research and technological development service”. Budgets for fiscal 2002 and
2003 are as follows:

The budget allocated for fiscal 2002 and 2003 unit: million-yen

Fiscal year Network development service Research and technological Total
development service

2002 300 700 1,000
2003 0 600 600

2.2.1 Co-ordinator for network development service

A co-ordinator nominated by JST manages the network development by building an information network
for capable researchers, identifying technological “seeds” and organising fora to disseminate technologies.
The JST allots 40MY (£210,000) for each foundation and continues to support the foundation based on four
year contracts. The service will terminate in fiscal 2003. The Foundations chosen by JST are;

Fiscal 1998 Aomori Support Centre for Industrial Promotion
Toyama New Industry Organisation
Fukui Industrial Support Centre
Gifu Research & Development Foundation
Keihanna Interaction Plaza Inc
The New Industry Research Foundation
Industrial Promotion Foundation of Okayama Prefecture

Fiscal 1999 Fukushima Centre for Industrial Promotion
Nagano Prefecture Techno Foundation
Shimane Industrial Promotion Foundation
Tokushima Industrial Technology Corporation
Yamagata Industrial Promotion Foundation
Saga Prefecture Regional Industry Support Centre

2.2.2 Co-ordinators for Research and Technological Development Service

Co-ordinators nominated by JST are responsible for cultivating research results and technological seeds
obtained at universities and research organisations, evaluating the practicability of such results and bridging
them for technology transfer programmes run by the JST. The JST allots 80 million yen (£420,000) for each
foundation and continues to support the foundation based on five year contracts. The service will terminate
in fiscal 2006. The Foundations chosen by the JST in fiscal 1999, 2000 and 2001 are:

Fiscal 1999 Northern Advancement Centre for Science and Technology
Aichi Science & Technology Foundation
Osaka Science and Technology Centre
Fukuoka Industry, Science and Technology Foundation

Fiscal 2000 Iwate Industrial Promotion Centre
Yamagata Public Corporation for the Development of
Industry
Kanagawa High-Technology Foundation
The Shizuoka Organisation for Creation of Industries

Fiscal 2001 Gunma Small Business Promotion Agency
Mie Industry and Enterprise Support Centre
Kochi Industrial Promotion Centre
Kumamoto Technology and Industry Foundation

The impact of the RSP in each area/Foundation are evaluated periodically by a committee consisting of
13 members selected from industry and academia, based on reports submitted by the seven local governments.
Table 1 summarises activities during the first five year research period.
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Table 1

RESULTS DURING THE RESEARCH PERIOD (5 YEARS)

Prefecture No of fora No of research No of research No of research
organised studies set up tasks projects related to

MEXT or METI

Aomori 6 26 37 8
Toyama 17 63 22 12
Fukui 9 31 23 3
Gifu 29 47 27 3
Kyoto 13 126 34 6
Hyogo 7 141 41 15
Okayama 5 160 35 2

Overall, the committee commented that:

(1) The RSP project is well managed and getting the results expected.

(2) The evaluation committee expects research co-ordinator (appointed by the JST) to manage personnel
education, vitalisation in local industry, collaboration and research exchange and propagation of research
results in near future.

(3) It is important to take action on personnel education schemes.

The committee also carried out more specific evaluations for each prefecture as summarised in Box 3.

Box 3 Specific Comments on Activities in Prefectures

Aomori Prefecture: Research period (1998–2001)
— It is valuable to pick up research themes related to local industries including waste chip materials,

food and biochemistry.
— However, the committee expects Aomori prefecture to consider establishing research projects on

fuel cells and optical communication parts, which are competitive technologies well known in
the world.

— The committee also expects Aomori prefecture to take action on industrial strategies on
intellectual properties.

— The committee expects Aomori prefecture to expand relationship between academia, industry and
local government organisation based on the RSP activities conducted during the last four years.

Toyama Prefecture: Research period (1998–2001)

— It is interesting to know that an establishment of Toyama Bio-Valley at Toyama New-century
Industrial Foundation as headquarters to promote cluster creation business relating the RSP.

— A research co-ordinator conducted self-assessment at the end of the project. The co-ordinator has
taken action to promote educating younger researchers and research co-ordinators as well.

Fukui Prefecture: Research period (1998–2001)
— Fukui prefecture has participated in Tokai-region five-prefectures forum to promote RSP

businesses to expand their network. It is also notable that Fukui prefecture has positively
participated in radio programme to disseminate the RSP.

— The evaluation committee expects Fukui Prefecture to continue to support small and medium
enterprises using the results of the RSP programme.

Gifu Prefecture: Research period (1998–2001)

— The evaluation committee expects Gifu prefecture to continue to vitalise local industries based on
the result of the RSP programme.

Kyoto-Fu: Research period (1998–2001)

— Kyoto-fu has decided to create society applying new technologies with logo “Eco-life” as key
word. The major research fields selected by Kyoto-fu were biology, material and information.
Kyoto is well known as culture-oriented society and is very close to Keihanna Industrial and
Research Zone.

Hyogo Prefecture: Research period (1998–2001)

— A key research station called NERO provides good facilities to support the RSP programme. The
evaluation committee expects Hyogo Prefecture to develop further innovation businesses.

Okayama Prefecture: Research Period (1998–2001)

— Science and technology coordinator had very close vision to establish the RSP programme to meet
requirements from industry. The evaluation committee however, found that the co-ordination
was based on co-ordinator’s personal interests.
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3. Present Policy

3.1 Science and Technology Basic Plan and Clusters

Japan’s national science policy progresses through a series of five year national plans. The first (1996–2001)
focused primarily on increasing public investment in R&D and doubling public sector spend (to a total of
17.3TY) (£90 billion) over the plan’s five year period). The second plan (2001–06) focused on a number of
additional targets including increasing competitiveness and technology transfer, but also includes a special
programme for regional improvement of the S&T environment.

This new policy is to establish regional “intellectual clusters”, defined as “a regional system of technological
innovations in which a public research organisations use their R&D potential and other unique abilities to
lead companies in and around the particular region”. In particular, the policy aims to use human resource
networks and collaborative researchers to foster interaction between technological “seeds” of the public
research activities and business “needs” of regional companies.

The above regional policy is set against the backdrop of existing policies on encouraging technology
transfer from public research to industry under the Technology Licensing Organisations (see Report
“Innovation in Japan, a summary of current government policy—http:·www.globalwatchonline.com)).
TLOs have been established on a local and regional basis (e.e Tohoku Techno-Arch, Kansai TLO etc) but
the cluster policy has a more overt regional focus.

3.2 MEXT Clusters

To implement this new policy, MEXT invited local governments to make proposals for various clusters in
diVerent technologies and these were then evaluated for technological and commercial feasibility before
selecting 12 clusters in 2002 for investment into diVerent fields. The cluster programme is intended to build
on existing strong centres of local academic or government institute R&D capability with a record of good
industry-academia collaboration. The government funds (around 30 million for FY2002) are intended to
provide some strategic direction and necessary support services, such as science and technology expert co-
ordinators, patent lawyers, collaborative research, incubators etc. The results of the first competition are in
Table 2.

Table 2

LOCATION OF MEXT CLUSTERS

Location Subject/Field

Sapporo, Hokkaido Development of embedded IT systems
Sendai Next generation photonics, wireless system and communications
Nagano Ueda Smart device project
Hamamatsu Optoelectronics and imaging systems
Kyoto Nanotechnology and advanced nano-processing. Next generation light sources
Kansai Science City Genomic analysis, plant production systems for protein, man machine interfaces
Kobe Stem cells technologies for clinical application, tissue engineering
Hiroshima Bio technologies
Takamatsu Research involving rare sugars
Fukuoka Low energy and other next generation system of chip architectures
Kitakyushu New structure LSls
Toyama Takaoka Medical Bio Cluster
Hikawa High technology sensing
Gifu Ogaki Robotics and virtual reality
Nagoya Nanotechnology
Ube Medical innovation
Tokushima Health and medicine

3.3 METI’s Industrial Cluster Plan

In parallel with MEXT’s focus on creating clusters around Research Centres of expertise, METI is
following a similar strategy from the industrial direction. Their “Industrial Cluster Plan” aims to foster local
clusters of industry through the activities of “Regional Bureaus of Economic Trade and Industry”. These
RBETIs are charged with creating human networks between academia, companies and regional governments
and also developing local policy measures related to R&D funding priorities.

METI’s budget for FY2003 is 38.5 BY (around £150 million) and this is being used to encourage cluster
developments in all of the Japan regions (see Figure 1). RBETIs are meant to be active mediators between
business and academia by collecting development needs of local companies and bringing these together with
technology seeds from universities. The units also can then provide R&D funding on a regional basis to
encourage local solutions to local needs (see Box 4).
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Box 4 Activities of RBETIS
— exchanging technical and other information between local companies, universities and public

research institutions including developing databases, web pages etc;
— providing a location for exchange/collaboration eg workshops, seminars etc;
— encourage and support collaboration between local companies and universities and between

companies in R&D, new product development, market research etc;
— promote regional R&D initiatives such as consortia of companies, universities and public research

institutes to develop new technologies, and support regional companies on R&D and innovation
projects; and

— developing business incubators to help start up businesses and also to provide advice and expertise
on developing business start ups.

The national programme across all regions was based on a pilot initiative in the Kanto area (KBETI).
Evaluation of the eVects of KBETI’s activities reached the following conclusions:

— the rate of success in producing new businesses based on government-supported R&D was three
times higher in the KBETI region than the national average;

— participants reached 265 companies, 27 universities and three public research institutions;

— various seminars and workshops attracting more than 5,500 participants; and

— the association web pages and associated information sources received 50–300 enquiries per day.

The current initiative is being expanded to 19 projects distributed throughout the Japanese regions which
are expected to involve 3,700 SMEs and 190 universities (Table 3). The companies participating generate
around 12 trillion yen of sales each year and account for four per cent of the Japanese manufacturing sector.

Table 3

METI CLUSTERS

Region Cluster Name Fields

Hokkaido Hokkaido Super Cluster Promotion Project IT, bio technology
Tohoku Industry Promotion Project for Ageing Service and medical support for old age

Society living
Tohoku Industry promotion Project for Recycling Clean energy and recycling

Oriented Society
Kanto Local Industry Vitalisation Electrical/communications technology

Biotechnology start ups instrumentation
Information Technology Venture Instrument, Bio

Transport and comms systems
Chubu Tokai, Hokuriku and Digital Bit Industry Precision instrumentation, materials,

Creation Projects pharmaceuticals, life science. Software,
digital media, publishing etc

Kinki Bio and Tissue Engineering. Active Bio, IT, new energy, ship-building recycling
Manufacturing Industry Support
Information Technology Business
Energy and Environment Cluster

Shikoku Techno Bridge Project Health industry, environment protection
Kyushu Recycle/Environmental Industry. Silicon Recycling, IT and associated equipment

Cluster (eg liquid crystals)
Chugoki Machinery Industry Innovation Recycling Auto and shipbuilding, recycling

oriented industry technology
Okinawa Cluster Industry Promotion IT, health care industry, environment

industries

4. Regional Analogues to the RDAS

Some of the functions of the RDAs are carried out by the following organisations.

JETRO: Japan External Trade Organisation (JETRO) is a quasi-governmental organisation whose work
is focused on overseas trade and investment promotion and regarded as counterpart of British Trade
International. JETRO has 38 oYces throughout Japan that provide information and advice on potential
trading partners as well as regional investment environment. These perform some of the functions carried out
by the RDAs (eg JETRO regional oYces are now working with METI Bureau and Prefectural Governments
on inward investment promotion) and Business Links in the UK (the regional SBS network provides advisory
services akin to Business Links).
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SME Agency: Small and Medium Enterprise Agency, external agency of METI leads in implementation
of SME aspects of METI’s Industrial Cluster Plan (see Section 3.3). Each of METI’s regional bureau plus
Cabinet OYce’s Okinawa bureau has SME departments that work in this area in conjunction with other
regional bodies.

Prefectural Government: Each 47 prefectural government has a commerce and industry department that
deals with promotion of trade and investment in their respective region in conjunction with other regional
bodies. Prefectural governments are often the builders and owners of regional industry and science parks
which they operate with subsidy from the central government.

5. Comments

Many of Japan’s regions depend heavily on central government finance for support of their local economy,
In the past, this has depended very much on big national projects—particularly infrastructure such as road
and rail, but science projects have also had a role. Because of their limited number however, these have
historically had a patchy distribution—for instance Tsukuba Science City in Ibaraki prefecture and the
Spring 8 synchrotron at Harima in the mountains west of Kobe. During the 90’s such national projects were
also supplemented by more local initiatives—primarily in the already technologically developed areas in the
Kansai—to harness synergies between companies and also to try engage companies more with public sector
research institutes and universities. However, the current situation remains that Japan’s companies are much
more independent of R&D links with universities than is the case in the UK.

Japan does not have the equivalent of the UK RDAs so the development of more coherent regional science
and technology policy has depended more on central decisions. The original Regional Science Promotion
programme (see above) coincided with the start of the first Basic Plan on science and technology. The more
comprehensive current policy of encouraging synergy between R&D activities in universities and research
institutes and in companies has featured particularly strongly since the second Basic Plan. They seek to use
funds for networking and a limited amount of facilitative R&D to try and create better linkages transfer
between public sector research and industry.

These regional cluster programmes to some extent overlap with other initiatives. For instance the role of
the Technology Licensing Organisation is very much that of matching research “seeds” with industrial needs
through the activities of the TLOs. Equally the METI Hiranuma Plan to create 1,000 venture businesses from
university research spin-outs by 2004 employs similar approaches to that of the cluster policy. There may be
some duplication and overlap between functions which is not yet fully resolved.

February 2003

Memorandum by the British Embassy in Washington DC

Regional Science: A Perspective from the USA

1. Thank you for inviting us to contribute to the Sub-Committee’s inquiry. The following is a first pass
and a commentary on what is a huge question. We would be pleased to provide more information on any
particular aspect of the US picture that would be of interest.

2. The US research base is immense, with expenditure of around $264 billion in 2000. Federal funding for
research accounts for around $76 billion of this. States and regions compete vigorously to bring and keep
federal funding to their institutes, and to attract industrial research funding, as part of their economic
development plans. A variety of diVerent State or city level measures are used to encourage such development.
I provide below two particular examples where States are supporting and exploiting their research base as a
central plank of their economic development plans.

3. The Georgia Research Alliance is an interesting example of the way in which regions are looking to
harness the economic potential of their universities. The web site www.gra.org gives all the details. In a
nutshell, the alliance was formed in 1990 when Georgia felt it was missing out on the development of a more
high-tech economy. The alliance’s mission is to foster economic development within Georgia by developing
and leveraging the research capabilities of the research universities within the state, and to assist and develop
scientific and technology-based industry, commerce and business.

4. The alliance is a public-private partnership between the state’s research universities, the business
community and state government. The State of Georgia has invested $242 million in the alliance in the last
decade through research and development programmes at the six member universities, matched by $65
million in private funds. This investment has helped to attract over $600 million in additional sponsored
research. At the heart of the programme has been the luring of 32 “eminent scholars” to chairs at Georgia
universities. These scholars serve as a magnet for economic activity, as technology based companies seek to
form alliances with the leading scientific talent, often resulting in the location of corporate R&D labs and
operations.
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5. The research programmes focus upon advanced communications, biotechnology and environmental
technologies, around which inter-disciplinary research groups have formed. There are a series of technology
development centres and partnerships to support the commercialisation of research from the universities.

6. The State estimates that the alliance has doubled state university R&D expenditure over the last decade,
increased the volume of university-industry research 800 per cent, and moved Georgia into the top 10 states
in venture capital funding. Georgia today leads the US in high-tech job growth.

7. A second example worthy of note is the New York State OYce of Science, Technology and Academic
Research (NYSTAR). Again, the web site www.nystar.state.ny.us gives further details. Created in 1999 by
Governor Pataki, the agency is charged with growing New York State’s investment in high technology
research and economic development, and turning that investment into new jobs.

8. A central element of NYSTAR’s mission is the recognition that the State’s world-class public and
private research universities and academic centres are powerful economic development engines. It’s objective
is to use the research facilities of the State to attract “a critical mass” of nationally-recognised researchers,
generate significant new research funding, spur the establishment of spin-oV companies, and increase the
development and transfer of technology from the research lab to the market place.

9. NYSTAR initiatives include $250 million to support major upgrades of research facilities and other high
technology and biotechnology capital projects to create new centres of excellence. These initiatives are
expected to leverage a 3:1 ratio in new private sector and other contributions, to provide more than $1 billion
in total new investment. NYSTAR also provides $225 million for more targeted support for new high-tech
and biotechnology facilities of more immediate commercial potential.

10. A key role of the recently expanded network of science and technology attaches in the Embassy and
Consulates around the US is to help trade and investment colleagues tap in to the US research base, with a
focus upon those technologies and institutes of strategic interest to the UK, and to support the building of
partnerships with the UK research base. We see the regional development agencies and those representing
the devolved administrations as important stakeholders in this work.

11. All of the UK regional development agencies are active in the US. All but one—London—has
representation here. All are keen to promote themselves as trade and investment partners for the US. We
believe that the research base of local universities and research institutions is an important part of what a
region has to oVer. Links between the respective research bases in each country can be the seed for a wider
commercial and political relationship between regions. For example, the recently established partnership
between a cluster of life science institutions around Houston and London is leading to a wider focus upon
technology transfer and the use of venture capital. We are keen to support more such relationships.

12. We are supporting a number of the UK development agencies in promoting their science and
technology base as part of their trade, investment and public diplomacy eVorts. For example, the science team
in the Consulate General in San Francisco has been working with the East of England agency in developing
a plan to build regional links in nanotechnology. The Boston Consulate General has similarly supported the
Welsh and Scottish agencies in missions to promote their strengths in biotechnology and microelectronics.
We are also keen to build upon existing institutional links, between for example MIT and Cambridge
University, and Miami and CardiV universities, as part of a wider engagement.

13. For this to work, the development agencies need to develop a clear sense of what distinguishes their
research base from those elsewhere in the UK and, indeed, Europe. The CD-ROMs produced by the Welsh
and the North East of England agencies profiling their centres of excellence are a useful first step. Regional
research strengths are an important part of our promotion of the UK as a whole. We need a seamless
presentation of each, to avoid sending conflicting and competing messages: if every region claims to be the
best in the UK for biotechnology, we all suVer from the consequent loss of credibility. Indeed, the scale of
the US research base means that it sometimes makes more sense for the various UK development agencies
to work together in presenting the UK collective strengths. For example, the expenditure on biotechnology
research in the UK, at around $1.5 billion, is roughly the same as that for the greater Boston area.

March 2003

Memorandum by The British High Commission in Ottawa

A CANADIAN PERSPECTIVE ON REGIONAL SCIENCE POLICIES AND PRACTICES

1. Canada has a federal and a provincial system of government, with considerable power residing with
Canada’s 13 provinces and territories. Education, for example, including universities, is a provincial
responsibility, while innovation and science are federally led. What follows highlights some of the federal,
provincial, regional and municipal structures which aVect science and regional development.

2. It should be noted in the context of regional development that Canada is a huge country, 40 times the
size of Britain. Provinces are often considerably bigger geographically than the UK, with major cities
hundreds of kilometres apart.
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Federal

3. At the federal government level, Industry Canada—the Canadian federal industry ministry—is the
government department responsible for business and science (it should be noted that though Industry Canada
is responsible for the science granting councils which fund much science research in universities (using
competitive funds), many other federal government departments also have science remits—including
Agriculture Canada and Natural Resources Canada which undertake science research in their own labs
distributed across the country).

4. Industry Canada is behind Canada’s recent “Innovation Strategy” (www.innovationstrategy.gc.ca/
cmb/innoation.nsf/pages/index), devised after a lengthy and detailed consultation with stakeholders,
including industry and academia at the city, regional and national level, and culminating in a National
Innovation Summit in November 2002. Alongside improving research and development and building a
skilled workforce, one of five key themes to emerge from the consultation has been the notion of
“strengthening communities”, that is ensuring that all Canadian communities address “Innovation and
Learning challenges”. Among priorities is supporting the formation of clusters by fostering the development
of local kernel research institutes.

5. Under the Industry Minister are several national and regional organisations which fund science-
oriented initiatives at a regional level in a bid to boost economic growth in those regions. These include
Canada’s regional development agencies and the National Research Council.

Regional Economic Development Agencies

6. Canada boasts four Regional Economic Development Agencies:

— Western Economic Diversification Canada (WD, www.wd.gc.ca);

— the Atlantic Canada Opportunities Agency (ACOA, www.acoa.ca);

— Développement Economique Canada (DeC, www.dec-ced.gc.ca) which covers Quebec; and

— the Federal Economic Development Initiative for Northern Ontario (FedNor, http://
fednor.ic.gc.ca, governed slightly diVerently to the other three).

7. These are federal agencies reporting ultimately to the Industry Minister, however each is headed by its
own minister of state. Each uses federal funds to promote economic development in its region. Their strategies
are defined from the federal level, however the “bottom-up” influence from the regions is constantly fed into
the strategy. Innovation and science are high among their priorities. They often work closely with the
provincial governments.

8. The Atlantic Canada Opportunities Agency is the federal government agency responsible for helping
build economic capacity in the Atlantic Provinces (New Brunswick, Nova Scotia, Newfoundland, Prince
Edward Island) and one of these agencies. It was created in 1987 and is focused on creating economic growth
through innovation, research and development, entrepreneurship and business skills development, trade and
investment promotion, community economic development and building the region’s infrastructure. Among
its programs is the Atlantic Investment Partnership introduced in 2000 to help the region benefit from the
knowledge-based economy. This includes the competitive, C$300 million Atlantic Innovation Fund, which
is designed to strengthen the regional economy through accelerating the development of knowledge based
industries.

9. The Atlantic Innovation Fund provides funding for R&D projects in the area of natural and applied
sciences, humanities and social sciences, where these are explicitly linked to the development of technology
based products or commercialisation. It particularly focuses on the region’s existing strengths such as
aquaculture, IT, ocean technologies, environmental technologies and health and medical technologies.
Around three-quarters of projects come from universities, one-quarter from the private sector though
collaboration between private and public sector is encouraged. Part of the objective of the funding is to help
Atlantic Canada universities and businesses leverage more national money from initiatives such as the
Canada Foundation for Innovation (see on).

The National Research Council of Canada

10. The National Research Council (NRC, www.nrc.ca), which comes under the Industry Minister’s
portfolio, is a major performer of science research in Canada with around 20 labs across the country. In recent
years it has made building regional technology clusters one of its five strategic pillars (see Vision 2006,
www.nrc-cnrc.gc.ca.aboutUs/corporatereports/vision2006/index e.html).

11. The NRC’s Biotechnology Research Institute in Montreal and its Plant Biotechnology Institute in
Saskatoon have developed around them clusters of like industry. Following on the success of these two
institutes in boosting the local economy, the NRC is attempting—with considerable Federal support—to
create other regional clusters around laboratories. This includes creating a nanotech cluster in Edmonton and
a fuel cells cluster in Vancouver. What is being stressed is the need to identify first what is regionally
appropriate by looking first at the existing SMEs in a region. For example, a survey of existing businesses has
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led the NRC to create an e-commerce research lab in Fredericton in New Brunswick. Consulting with local
business and universities is seen as crucial before a lab is considered, as is including an incubator in the
research institute. The policy of attempting to build technology clusters around research labs is still quite new.
Whether clusters can really be built is still regularly debated. The success of the policy is still to be seen.

Canada Foundation for Innovation

12. Until 1997, the federal government had limited ability to aVect the policy direction of Canada’s
universities which are, for the most part, provincially funded (though individual academics apply to the
federal research councils (which come under Industry Canada) for funds to undertake specific research
projects). However, in 1997, the federal government introduced the Canada Foundation for Innovation
(CFI), a C$3 billion federal competitive fund to pay for new research infrastructure in universities and
teaching hospitals.

13. Proposals for projects come from the universities themselves, giving them the chance to be strategic in
their direction. The fund requires universities to concentrate on research priorities which they specify and seek
to boost. However, only 40 per cent of costs for a project come from CFI, meaning the universities have then
to seek the remainder, often from their provincial governments. In some provinces, matching funding pots
have been established. In Quebec, universities work with the provinces to decide which projects to submit for
CFI funding.

Others

14. In 2000, federal government established Genome Canada with, to date, C$375 million to spend to
boost Canada’s ability in genomics and proteomics research. Rather than spend the money centrally, five
regional genome centres—with leading edge technologies for researchers—have been established, building
genomics strengths at five core centres from Atlantic Canada to Canada’s west.

Provincial

15. Canadian provinces are governed quite separately from the federal system. Provinces fund the
operating costs of universities, and several provincial governments are also strong supporters of science and
research, with their own science ministries. This is particularly the case in Quebec, Ontario, Alberta and
British Columbia.

16. In Quebec, for example, according to Mark Ferland, from the Ministere de la Recherche de la Science
et de la Technologie, a decision was made in the early 1980s to move towards a technology based economy
(previously the economy had been largely resource based), with a number of policy papers talking about
raising competitiveness. Since then fiscal measures have been introduced at the provincial level (such as tax
incentives for SMEs) to make the province more innovative. A decision was taken to concentrate on the
health sciences. The success of the initiative is particularly seen in Montreal which has developed a very strong
bio community.

17. The Quebec government today puts C$500 million into R&D, compared with C$3.7 billion from the
federal government for the whole of Canada. It has its own science ministry, plus research councils, and seeks
to use provincial money to build critical mass so it is better positioned to leverage federal money.

Municipal

18. Many Canadian cities have their own economic development initiatives. In Ottawa, Canada’s capital,
the Ottawa Centre for Research and Innovation (OCRI, www.ocri.ca), has played a very major role in turning
Ottawa into a high tech hub for ICT and photonics. OCRI is primarily funded by membership (which mostly
includes local companies but also includes academic institutions) and from income from staging events, but
it also receives some provincial and municipal government support. OCRI’s function is not only to market
Ottawa and attract talent, investment and business, but also to facilitate research and development and aid
infrastructure development to build wealth and quality of life in the Ottawa region.

18 March 2003
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Memorandum by the British Library

The British Library welcomes the opportunity to submit evidence to this Inquiry and looks forward to
hearing the Sub-Committee’s conclusions.

1. Introduction

The British Library is well-placed to work with the London Development Agency (LDA) and the other
Regional Development Agencies (RDAs) to develop and exploit Science, Engineering and Technology (SET)
in the UK.

The British Library is an integral component of the national research infrastructure and plays a significant
role in ensuring the research excellence of the UK. It is one of the world’s leading research libraries: over 50
per cent of the Library’s £13.5 million annual acquisitions purchasing budget is dedicated to science,
technology and medical collections, including patents. The Library is a major supplier of information to over
90 per cent of the UK’s top R&D Scoreboard companies (as defined by the DTI) and it underpins research
in higher education institutions (HEIs) in the UK. In addition, 75 per cent of all new registrations for the
Library’s commercial services are from small and medium-sized companies (SMEs).

It has recently become clear that both the LDA and the British Library could make a significant
contribution to science, technology and innovation by working together more closely on an Innovation
Centre and other initiatives in London.

2. The Sub-Committee’s Question “How and To What Extent do RDAs Develop and Exploit Science,
Engineering and Technology (SET) to Stimulate Employment, Employment Opportunities,
Regeneration, Wealth Creation and Improved Skill Levels?”

When members of the parent House of Lords Science and Technology Committee visited the British
Library on 24 February 2003, we took the opportunity to emphasise the Library’s potential to make a major
contribution to science, technology and innovation in the UK, including the development of an Innovation
Centre in London.

We are now pleased to inform the Sub-Committee that we have formed a joint working party with the
London Business School (LBS) and University College London (UCL),—supported by the LDA—to explore
how we can collaborate on the delivery of the London Innovation Centre, described by the LDA as:

“a flagship enterprise that showcases innovation and acts as a reaction chamber for London’s
innovation assets and enterprise”.

The British Library is in a unique position to collaborate on the delivery of the Innovation Centre, for the
following reasons:

— the depth and quality of the Library’s collections and the expertise of its staV would enable it to act
as the “knowledge hub”, providing unparalleled access to information and expertise, to support
SMEs and entrepreneurs from first idea to successful commercialisation;

— the British Library is familiar with, and has close links to, similar successful models in the Library
sector, for example the New York Public Library’s Science, Industry and Business Library;

— the Library’s flagship building, located in the middle of three main railway stations in the
burgeoning Kings Cross area, is well-positioned to support companies and entrepreneurs from a
broad geographical area (for example, 45 per cent of UK SMEs are within 1° hours’ travel of St
Pancras);

— the Library has excellent networks with the academic community and business institutions, such as
the CBI; and thus

— it is recognised by all partners that working with the Library would provide a low risk option, since
it would involve working within an existing well-established infrastructure.

The Library is currently working with the LDA, LBS and UCL to determine how the existing facilities in
its St Pancras building—including conference facilities, seminar rooms and a restaurant and coVee shop—
can best be exploited. The potential for refitting some of the Science Reading Rooms and internal oYce space
to accommodate other facilities, such as “hot-desking”, is also being investigated.

Once established, the London Innovation Centre will be available as an exemplar for the other regions. As
the UK’s national library, the British Library is keen to extend its role as the “knowledge hub” and to engage
in partnerships with the other RDAs in similar initiatives.

In conclusion, the British Library feels that RDAs have an important role to play in developing and
exploiting SET to stimulate employment, regeneration, wealth creation and improved skill levels. With
respect to the Innovation Centre and other similar initiatives, we believe that the RDAs’ main role is to fund
or “pump-prime” relevant projects and to broker relationships between the right organisations to deliver
innovation support eYciently and cost-eVectively.

March 2003
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Memorandum by Dr David Brown, Arthur D Little Ltd

The RDAs play an increasingly important part in the development and exploitation of science in their
respective regions. The interest shown by the Science and Technology Committee is to be welcomed, and I
am pleased to contribute to the Inquiry.

I lead the Technology and Innovation Management practice of Arthur D Little Ltd, the UK member of
the Arthur D Little consulting group. The Company and its overseas counterparts are well known in
connection with the management of R&D and technology for commercial success. Our work with individual
clients and our published texts such as “Third Generation R&D” have been influential in many science and
technology based companies, and methods we developed are now widely taught.

Over the past three years, my colleagues and I have been closely involved with several of the RDAs in
connection with the science base, its links to industrial and business needs, and its fuller utilisation. Although
we continue to work with a number of the RDAs, this submission is made on behalf of Arthur D Little
Ltd only.

The Deployment and Exploitation of SET by the RDAs

Most of the RDAs recognise the importance of science, engineering and technology (SET) to economic
development, both through the creation and growth of science-based firms, and through improved
performance and greater innovation among existing enterprises. It follows that, in the interests of their
respective regions, they should:

— ensure that capacity is developed in key areas of science relevant to important industry sectors;

— increase awareness among firms and entrepreneurs of the commercial potential oVered by the
science base;

— ensure that mechanisms for industry-science linkage are in place, properly co-ordinated and
working eVectively;

— promote their regions as attractive places to invest in, and to build careers in, appropriate fields of
science, engineering and technology; and

— foster a greater enthusiasm and interest in SET among young people particularly.

In our experience, RDAs realise that if these aims are to be realised, they need to start with a systematic,
realistic understanding of the strengths and weaknesses of their SET base and of the current state of science-
industry links. In the past, this understanding has been patchy, often focusing on individual institutions rather
than covering a wider front, and prone to less than realistic aspirations as to what can be achieved given the
skills and resources available and the region’s competitive position. One of the contributions from external
specialists such as ourselves has been to assist RDAs to develop a fuller understanding of these issues, linking
them to industry needs. Once such an understanding has been achieved, the RDAs are then able to lead the
development of a coherent approach to SET exploitation focused on challenging but attainable targets and
relevant to the region’s most important industry sectors. In the Northwest, the creation of a Regional Science
Strategy represents exactly such an approach.

It is common among policymakers and students of innovation to consider the various organisations
involved in innovation and knowledge transfer as components of an innovation system at the national,
regional or sub-regional level. This helpful concept stresses the interaction between the various players
involved and provides a framework for comparing regions and countries. In England, the RDAs are moving
centre-stage as facilitators for the regional innovation system, to the likely benefit of both the individual
regions and the country as a whole.

Allowing Advances in SET to Influence and Inform RDAs’ Strategies

Those RDAs with which we have worked have sought to increase their internal capacity to address science
and technology issues through appropriate recruitment and secondments. They need more than internal
capacity, however. The involvement of partners from the private sector, from the research community and
from public agencies is vital. It has not always been possible to find a suitable forum for developing a
consensus among these parties at the most senior level, and where a “science voice” has been heard, it has
tended to be dominated by the researchers rather than by business.

It was for this reason that when working in the Northwest, my colleague Dr Charles Boulton and I devised
the concept of a Regional Science Council. The Council would represent the most senior stakeholders from
companies with a strong SET presence in the region, universities and other research providers, and the public
sector. The Council was designed to lead the development of a science strategy at regional level; to act as an
influential voice, helping to secure commitment and resources for the science base; to act as an advocate for
science and its role in the regional economy; and to develop an eVective, productive relationship between the
SET base and industry. It was also intended to help focus on a limited number of priorities for action, add
weight to proposals for funding support, and influence the manner in which resources are distributed. The
Council model has been implemented both in the Northwest and in the North East. Other regions have
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adopted or considered adopting a similar model. While we caution against assuming that exactly the same
model will suit all regions, we have been pleased to advise several RDAs on either a formal or an informal
basis.

We felt it important that such a Council should be business-led. Key elements in the success of the model
in both the Northwest and the North East have been the support of the leading R&D-active companies in
the regions, and the willingness in each case of a distinguished and respected figure—Sir Tom McKillop and
Sir Ian Gibson respectively—to chair the Council. Universities and others have played a full part, and indeed
their participation has helped to foster necessary improvements in co-operation between HEIs.

It is worth stressing that in both the Northwest and the North East, the Science Council (in the NE, Science
and Industry Council) is not a stand-alone measure but part of a systematic set of actions to enhance the
ability of the SET base to support economic development. For example in the North East, the
recommendations provided a foundation for the region’s Strategy for Success, launched by the Prime
Minister in July 2002.

With guidance of the quality that a regional Science Council can provide together with a coherent strategy
for exploiting the SET base, the RDA is in a sound position to set priorities, focus on those areas where it
can really make a diVerence, and say “No” when necessary.

Lessons for the Future from RDAs’ Approach to SET

From recent regional experience, several pointers emerge for RDAs and their partners:

Take on a strategic role in building SET capacity

Improved internal capacity and sound strategic guidance from the business and SET community equip the
RDAs for a more central role in relation to the SET base and its links to economic development. In relation
to the science base itself, they should ensure first that capacity gaps are accurately identified—the Northwest
Science Strategy sets out to do exactly this—and then that plans are formulated to fill them. It should be
stressed that the science content of any such plans must be subject to the same rigorous peer review as any
other project, in addition to appraisal for regional relevance: there should be no acceptance of second-rate
science on the pretext of regional importance.

Rationalise outreach mechanisms and focus them on business needs

In relation to science-industry links, such as the outreach or “third mission” work of universities and
PSREs, the role of the RDAs is equally important. Too often, there is a plethora of small, under-resourced
initiatives, all purporting to help reach out to business but focused in practice on income generation for the
parent research organisation, or on administrative compliance with the (frequently inappropriate)
requirements of European or other funding schemes. The RDAs should ensure rationalisation, proper co-
ordination on a regional or sub-regional level, reduction in administrative workload and sharing of good
practice.

Work together across regional boundaries

To take full advantage of SET, there is a continuing need for RDAs to work together. Where the fulfilment
of a regional need requires working with partners from outside the region, there should be no obstacle to
doing so. “Cluster” boundaries do not coincide conveniently with RDA administrative regions, and the
interests of business are often best served by co-operation across two or more regions. For example, the
chemicals industry is particularly important in the three northern RDAs; the justly-admired motorsport
cluster is of importance across several regions in the south and east; and the Northwest aerospace sector
extends into Wales. A strong business voice in the RDAs will encourage the necessary co-operation, avoid
duplication and ensure a common message is delivered to national Government.

Improve the perception and image of the regions

It is essential that in implementing policies on SET, each RDA gives attention not only to the scientific
infrastructure and resources per se, but also to the image of the region and its perception nationally and
internationally as a location for exciting science and technology. This is one reason why “icons” of scientific
endeavour (such as Jodrell Bank in the Northwest) are important above and beyond their immediate
contribution to their scientific disciplines.
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Take a balanced approach to universities and other players

The role of universities in this field attracts much attention and rightly so, but it does tend to be
overemphasised. In terms of expenditure, something like two-thirds of R&D activity is in business, a
significant proportion in Government establishments outside universities, and only the remainder in HEIs.
To concentrate unduly on HEIs is therefore to neglect other, vitally important aspects of the SET base. In
terms of SET exploitation, similar challenges of culture change, staV mobility and so on apply to the
corporate sector as to universities. Spin-outs from corporate parents are as desirable as spin-outs from
universities—indeed arguably more so, since their survival rates are higher, according to recent research.

Increase the role of intermediate institutes

Institutions that play an intermediate role between universities and industry can be of great value in
furthering innovation and technology transfer. Germany’s Fraunhofer Institutes and organisations such as
VTT in Finland are examples. In the UK, such institutes are poorly represented. Private research and
technology organisations (RTOs) are mostly small and often hard pressed for funds, while public institutions
have been reduced in number by privatisation—although OST initiatives to improve outreach from PSREs
are to be welcomed. There is a case for RDAs to consider establishing new, focused institutes to play this
intermediate role, complementary to the universities and other elements of the national and regional
innovation system. Our own work in connection with Daresbury, and in proposing a number of Centres of
Excellence as part of the North East’s Strategy for Success, has helped to show how RDAs can take a valuable
lead. Scottish Enterprise has recently followed in the same vein by announcing the creation of three
Intermediary Technology Institutes, concentrating on Energy, Life Sciences and Communications
Technology and Digital Media.

Deploy funding via the RDAs

From the point of view of national policy, the growth in capability and strategic perspective among the
RDAs fits them for a greater role in the deployment of SET funds. In some large economies, a very significant
proportion of SET funding is channelled through regional bodies—for example data for Germany show the
Länder are responsible for a similar proportion of R&D funding to that deployed federally. In the UK, while
existing mechanisms for national priority-setting and allocation of core research funding on the basis of
scientific excellence should not be challenged, it would be appropriate to deploy additional funding for
capacity-building R&D investment and outreach to business at the regional level. The RDAs are an
appropriate vehicle for doing so.

In summary, the RDAs have a pivotal role to play in sustaining and exploiting science, engineering and
technology. They can discharge this most eVectively by building a clear regional vision and strategy in
conjunction with partners from all sides, and then participating actively in implementation.

21 February 2003

Memorandum by the Centre for Sustainable Urban and Regional Futures (SURF) University of Salford

1. The Context of SURF’s Response

1.1 SURF welcomes this House of Lords Sub-Committee Inquiry on Science and the Regional
Development Agencies. The Inquiry is timely as regions across the UK seek better ways to harness and
develop their scientific and technological capabilities for economic and social gain.

1.2 SURF is currently working on a one year research project, funded by the ESRC Science in Society
programme, entitled “Making Science History: The Regionalisation of Science Policy in the UK?”. The
project examines a case study of recent developments in the North West science base following the
Government decision of March 2000 to locate the next generation synchrotron radiation source (the
Diamond SRS) at the Rutherford Appleton Laboratory (RAL) in the South East instead of at the existing
base at the Daresbury Laboratory (DL) in the North West. It explores the significance of subsequent regional
developments and the implications of regional needs for national science policy. It is within the context of
this ongoing study that SURF submits this evidence.

1.3 This memorandum addresses four primary concerns of the Inquiry: the extent to which RDAs are
involved in the development and exploitation of regional science bases; the impact of national policy
initiatives on RDA strategies; the strengths and weaknesses of current RDA approaches; and lessons and
future challenges.
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2. The Growing Role of RDAs in Science Policy

2.1 The RDAs were formally established in April 1999 with the aim of providing co-ordinated regional
economic development and regeneration, reducing economic imbalances which exist within and between
regions and enabling the English regions to improve their competitiveness. The first regional strategies which
were published shortly thereafter addressed economic, social and environmental considerations, but rarely
looked in detail at the engagement of the RDA with the science base. Although the importance of universities,
public sector research establishments (PSRE) and private sector research was recognised in policy statements,
early interventions primarily focused on core economic activities rather than on activities related to the
development and exploitation of the science base.

2.2 Four years later and the picture has dramatically changed. The first Science Council for the English
regions was established in September 2001 in the North West with a remit to develop and oversee the
implementation of the Regional Science Strategy. This cluster-based strategy was published in October 2002
and is seen as part of a “living process”, in which the public sector science base, industry and government
agencies all have a part to play in contributing to the enhancement and maintenance of regional science4. The
Science Strategy in the North West deals primarily with wealth creation and economic development through
focusing on “big science” and target clusters, although other goals realisable through exploitation of the
science base—such as environmental gains and healthcare improvements—are also recognised. The Regional
Economic Strategy Review consultation document explicitly refers to “developing the regions knowledge
base” and the role of universities, PSREs, the importance of the Science Council and strategy5. At the same
time, the North West Development Agency (NWDA) is seeking to create a Regional Science Park adjacent
to the Daresbury Laboratory in the region, in order to generate scientific spin-ins and to develop the concept
of an innovative science campus—heralded as a new model of science in the regions. This would involve
partnership between the Council for the Central Laboratory of the Research Councils (CCLRC), the
universities, the NWDA and the private sector and a new public/private company to exploit and potentially
re-invest intellectual property (IPR). The NWDA has already invested £8 million in the development of the
Science Park and has put £10 million aside for spend directly related to the recommendations of the North
West Science Council. Interviews with key oYcials within the region have revealed that core elements in the
future economic development within the region are science-based.

2.3 The North East has followed suit with a Science and Industry Council, science strategy and
determination to create “centres of excellence” supported by a research exploitation company, NorthSTAR.
In Yorkshire and Humberside, Yorkshire Forward is joining three of the region’s leading universities—
Leeds, York and SheYeld (the White Rose Consortium) to support their bid to host the world’s largest
neutron scattering research facility and is currently developing its science council, as is the South East. In the
North West, North East and Yorkshire Forward, the new post of “science manager” or “science exploitation
manager” has been created. In the other English regions, limited or no progress had been made towards
science councils or strategies as of June 20026.

2.4 A fundamental driver to RDAs increasing engagement with their science base is the shift from an
industrial or Fordist economy to an economy based on skills, creativity, the development of new knowledge
and better application of existing knowledge. The science base—and particularly universities—is seen as a
resource to be tapped and a key asset in national and regional growth. Consequently, the last 20 years have
seen a new role for science emerge in which the relationship between science, innovation, wealth creation and
productivity is stressed. This necessitates concern with improving the connections between the science base
and the economy and with processes of knowledge transfer, exploitation and commercialisation. Such
initiatives demand new linkages between universities and industry and these tend to be produced at the local
and the regional levels. Indeed, new theories of innovation, which reject a linear firm-based approach, see
that the relationship between firms, universities and their wider environments is critical in leading to improved
economic performance. Similarly, strategies based on clustering, critical mass, economies of scale and
knowledge spillovers also imply the importance of localising or regionalising activity to move from science
to innovation to wealth creation and growth.

2.5 National policies in the UK over the last 10 years reflect this economic shift. The 1993 White Paper
Realising Our Potential emphasised the importance of links between the science base and local business
communities, through the creation of Faraday Centres, Teaching Company Schemes or LINK. The
importance of knowledge and the role of universities as drivers of the new economy is reflected in a number
of diVerent initiatives, including the 1997 Report on Higher Education (the Dearing Report 1997), the Higher
Education Regional Development fund in 1997; the Higher Education Reach Out Business and the
Community Fund (1999) and the Science Enterprise Challenge (1999). Such university-industry links have
increasingly taken on a regional dimension7. At the same time, all eight English regions outside London now
have Higher Education Regional Associations.

4 Northwest Science Science Strategy Englandsnorthwest, Foreword, p.3, October 2002.
5 NWDA Regional Economic Strategy Review. Consultation Document, p.12-13, 2002.
6 UUK Enquiry to regional universities associations, June 2002.
7 Potts G. (2002) Regional Policy and the “Regionalisation” of University-Industry Links: A View from the English Regions.

European Planning Studies, December 2002.
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2.6 The potential of science in regional economic development is also explicitly addressed. The DTI
Science and Innovation Strategy (2001) recognises that the requirements for and provision of science and
innovation capacity vary both between and within regions and that RDAs must therefore be supported to
develop regional innovation strategies (DTI, 2001). The 2001 White Paper on Enterprise, Innovation and
Skills explicitly aims at building strong regions and communities, for instance, through establishing university
innovation centres and technology institutes in the regions to boost R&D and through supporting knowledge
transfer with the setting up of a £75 million regional incubator fund and the promotion of regional clusters
(DTI and DfEE, 2001). The 2002 Science Strategy Investing in Innovation explicitly states Government
commitment to developing regional science bases (DTI/DfES/HMT: 2002). The importance of the “third
mission” can be seen with renewed support being given to initiatives such as the Higher Education Innovation
Fund (HEIF), worth £90 million a year in 2005–06 (DfES, 2003), to be distributed in association with RDAs,
to represent a permanent third stream of funding alongside funding for research and teaching.

2.7 Increasingly, regions are seen as key in implementing the strand of national science policy which deals
with exploitation for wealth creation and as the “stage” on which universities’ commercialisation attempts
can occur. At the same time, the potential of science-based economic development in improving regional
fortunes also implies a new role for the RDAs.

2.8 But Government thinking on RDAs and science policy remains muddled and disjointed. For while the
role of regions in innovation and exploitation of the science base is addressed, basic allocations for science
remain regionally-skewed with almost 50 per cent of Government Research and Development Expenditure
(R&D) and Higher Education R&D going to London and the South East. This has implications for RDAs
outside those areas as they seek to compete and participate in the knowledge-based economy. In particular,
there is a tension between policies which seek to reduce regional disparities through the RDAs, to allocate
RDAs responsibilities for competitiveness, economic development and innovation and the inbuilt bias of
basic allocations for science funding.

3. National SET and the RDAs

3.1 Basic funds for science in the UK are allocated according to the principles of excellence and peer
review. The dual system for research funding comprises monies allocated through the OYce for Science and
Technology (OST) and the Research Councils and through the Higher Education Funding Councils and the
Research Assessment Exercise (RAE). In both cases, there is no explicit regional dimension to funding
allocations, with excellent research being funded wherever that may be. Given the predominance of top
institutions in the South East and London, dubbed the “Golden Triangle”, the inadvertent eVect of national
science policy is to concentrate research funds within particular institutions in particular regions.

3.2 This pattern of research expenditure sits at odds with Government regional policies which seek to
address the existing pattern of regional disparities in the UK, based on the principle of equity and the belief
that real economic gains can only come from a process of “levelling up”.8 National regional policy inherently
recognises that the national economy as a whole will suVer unless all regions have the opportunity to develop.
But national science policies and the distribution of funding for research exacerbate existing economic
disparities between the regions. Indeed, the recent White Paper on Higher Education (2003) further
concentrates research funding in the hands of fewer and fewer departments and groups through the creation
of 6* departments and attempts to compensate non-research intensive institutions through allocating them
a local and regional role, to work alongside RDAs and other regional partners. This not only contradicts the
principles of regional polices, but is inherently dangerous for the future of the science base itself, funding
research on the basis of past strengths rather than future potential, breaking the linkage between excellent
research and “outreach” activities and creating leagues of institutions—and by consequence, regions—with
less opportunity for movement between the “premiership” and the second or third divisions.

3.3 At the same time, there would appear to be no co-ordinated, fair or transparent mechanisms for
deciding the location of scientific facilities between regions, once the criteria of excellence has been met.
Recent developments in the NW are a case in point: the decision to locate the new Diamond SRS at the RAL
was met with disbelief by those within the region—and in the wider scientific community—who saw that
current trends concentrating activity in the South East of England are “dangerous” from a regional and
scientific point of view.

3.4 The question over what the appropriate balance is between existing national scientific practice and
regional need is contentious. Again developments in the North West provide examples. On the one hand, the
preference of the RAL in the South East over Daresbury in the NW was seen—five Treasury and DTI (2001)
Productivity in the UK: Report three—The Regional Dimension, p. vi, v. four rightly or wrongly—as
symptomatic of an increasing North-South divide in research funding and of an opaque and anachronistic
funding system which favoured vested interests and “ivory tower” politics over the preferences of regionally
and nationally elected oYcials. This gave rise to perceptions that “science” was out of reach of “politics”, and
that national scientific need had taken preference over regional equity. On the other hand, there was outrage
from the academic community when it became clear that £25 million would be top-sliced from the Research
Councils’ budgets to compensate the North West for the loss of the synchrotron. Although initially the money

8 Treasury and DTI (2001) Productivity in the UK: Report 3—The Regional Dimension, p.vi, v.
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to be allocated by the Smith Review was to be “extra” funding, it emerged later that this was earmarked for
the region from the OST budget and this gave rise to fears that the peer-review system was “broken” and that
“politics” had been allowed to subvert scientific criteria.9

3.5 At a national policy level, a balance does not yet seem to have been struck between national scientific
practice and regional need. In the context of the knowledge-based economy, increasing selectivity based on
the principle of excellence and meeting only national scientific need contradicts regional policies based on
principles of equity and this problematises the attempts of RDAs to build and harness scientific capacity for
regional gain. It also influences the nature and extent of RDA’s approaches to the science base, as seen below.

3.6 However, recent experiences within the regions demonstrate that consideration of regional needs
within national science policy does not have to equate to a subversion of the principle of scientific excellence.
The increasing concern of RDAs with their science bases can be seen not only as a response to the imbalances
in national policy, but as a starting point for further discussion over how national science policy may be more
sensitive to regional need.

4. The North West and the Regional Science Base

4.1 Events in the North West surrounding the Daresbury Laboratory have acted as a “wake up call” and
catalyst to the English regions taking the science base more seriously. Controversy in the North West
highlighted the tensions and imbalances in national policy. Subsequently, the Government established the
Smith Review and Byers Group Review to look into the future of the science base in the North West, but
since then, the region has largely been left to its own devices.10

4.2 The model that is developing in the region has three primary elements, as noted above. Firstly, the
North West Science Council (NWSC) has been developed to advise the NWDA on science-related issues, to
lobby on behalf of the region’s science base and to recommend potential projects for funding. The Council
meets quarterly and is big-industry led, with NWDA, university, PSRE and health sector representatives. In
particular, the NWSC has responsibility for designing and monitoring implementation of the regional science
strategy. The third element of the model involves the new plans to embed the Daresbury Laboratory more
firmly in the region and to develop the North West Science Park, again as a partnership between universities,
industry and the RDA. These developments both respond to and seek to influence national policy.

4.3 Firstly, the importance of excellence in scientific research is engrained in regional developments as a
core principle. In recognition that this underlies the national system of peer-review and that international
excellence is of fundamental importance to national and regional competitiveness, the regional science
strategy seeks to support excellence within institutions in the region to enable them to obtain a greater share
of national research monies. This can be seen in support for the merger between the University of Manchester
and UMIST (to the probable tune of £30 million), in support for excellence in other institutions and in
support for existing clusters of excellence. At the same time, the NWSC and NWDA are considering the
provision of pump-priming funds for researchers within the regions to enable large-scale collaborative bids
to major funding agencies, such as the European Union, to be developed.

4.4 Secondly, although important, the science strategy in the NW is not wholly dependent on gaining a
greater share of national research money. Rather, it seeks both to better exploit existing research expertise
and to develop scientific capacities in the region which can better support regional economic development.
Thus, the strategy stresses the importance of exploitation, of innovation and of partnership between
universities and industry. The science strategy directly relates to the regional economic strategy cluster
groups: the initial five priority areas in the science strategy—biotechnology, environmental technologies,
chemicals, aerospace and nuclear energy—are all existing economic clusters and those sections of the science
strategy were designed by the cluster teams. Where new regional monies may be forthcoming for science-
related activity, this would have to be justified on the grounds that it contributes to regional economic
development—in other words, it is not seen as the role of the NWSC or NWDA to fund basic science or to
judge excellence. Rather, once demonstrated that research is excellent through the normal peer-review
system, it is a case of harnessing the relevance of that research for regional benefit. Indeed, “excellence with
relevance” is the model that is explicitly advocated in the regional science strategy.11

4.5 A number of critical elements in the development of the North West science base can therefore be
identified. These include the role of the NWDA as facilitator, networker and organiser in relation to the
science base and regional development; involvement of major scientific industry in the region’s science base;
co-operation between industry, universities and government agencies, facilitated through the Science
Council; collaboration to influence and lobby national government, more so with respect to the location of
major scientific facilities than over the allocation of, or principles behind, basic science funding; concern with
supporting and developing excellence as well as exploiting science for regional gain; and, a strong relationship
between research and economic development through a targeted cluster-based approach.

9 The North West Science Review team was led by Bruce Smith, hence the name “Smith review”, to explore ways of developing
the NW science base.

10 The “Byers group” refers to the North West Science and Daresbury Development Group that was established by Stephen Byers
in March 2000 to look at the long-term future of the NW science base and future of the Daresbury Laboratory.

11 Northwest Science Science Strategy Englandsnorthwest, October 2002.
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4.6 In many respects, it is too early to assess the strengths and weaknesses of this approach, or to highlight
best practice across the regions as none of the existing models have been tried or tested in the English context.
But it is clear that national science policy and the allocation of funding has constrained and influenced key
decisions that have been taken regionally. For instance, neither the balance between excellence and
development (support for the merger of Manchester/UMIST) nor between depth and breadth of coverage
within the strategy (inclusion/exclusion of sectors) have been uncontroversial, but have ultimately had to be
defined through the need to target limited funds and influence national expenditures. The North West Science
Strategy only focuses on “big science” at present, rather than the wider research base and greater definition
of roles, responsibilities and mechanisms, particularly in relation to implementation of the strategy and
knowledge exploitation and transfer models, would help to better capitalise on existing strengths. It is also
important more generally that regions seek to develop their own distinctive approaches to science-based
economic development in order to create specialisms and niches on which success can be built, rather than
relying purely on existing models and emulations of examples elsewhere.

5. Lessons and Challenges for the Future

5.1 New developments in the regions can be seen as bottom-up responses to top-down pressures, as a
reaction to the deficits and inadequacies of national policies as well as an attempt to shape and influence those
policies. National allocations of research funding heavily shape the options, choices and strategies adopted
at the regional level. But increasingly, regional strategies and developments also pose challenges at the
national level, in particular in relation to how existing scientific practice can be reconciled with regional need.

5.2 SURF believes that the goals of meeting national scientific need, funding excellent research and
responding to regional need are not mutually exclusive. But attention needs to be paid to a far broader range
of considerations than have played a part in policy debate so far:

— There needs to be a recognition that consideration of regional needs in science policy—and
particularly with respect to the location of major scientific facilities—does not necessarily lead to a
subversion of the principles of excellence and the competitiveness of UK science. For example, a
system could be envisaged in which, once the excellence of a scientific proposal for a large-scale
facility has been established, regions bid for and potentially contribute towards the hosting of that
facility. Alternative ways of incorporating the regional dimension in science policy need to be
explored.

— Consideration needs to be given to how national regional and scientific policies can be made more
mutually compatible and how more than one policy objective may be met at the same time. More
“joined up thinking” is needed.

— Institutions—and by consequence, regions—that may not currently be operating at the highest
levels in research need to be encouraged to develop research expertise and to build strengths such
that reaching the standards of “internationally excellent” research is an obtainable goal. Although
the reasons behind research concentration and selectivity are well understood, funding needs to be
made available for research development, particularly given that it is not necessarily possible to
anticipate where future cutting edge advances will be made. Such funding should be additional,
rather than diverting monies from supporting currently world class research.

— RDAs need to be supported to develop their own science bases and to make the most of existing and
future strengths. At a minimum, this requires that attention is given to the science and innovation
infrastructure—including issues of careers and development of scientific personnel and the
intellectual property regime—such that innovative developments, such as the “Campus Concept”
in the North West, can be fully supported. At best, as highlighted above, this necessitates revisiting
the current scientific funding system in the UK.

— The current role and future potential of the regions in the emerging multi-level governance of science
policy needs to be debated. It is important not only to learn the lessons from experiences in Scotland,
Wales and Northern Ireland, but also from other countries where federalism in science policy is
more established and where alternative patterns of the distribution of responsibility for science
policy between territorial tiers exist (France, Germany, Spain).

6. Conclusion

6.1 In conclusion and on the basis of the above discussion, SURF’s responses to the Inquiry are
summarised in the following paragraphs.

6.2 RDAs are increasingly developing and exploiting SET for a number of purposes. The Science Strategy
in the North West deals primarily with wealth creation and economic development through focusing on “big
science” and target clusters, although other goals realisable through exploitation of the science base—such
as environmental gains and healthcare improvements—are also recognised. The obvious means for such
activities is currently through the three-fold model of the Science Council, Science Strategy and development
of the North West Science Park. But a number of other linkages—for instance between the North West
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Universities Association, individual universities and the RDA—also need to be acknowledged. This model
seems to be being replicated in the other English regions.

6.3 RDA strategies for science are directly influenced by national SET and can be seen as attempts to
mitigate, shape and influence national policy. Firstly, the skewed geographical nature of funding for basic
research means that influencing national science funding allocations through supporting excellence is a key
aim. Secondly, limited funding leads to targeting of support to develop existing economic clusters and a focus
on depth as opposed to breadth. Thirdly, RDAs must assume prime responsibility for developing the regional
science base as support from the national level is still limited and contradictory. The NWDA acts as
facilitator, funder and coordinator of the elements of the regional science base. It is essential that a coalition
of support between universities, industry and governmental agencies is built to support, maintain and
enhance the regional science base.

6.4 The NWDA has taken steps towards taking fuller advantage of the local, regional and national science
base through the framework of the Strategy and Council. It now works closely with private sector industry,
PSRE (Daresbury) and the universities and has stated support for the proposed merger between Manchester
and UMIST. But it is early days and there is still further work to do in identifying best practice, potential
facilities, expertise and funds and ways to access them. For instance, as already mentioned, there is a potential
greater role for the wider research base—including the social sciences—in support of regional goals.

6.5 The North West Science Council is now the prime source of advice for the NWDA for reaching
decisions on financial support for SET. As stated in the Science Strategy and in minutes of the Science
Council, the criteria of supporting excellence is uppermost. However, once the criteria of excellence has been
met, the relationship and potential contribution of science to the development of the region and the
achievement of other social and economic goals comes into play. Measuring success according to the first
criteria would lead to a focus on increasing the region’s percentage share of national research funding and
five, 5* and 6* research departments; the second criteria would lead to a focus on measures of regional welfare
and growth, including GDP. However, SURF believes that a key element of success lies predominately in
changed methods of collaborative working, knowledge sharing and partnership and such shifts and
achievements may not be readily reduced to indicators and measurables.

6.6 In many ways, it is too early to learn the lessons from RDAs approaches to SET as real change has
only been seen over the last couple of years. But the North West example does indicate that one critical success
factor has been the large coalition of interests from across the institutional spectrum investing time and eVort
in the retention and development of the science base. The “Diamond decision” galvanised regional
politicians, industry representatives and academics to support regional science and built up a momentum to
developments since. Only by sharing experiences and exploring best practice, not only in the UK but
internationally, can real lessons be learnt. In that context, SURF awaits the results of this Inquiry with
interest.

February 2003

Memorandum by the Centre for Urban and Regional Development Studies (CURDS), University of
Newcastle upon Tyne

Preamble

CURDS is a university-based research centre undertaking research aimed at improving the understanding
of urban and regional development processes in advanced economies and employing such research to
contribute to the design of more eVective policies through an active engagement with policy and user
communities12. We are pleased to have the opportunity to submit evidence to the Committee in an Inquiry
which addressed the long-neglected issue of regional science policy.

How and to What Extent do RDAs Develop and Exploit Science, Engineering and Technology

(SET) to Stimulate Employment, Employment Opportunities, Regeneration, Wealth Creation and

Improved Skill Levels?

The RDAs are relatively new and marginal players in UK SET investment overall. Obviously they do not
directly undertake SET activities in-house, but they are beginning to play a role with regard to marginal
investment in SET activities within their regions, and the development of regional strategies. They also
support various initiatives for the commercialisation or exploitation of SET thereby making the link with
wider regeneration and economic development objectives.

There are two main limitations to the role that RDAs can play.

First, science has been regarded primarily as a national policy area, and RDAs collectively have been slow
in taking a firm lead in developing what could be termed a regional science policy. In devolving powers to

12 The Centre has been operating since 1977, with 22 current research staV. Since the opening of the Centre, innovation policy has
been a central theme of our investigations, and we have been involved in the ex ante formulation and ex post evaluation of
science and technology policies.
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Scotland, for example, the Scotland Act (1998) reserved science policy in toto to Westminster, although some
elements of engineering and technology were devolved (principally around support to business).

It is significant to note that this reservation did not prevent Scotland from addressing science policy in its
own way, including:

— The Scottish Executive drew up a Science Strategy for Scotland13 as part of their initial legislative
programme;

— The Education and Lifelong Learning Department chose and directed SHEFC (Scottish Higher
Education Funding Council) to invest more heavily in mid-rated university departments (3 and
4-rated) than did their English counterparts.

Second, the RDAs were created from existing organisations, and thereby inherited fixed budgets with very
little flexibility. Almost none of their initial budget was devoted to science, engineering and technology; of
the £1.1 billion of their 1999–2000 budgets, £50 million was granted by DTI through the Regional
Competitiveness Fund and for Regional Supply OYces. In 2001, this was complemented with the Regional
Innovation Fund, a more regionally inflected fund (ie giving more to regions of greatest need), and increasing
total potential SET funding to around £100 million of £1.4 billion.

As Table 1 below shows, this is a very small proportion of the total RDA budgets, and is also a very small
proportion of the total R&D spend within even the most disadvantaged regions. Even by 2002, the total Real
Single Pot (ie free of prior constraint as well as Departmental constraint) was only £800 million of the £1.7
billion budget. Consequently, even had RDAs devoted all their new resources to SET, the impact on Gross
Regional R&D expenditure would be small.

Table 1

R&D EXPENDITURES AND RDA BUDGETS IN THE ENGLISH REGIONS (1999) AND THE
REGIONAL INNOVATION FUND (2001)

RDA expenditure RIF
All R&D (GERD) RDA (1999–2000) relative to GERD (2001–02)

North East 285 108.9 38% 8.9
North West 1,784 187.2 10% 7.4
Y&H 619 140.4 23% 10
East Midlands 1,068 54.7 5% 4.3
West Midlands 1,068 105 10% 6.3
Eastern 3,027 31.2 1% 3.5
London 1,770 279.9 16% 5.8
South East 3,966 75.7 2% 3.2
South West 1,294 33.4 3% 4.7
England 14,881 1,016.4 7% 54.1

From this, we would draw the Committee’s attention to the following points, which structure the RDAs
operational environment:

— RDAs do not spend large sums of money on SET as a proportion of all activity;

— The “motor” that drives regional SET expenditure is ongoing Government, health service,
university and firm investment in R&D and exploitation;

— It is possible for RDAs to have an influence on the shape of regional expenditure on SET through
inputs into a regional strategy which fills in perceived gaps and facilitates exploitation; and

— RDAs can also ensure that the regional benefit from this activity is maximised by building networks
and encouraging regional engagement.

How do Advances in SET and National SET Policies and Initiatives Influence and Inform RDAs’
Strategies?

We restrict our comments to the impact of national policies on limiting what the RDAs are able to do.
There is an uneven geography in national science policy, in which historical patterns of investment have
favoured the core regions of the UK, London, South East and East of England. National SET policies reflect
this view, and so there is strong congruence between national priorities and the areas of SET in which these
core regions have expertise, such as biotechnology and motorsport.

Foresight is a good example of a policy which lacks a strong regional dimension, by focusing on national
priorities. Although there have been Regional Foresight exercises, their impact has been limited because they

13 Scottish Executive (2002) “A science strategy for Scotland: making it work together” Edinburgh: The Stationery OYce.
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either seek to persuade firms to pursue particular technological avenues identified as national priorities, or
they lack the resources and purchase on policy to address regional industrial priorities.

We believe this to be an area of the national science policy process to which the RDAs could make a
significant contribution. The DTI currently has a PSA target of reducing economic disparities between
regions, which we take also to include reducing disparities in the regional science, engineering and technology
base of the UK regions on which competitiveness can be constructed. The DTI quite properly targets its
investment funds on areas of existing scientific excellence. However, we believe that the national approach
to identifying excellence omits niche scientific activities in more peripheral regions. There are benefits for the
national science base in regional agencies highlighting real regional expertise. For this reason, we welcome
the introduction in some English regions (North East and North West) of Science and Industry Councils in
which the RDAs are involved, and which will hopefully provide a mechanism to set genuine regional scientific
priorities.

Do RDAs take Full Advantage of All Available Local, Regional and National SET Facilities,
Expertise and Funds (including EU Funds) in Implementing Their Policies?

The RDAs are better than their predecessor organisations at taking advantage of the local, regional and
national SET base to achieve their strategic goals as set out in the RESs. However the history of regional
expenditure on SET initiatives is typically one of resources wasted on awareness raising and short term
schemes with little long-lasting impact.

We would draw the Committee’s attention to the case of Northern Ireland, where the IRTU were able to
mix a range of EU, national and local policies to revitalise their research base. A central focus of this activity
was in improving the research performance of the University sector; ERDF for example providing support
for recurrent costs, infrastructure costs and new research establishments which very quickly moved to win
other funding, from EPSRC, Framework Programme and through the RAE, with the eVect of raising
their game.

The main benefit came from focusing on strengthening the research base. Even the technology transfer
activities were more substantial and underpinned the quality of research, so the emphasis was on creating
strong and self-sustaining research groups which could then benefit local activities. This process is not cheap
and is a long-term process, but the universities and Northern Ireland OYce departments prioritised this basic
research development, and many funds were used to invest in research excellence in addition to physical
refurbishment.

The key point we would highlight to the Committee is that there is a mutual reinforcement between
technology transfer activity and the research base, and if properly directed, RDAs can considerably
strengthen their regional SET base by investing in a limited number and scope of activities. This investment
yields later dividends in terms of employment creation, new firm formation, upskilling, and in the long term
levers in more private sector investment in SET.

How do RDAs Reach Decisions on Financial Support for SET? How Should Success be Judged?

Very little of the RDAs inherited/directed budget was allocated to SET activities, even with the
introduction of the RIF. Consequently, the financial support for SET activities is a “greenfield” budgetary
area, and competes with other projects. A number of the RDAs enthusiastically embraced the potential of
SET to help deliver their strategies. In 1999, in the first round of strategies, the South East prioritised
“Enterprise Hubs”, the North East placed “universities and colleges at the heart of the region” and all of the
regions had sector or cluster-based innovation support programmes.

However, there is one identified risk the RDAs face in realising these strategies, and that is the short time-
span on which RDAs operate alongside the indeterminacy of investment in SET. Their business plans require
them to produce quarterly published results to which all activities have to contribute. The DTI guidance
suggests that investment is acceptable in schemes which will produce outputs later in the year.

Support for SET assets does not produce quick returns. We would highlight to the Inquiry the risk that
RDAs will neglect making long-term investments which yield long-term returns that do not show up in the
current funding round’s (or year’s) Tier 3 targets.

To demonstrate the benefits of a long-term approach, we would draw the Committee’s attention to the case
of the Basque Country. The Basque Country is a region in many ways similar to England’s northern industrial
regions, albeit one which has had a significant degree of devolution since the move to democracy in the late
1970s. The Basque Country Autonomous Community (its devolved government) chose during the 1980s to
invest in a network of regional research and technology centres to assist with the exploitation of SET in its
region. Funding was given to existing and new organisations around a series of technology areas—one
example was the collaborative research centre established by the Mondragon co-operatives. These Research
Centres receive funding from a mixture of sources, from the regional government, from company membership
fees, and from EU and national research contracts.

We would draw the Committee’s attention to the following issues:
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— Integrated and flexible funding packages build up in the long-term into critical masses in niche areas
which cannot necessarily be appreciated at the start;

— Long-term funding is necessary to ensure that all the assets—people, buildings and equipment—
build up together; and

— The RDA should focus on ensuring that when these research assets build up, the research
establishments promote regional activity and benefit.

What Lessons may be Learned from RDAs’ Approach to SET, and from the Longer Experience of

Scotland, Wales and Northern Ireland?

Both the Scottish and Northern Irish situations demonstrate where considerable local flexibility to invest
in SET has been achieved by focusing on particular key priorities. In both cases, the priority has been to
strengthen those activities on the margins of excellence, and improving their outreach and networking
activities has been a key element of this. The key points from this analysis is the acceptance that investment
in science is a priority, which in turn allows various funding streams (EU Structural Funds and HE
“teaching”) to be spent on activities which increase the total stock of activities. Autonomy and flexibility are
key issues, because the investments are to a degree speculative, and there is no guarantee that they will
produce particular quantifiable outputs. If RDAs are to promote SET in their regions, they require funds
which can be used to support those activities; this is dependent on the central state willing for RDAs to make
long-term investments with long-term payback periods.

RDAs have two other roles to play; the first is in fine-tuning their regional SET “motors”. Most of the SET
activity in their region is likely to continue independently of RDA activity. RDAs need to be careful that their
strategic activity achieves three aims:

— Facilitating the regional partners in SET agreeing upon priorities reflecting the region’s uniqueness,
prioritising some areas over others, and avoiding a lowest-common denominator;

— Persuading others outside the region to accept these priorities in setting national science policy
priorities, whilst

— Avoiding eroding existing expertise through superfluous organisational change, supporting a
diversity of activities and niche specialities.

The second role for the RDA to play is in ensuring that the region maximises its benefit from the SET
activity:

— Basic science investment is costly and each RDA is unlikely to be able to invest in research
organisations in more than a handful of niches. For that level of investment, the RDAs must ensure
that the research unit is sustainable (in human, physical, financial terms), is also well-networked into
the region, and is directly delivering the SET priorities as set out in the research strategy.

— Technology transfer infrastructure and support for commercialisation is much cheaper, but is also
much less likely to deliver directly for the strategy. It does allow the RDAs to support more
activities, although with less certainty about the concrete outputs which will be delivered. RDAs
must be prepared for technology transfer activity to have a comparatively limited impact on the
achievement of strategic goals, and for any benefits to be serendipitous.

— RDAs Intramural Research: the RDAs do commission their own research and consultancy,
although mainly in social science fields. RDAs should follow the Scottish Executive’s example in
agricultural research by creating research capacity where it is required to answer questions of
particular regional policy relevance.

February 2003

Memorandum by East Midlands Universities Association

Introduction

1. The East Midlands Universities Association (EMUA) is the regional association for higher education
institutions (HEIs) in the East Midlands. This is a collective response submitted on behalf of all ten member
institutions of EMUA. (Individual HEIs will also submit responses reflecting their specific views)

2. The East Midlands Development Agency (emda) is one of the few RDAs which does not have a board
member from the HE sector. However, EMUA continues to work with the RDA to strengthen the
relationship and has membership on a number of emda committees. EMUA meets with RDA oYcers on a
regular basis, both on a formal and informal basis. The RDA is represented on EMUA Steering and
Executive Committees and a range of EMUA task groups.
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Specific Responses

How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to stimulate
employment, employment opportunities, regeneration, wealth creation and improved skill levels?

3. SET features significantly in the Economic Development Strategy. The revised strategy states an
intention to exploit the region’s science base by the creation of Science Council, and by improving access to
the expertise available within the HEIs to encourage innovation and foster better links between higher
education and business. Increasing business expenditure on R&D is a key target in the regional strategy.

4. The RDA has been supportive of a number of HEI projects which support the development and
exploitation of SET including:

— BioCity: a partnership between Nottingham Trent University, University of Nottingham, and emda
to develop the largest biotechnology facility in Europe.

— East Midlands Science Enterprise Network: a collaboration between all HEIs in the East Midlands,
arising from SECII.

— New Technology Institute for the East Midlands: a collaboration between all HEIs and FECs in
the East Midlands to raise skills levels in IT and Technology.

— East Midlands Incubation Network: a collaboration between six HEIs arising from HEIF. This
network includes the establishment of an Innovation Centre at Loughborough supported by the
RDA, which has 22 companies, and around 100 staV within six months of opening

— EMUA led Innovation and Research Profiling exercise of HEIs in the East Midlands.

— Regional Faradays Study.

5. In order to achieve ambitions to exploit and develop SET, as articulated in the regional strategy,
significant resource will be needed. To date resource allocation has been on a relatively small scale. Strategic
investment is therefore needed to enable the implementation of large scale projects.

How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

6. Emda takes note of national initiatives and policies in its action and to a certain extent in its strategies.
We believe that HEIs play a key role in aiding RDAs to appreciate how national economic and regeneration
policy initiatives “map” onto universities in the region. EMUA and other higher education representatives
work in partnership to aid understanding in order to maximise potential but this should be done on a more
systematic basis.

Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

7. EMUA believes that the RDAs do not always take full advantage of all available local, regional and
national SET facilities, expertise and funds in implementing their policies. HEIs have substantial expertise,
including international networks of scientists, which are not exploited by the RDA. The Research and
Innovation Profiling Study (paragraph 5) should lead to a better understanding of the expertise available in
HEIs which in turn should stimulate better exploitation of the region’s research strengths.

8. There has been some attempt by the RDA to use EU funds strategically through RDA ERDF action
plans. Emda is developing an interest is in how the use of Framework 6 funds can be maximised. However,
EU funding is a competitive area with no strong overall commitment from GO-EM, emda and SSPs to invest
in SET.

How do RDAs reach decisions on financial support for SET? How should success be judged?

9. Decisions on financial support appear to be taken through the normal project appraisal process, linked
to tier 3 targets. Major lobbying would be needed to achieve a long term strategic investment in SET (referred
to in paragraph 5) which might build long term capacity but not deliver clear tier 3 targets in the short term.

What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland, Wales
and Northern Ireland?

10. EMUA believes that the RDAs approach to SET still requires time to mature, and that lessons can be
learnt from networks in the Scientific Community such as AURIL, UNIICO, and Cambridge-MIT Institute,
as well as from the experiences of Scotland, Wales, Northern Ireland, certain EU regions, and the USA.

11. We would advocate that RDAs be given the necessary resource to maximise the impact of SET, which
would include the employment of experienced staV to strategically manage SET.

12. We encourage the RDA to utilise the existing expertise within HEIs in a consistent manner, to inform
RDA policies related to SET.
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13. RDAs must also recognise that scale and critical mass is crucial the success of SET development, and
that this should not be constrained by regional boundaries.

24 February 2003

Memorandum by English Nature

1. Background

1.1 English Nature is the statutory body that champions the conservation and enhancement of the wildlife
and natural features of England. In fulfilling our statutory duties we:

— establish and manage National Nature Reserves;

— notify and safeguard Sites of Special Scientific Interest (SSSIs);

— advise Government departments and a wide range of other public and non-statutory bodies on
eVective policies for nature conservation;

— disseminate guidance and advice about nature conservation;

— promote research relevant to nature conservation.

1.2 We do this by:

— advising—Government, other agencies, local authorities, interest groups, business, communities,
individuals;

— regulating—activities aVecting the special nature conservation sites in England;

— enabling—others to manage land for nature conservation, through grants, projects and
information;

— advocating—nature conservation for all and biodiversity as a key test of sustainable development.

1.3 Through the Joint Nature Conservation Committee, English Nature works with sister organisations
in Scotland, Wales and Northern Ireland to advise Government on UK and international conservation issues.

2. Comments

2.1 We are interested in Regional development Agency scientific research in four particular subject areas:

— The science of nature conservation.

— Awareness and understanding of the natural environment.

— Environmental technologies.

— Climate Change.

2.2 The science of nature conservation

2.2.1 English Nature annually funds a modest programme of scientific research to inform our work and
that of others who manage the natural environment. Other organisations notably the Joint Nature
Conservation Committee and the Natural Environment Research Council also fund programmes of research
which include studies of species distribution, population dynamics, habitat management, species ecology and
other work necessary to maintain and enhance our natural assets.

2.2.2 Some of this research is also concerned with understanding the impacts of various sectors and
industries on the environment, for example on land-take, direct and indirect impacts on the function of
ecosystems, air and water quality, diVuse pollution, and climate change. We also need to understand the
impacts of specific industries on the environment, particularly when novel processes or new technologies are
involved (eg the eVects of wind power generation on birds, the impact of growing bio-fuel crops on
farmland birds).

2.2.3 The RDAs are not a major contributor to this type of research but should make a greater
contribution since much of it involves the interaction between commercial and industries sectors and the
environment. The benefits of RDA involvement are two-fold; on the one hand they would gain a better
understanding of sectoral impacts on the environment, which may lead to improved advice to these sectors
on ways of reducing or mitigating impacts; on the other hand they would become more aware of the potential
for resource productivity and resource eYciency gains in these sectors (eg reducing pollution, or water
consumption is generally cost-eVective investment).

2.3 Awareness and Understanding of the Natural Environment

The RDAs have a role in fostering the regional skills base, and their investment in scientific research should
include promoting a wide understanding of the natural environment. The establishment of priorities for
nature conservation action relies on a sound understanding of the spatial distribution and trends in species
populations and habitats. Much of this information has in the UK been collected by networks of amateur
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volunteer recorders coordinated through organised recording schemes run by the Centre for Ecology and
Hydrology. English Nature is concerned at a long-term decline in skills and knowledge of the natural
environment in the population at large. Fewer people able to identify species, particularly less-well known
groups, means that future decisions about nature conservation action and countryside management may have
to rely on less complete data. Research is also important to underpin educational activities (school age and
adult education) and countryside management skills.

2.4 Environmental Technologies

RDAs have a role to play in stimulating and supporting environmental technology industries through
scientific research, as well as by stimulating markets for products. Since 1999 English Nature has been a
partner in a number of studies of the contribution made by the environment to regional economies; these now
exist in 7 of the English regions. Most of these conclude that there is scope for the further development of
the environmental technology sector eg waste treatment and recycling, remediation of polluted soils on post-
industrial brownfield sites, energy eYciency and renewable energy technologies, waste water treatment
processes. These industries not only bring economic benefits to their regions if they prosper, the more
widespread adoption of their products and processes should lead to environmental improvements in the long-
term, both locally and more widely through exports.

2.5 Climate Change

Climate change models developed under the UK Climate Impacts Programme suggest that significant
changes to weather patterns are a likely over the next 50 to 80 years. These changes, for example the increased
likelihood of summer droughts and winter rainfall and storms, have implications for many sectors at a
regional level of interest to RDAs. Whilst a lot of climate change studies and predictive modelling has been
carried out at a UK level, and new tools are available for their translation to a regional scale, there is a
shortfall in research into the determination of local-scale and sectoral impacts. Many industries and regional
economic activities could be aVected for example tourism, agriculture, forestry, nature conservation, water
resources management, flood management. There are also gaps in understanding the links between climate
change and socio-economic activities and models. Since RDAs have a role in fostering economic activity in
the long-term, it is important that they continue to invest in research into climate change.

February 2003

Letter by the European Commission

Thank you for your letter of 17 January requesting evidence for the Committee’s inquiry into how the
English Regional Development Agencies develop and use the science base.

I attach a short note prepared by my services in response to your request and two documents which I hope
will be of assistance for the enquiry:

— communication from the Commission on “The Regional Dimension of the European Research
Area”;14 and

— “Provisions for Implementing the ERA-Net Scheme”, Background document.15

Regarding your query about the RDAs relative performance in accessing EU funds, I would note the
following points about the main Commission funding programmes which are relevant here:

— The Framework programme for Research and Technological Development is directed principally
at research projects and networks and hence organisations such as the RDAs are not usually direct
participants (though there is some change in the recently launched 6th Framework Programme with
the introduction of the ERA-Net scheme).

— Allocations under the Structural Funds are made largely on the basis of the status of the region
concerned (focused primarily on Objective 1 Regions—where GDP per capita is less than 75 per
cent of the EU average) and not on a competitive basis.

M Philippe Busquin
Member of the European Commission

February 2003

14 Available at http://www.cordis.lu/rtd2002/era-developments/regions.htm
15 Available at ftp://ftp.cordis.lu/pub/rtd2002/docs/era"net–0103.pdf.
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Annex

Note prepared by D G Research, 4 February 2003

European research policy is focused on the goal of creating a European Research Area.16 The concept of
a European Research Area combines three interrelated components:

— the creation of an “internal market” in research;

— a restructuring of the European research fabric, in particularly by improved co-ordination of
national research activities and policies; and

— the development of a European research policy that takes account of all relevant aspects of other
EU and national policies.

The regional dimension is an integral part of the European Research Area project. European regions have
an important role to play in the creation so the ERA through the development of their endogeneous research
potential and the development of their networking capacity. The Commission has set out its views on this
issue in “The Regional Dimension of the European Research Area”. COM(2001)549.17 This stresses the
importance of regional aspects of European research as well as setting out how regions can be supported by,
and integrated into, the European Research Area project.

European Community support for research activities comes principally through the Framework
Programmes for Research and Technological Development. The Framework Programme supports
multinational research projects and networks and as such government bodies (such as the Regional
Development Agencies) are not generally direct participants (although they are eligible to participate).
Regional government bodies can, however, play an important role in raising awareness and encouraging the
participation of researchers in their region in the Framework Programme.18 They also play a valuable role in
promoting regional research strengths, thereby facilitating the formation of partnerships between researchers
in diVerent regions.

The 6th Framework Programme was recently launched and the first calls for proposals were issued on the17
December 2002. Of particular interest may be the call for proposals under the ERA-NET scheme.19 This is
a new scheme which is aimed at national or regional public authorities and will support the networking or
research activities conducted at national or regional level and the mutual opening up of national and regional
research programmes.

It is important to stress the complementary role that the Structural Funds play in supporting the
development of research and innovation activities in European regions, focusing on the less favoured regions.
Over the last decade some ƒ12 billion have been allocated to these regions in terms of research and
technological development related investments. The Structural Funds are allocated, for the most part, on the
basis of regional criteria and not through a competitive process.

Of particular interest in the current programming period of the Structural Funds is the “Innovative
Actions” which support regional programmes relating to one or more of the following three strategic themes:

— knowledge-based regional economies and technological innovation;

— e-EuropeRegio: the information society and regional development; and

— regional identity and sustainable development.

Further information about the Innovative Actions is available from the website of DG Regional Policy;20

as is other information about the Structural Funds and the European Union’s action in support of regional
development.21

The Innovation Programme of the Framework Programme, administered by DG Enterprise, provides
support to regional innovation through a number of schemes, such as: the Innovation Relay Centres which
aim to inform and assist the local user community on innovation and trans-national technology transfer; the
PAXIS scheme (Pilot Action of Excellence for Innovative Start-Ups) which supports networking between
areas providing good environments for start-ups and spin-oVs; a regional research and innovation gateway
on the CORDIS internet site; and support for the Innovating Regions of Europe22 and other networks.
Further information about this work is available on the CORDIS site (http://www.cordis.lu/regions/).

16 Commission Communication “Toward a European Research Area” COM(2000)6, http://europa.eu.int/comm/research/era/pdf/
com2000-6-en.pdf and Commission Communication “The European Research Area: Providing New Momentum”
COM(2002)565.

17 http://www.cordis.lu/rtd2002/era-developments/regions.htm
18 For example, a seminar on R&D and Innovation policy in the North East of England, being organised on 28 March 2003 as

a joint initiative of the Regional Development Agency and the newly created Science and Industry Council.
19 ftp://ftp.cordis.lu/pub/rtd2002/docs/era-net–0103.pdf
20 http://europa.eu.int/comm/regional–policy/innovation/index–en.htm
21 http://europa.eu.int/comm/regional–policy/index–en.htm
22 http://www.innovating-regions.org/
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Memorandum by the Higher Education Funding Council for England (HEFCE)

Purpose

1. In January 2003 the HEFCE was invited to oVer a submission to the House of Lords Select Committee
on Science and Technology’s “Call for Evidence: Science and the RDAs”. (Regional Development Agencies).
A response was invited by 24 February 2003. This paper is oVered as that response.

Format of the Response

2. The call for evidence sought comment around a number of questions grouped into subject areas. This
paper is set-out in accordance with the questions posed by the Select Committee.

Context

3. In seeking to provide a response, the HEFCE viewpoint takes into account that we strongly support the
RDAs’ crucial role in catalysing and facilitating the business sector’s exploitation of science, engineering and
technology (SET). Also that much of a region’s higher level SET knowledge, expertise, and environment for
innovation all emanate from the higher education (HE) sector. In general, HE’s expectations of the RDAs
are based around.

— raising expectations of what people should be demanding (from HE);

— helping the HE sector in raising the business community’s awareness of what is available (from HE);

— encouraging the business sector and the wider community to develop and articulate their needs
from HE.

— formulating eVective discussion between:

(i) strategic economic planners (including the RDAs themselves);

(ii) the business sector;

(iii) HE itself; and

(iv) the rest of the education sector, as the supply-chain and provider of core skills and students
with the aspiration to progress to HE.

4. The answers oVered in this paper are therefore based on the above expectations, which are continuing
to evolve in light of current and future developments (see paragraphs 20 to 25).

How, and to what extent do RDAs develop and exploit SET to stimulate employment, employment opportunities,
regeneration, wealth creation and improved skill levels?

5. Higher education is a key part of the process of exploiting SET, but does not always necessarily share
in the longer-term outcome, which is more likely to fall to the private sector. Equally, it is diYcult to oVer a
generic answer, given the autonomy and range of environments for the individual RDAs.

6. The question appears to emphasise the RDAs’ role in relation to economic benefit to a region. This is
of course a valid aim; the introduction of leading-edge high technology, as already supported by the RDAs
will bring kudos and positive net income to a region, with consequent benefit to society as a whole. However,
the inference to be drawn is one of a strong need for RDAs to work even more closely with the higher
education sector at a strategic level. The intention must be for these partners to aim for equilibrium between
the demands of high-tech and the local supply of high-level skills; given that this balance will in turn bring
about distributed wealth and social inclusion.

7. Not all regions are equally strong in SET research. The January 2003 White Paper on the future of
higher education gives a lead that funding in research as a whole is likely to be further concentrated around
world-class excellence. This may bring about an increased disparity between regions in their research strength,
and the need may be for some RDAs to develop economic strategies that are less reliant on all research taking
place in their own region, but with expectation of acquiring knowledge from other parts of the country.

8. The challenge for RDAs is to build equally eVective relationships with HEIs in their region that are
undertaking world-class research that may be more “blue sky”, with a greater risk profile and with a longer
time horizon.

9. If RDAs are to operate in a truly entrepreneurial manner, they must be given freedom and incentive to
build-up the skill in picking long-term winners—and the corollary of this is they must be allowed to get it
wrong sometimes.
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How do advances in SET and national SET policies and initiatives influence and inform RDA strategies?

10. The important point here is the need to continue to enhance the links between national funders and
policy makers of SET and the RDAs. The HEFCE Chief Executive has meetings with the RDA chief
executives and we understand similar arrangements are being put in place with the Research Councils.
However, we recognise that that RDAs’ strategies are, quite properly, diverse. Given this it is important that
RDAs are not entirely driven by centrally imposed targets, that in turn this puts them at risk lagging behind
changes or advances in the technology environment. An example was the way RDAs were still seen to be
embracing the targets imposed by DTI on business links around the ‘number of high-growth start-up
businesses helped’, even after the collapse of the dot-com boom on which the target had seemingly been based.

Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

11. We feel there is more that HE can do to help RDAs to access the SET facilities and expertise within
universities and colleges. Equally it is important that HEIs are able to access facilities located within business.
There is a responsibility on HE for ensuring that people involved in “pure” or leading-edge research improve
their communication with the downstream areas in which their research will eventually be applied.

12. There appears to be variation between regions in terms of the volume and eVectiveness of
communication between the RDAs and HEIs.

13. We accept that if there is a problem in the quality and frequency of communication between RDAs
and the HE sector, then part of that problem may lie with the potential disconnection between various strands
of RDA funding and between RDA and other national funding. HEFCE for its part is working with the
RDAs to increase the synergies between our funding streams in the areas of widening participation and
working with business and the community.

14. The proposals to establish Knowledge Exchanges contained in the January 2003 White Paper on the
future of Higher Education, as well as the proposals likely to be contained in the review of research assessment
are each likely to enable better processes and outcomes in RDA/HE interaction.

15. There is a further issue impacting on the dialogue between the RDAs and HE about the ownership and
application of research; that there is a significant third party contributing to the cost of research, whether a
research council, charitable trust or private company. RDAs will need to be more adept at bringing this
sponsoring body into the discussion.

How do RDAs reach decisions on financial support for SET? How should success be judged?

16. In terms of funding, we see the accessing of £1.5 billion to date as implying the expectation of RDAs
to achieve composite payback with positive NPV.

17. We would ask to what extent RDAs have been successful in leveraging further funds to develop those
activities. This will be a powerful indicator of RDA commercial acumen, and the extent to which the private
sector believes in what their local RDA is doing.

18. RDAs will of course want to take credit for the positive economic performance of their region. This
requires the measuring of RDA success to include a qualitative (as well as a quantitative) element around the
extent to which they have acted as the catalyst for success. At other times there may be an equal skill in
measuring the extent to which RDA activity has mitigated the eVect of any economic downturn.

What lessons can be learned from Scotland, Wales and Northern Ireland?

19. We are aware of the apparent successes of equivalent bodies such as Scottish Enterprise and the Welsh
Development Agency, although as an English funding body our direct experience of these is limited. Our
interpretation of the good practice in Scotland suggests the need to continue to encourage RDAs to operate
in an entrepreneurial manner. We see the future economic (and consequent social) success of regions as being
based on enabling RDAs and their regional partners to take risks and occasionally fail—although this is not
about using public money to underwrite financial speculation.

Future Developments

20. There is considerable potential benefit in RDAs encouraging HEIs in a region to work together to
address regional strategic priorities. This activity needs to be encouraged, and is expected to grow as an
outcome from the White Paper on the future of higher education.

21. We see it as vital for RDAs to work in partnership with stakeholders like the HEIs and ourselves at
HEFCE. In particular we see the need for all RDAs to continue their part in improving the quality and
volume of dialogue with the HE sector around skills and employability. RDAs have a role in skills
development in SET. This includes RDAs addressing skills shortages in both geographical and subject areas,
working with the various providers.
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22. Higher education needs to play a full part in the “Regional Employment and Skills For(a)”, which
emanate from the Framework for Regional Employment and Skills Action [FRESA].

23. There are encouraging signs of these partnerships evolving, exemplified by RDA involvement in
operation and strategic development of the range of “partnerships for progression” initiatives, designed to
bring about the Government’s commitment to 50 per cent of 18-30 year-olds in the year 2010 participating,
or having participated in higher education.

24. The RDAs, through HEFCE’s regional committees already play an important role in advising and
assessing proposals under the Partnerships for Progression and Higher Education Innovation Fund
initiatives. The January 2003 White Paper on the future of Higher Education makes it clear that RDAs are
to be given a stronger role in the allocation of third leg funding. This implies an extension of the current
partnership, consultative approach.

25. The White Paper also introduces a new “market environment” for the HE sector, based around the
freedom of HEIs to charge diVerential fees. This has a range of implications for numbers of students, the
places where those students choose to study, and subject provision. This in turn will have a future eVect on
the availability of SET skills, consequent economic activity in a region, and the supporting public-sector
infrastructure (eg health, education); we additionally welcome working with RDAs at a strategic level in
these areas.

February 2003

Memorandum by the Institute of Food Science and Technology

1. The Institute of Food Science and Technology (IFST), through its Public AVairs Committee, is
submitting the following comments on (Science, Engineering and Technology) SET and the Regional
Development Agencies (RDAs).

2. Council and its policy sub-committees have had little or no involvement with the activities and
consultations undertaken by the individual RDAs. However, we are aware that some members have acted
within their professional capacity to advise and support the developing work of the RDAs.

3. Most the RDAs have reviewed the industrial and commercial base within their regions. These have
consistently emphasised the size and nature of the Food and Drink industry both in terms of number of people
employed and value added. A conclusion one draws from these reviews and other evidence is the Food and
Drink sector:

(i) is a national industry;

(ii) has major manufactures and retailers operating across the boundaries of the RDAs;

(iii) finds its scientific and technical support does not occur equally in the regions; only a few of the English
regions have easy access to national organisations such as the Research Associations (Surrey and
Gloucestershire); Executive Agencies of DEFRA (York) and the Food Research Institute (Norwich);

(iv) most regions have universities delivering SET research of a high quality, very few have an HE
institution with a research base specialising in Food Science and Technology.

4. Question a

Regional Strategies emphasise the role of universities in generating employment, regeneration and wealth
creation. As an example Yorkshire Forward is setting up “Centres for Industrial Collaboration” (CIC) to
support their key industry sectors. These will be based at research active departments in HE. It is not yet clear
whether there will be a CIC for the Food and Drink sector in Yorkshire and Humber. However, one may
deduce, given the criteria, that such an approach will not be available to many other regions in the English
regions given the dearth of HE institutions with a focus on Food Science and Technology.

5. Question b

It is not apparent to the IFST how the English RDAs engage with national SET policies. Certainly as a
professional body we have not been approached by any RDA or consultant acting for a RDA to seek our
views on the implementation of SET policies as applied to the Food and Drink sector. On the other hand,
we are aware that RDAs are actively supporting SET initiatives such as SETNET.

6. Question c

(i) In question a, we refer to the CICs being developed to support key industry sectors. Yorkshire
Forward’s criteria include an RAE grade of “4” together with a substantial volume of activity.
There are indications that other Government agencies and, potentially RDAs, believe that high
quality research and innovation is the preserve of the 5 and 5* departments. There is a danger that
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high quality work being done outside these departments will be ignored, particularly in technology
transfer which always was and still is a strength of the post-1992 universities.

(ii) There is little if any evidence identifying what small businesses understand by the terms
innovation, knowledge and science let alone what they want from service providers in these areas.
From our experience, small businesses want proven, trusted and relevant knowledge and science
that they can apply practically in context. Much of this may not be “novel” per se but may well be
new to the businesses, which for them this will count as innovation.

(iii) Involvement in activities such as SETPOINT has had support from RDAs for work in their
region. There appears to be duplication of work with that being undertaken at a national level in
supporting teaching activity development in schools.

7. Question d

Unable to comment.

8. Question e

In Northern Ireland support for the Food and Drink Industry has been systematically developed through
a Food Technology Centre, linked to the University of Ulster (Loughry College) and a (food) industry
incubator unit.

9. General comments

(i) There appears to be a lack of understanding of small businesses and what makes them diVerent
from medium and large businesses, particularly with regard to their science and technology base.
Consequently, there is a danger that policy is “supply led” from government agencies and
knowledge providers rather than “demand led” from small businesses. The importance of small
businesses we think is often overlooked. In the UK, 80 per cent of all manufacturers are small
businesses employing 50 people and 83 per cent of all caterers and retailers are micro businesses
employing 10 people. It seems to us that the big challenge for the science and knowledge base within
each RDA is how to engage with small businesses which is much more diYcult than engaging with
large companies and the public sector. This was partly addressed in the 1990s by MAFF through
the establishment of Regional Food Technology Transfer Centres based at HE institutions with a
strong involvement in Food and Drink education. In some cases, RDAS are actively supporting
these centres, in others, not.

(ii) In some regions, the RDAs have engaged fully with the HE (Food and Drink) sector in
developing strategies for support of the Food and Drink sector; ultimately this will link to or inform
research. In others, either through a lack of a Food and Drink HE establishment or for other
reasons such engagement has not occurred.

21 February 2003

The Institute of Food Science and Technology (IFST) is the independent professional qualifying body for
food scientists and technologists. It is totally independent of government, of industry, and of any lobbying
groups or special interest groups. Its professional members are elected by virtue of their academic
qualifications and their relevant experience, and their signed undertaking to comply with the Institute’s
ethical Code of Professional Conduct. They are elected solely in their personal capacities and in no way
representing organisations where they may be employed. They work in a variety of areas, including
universities and other centres of higher education, research institutions, food and related industries,
consultancy, food law enforcement authorities, and in government departments and agencies.

IFST’s purposes are:

1. to serve the public interest by furthering the application of science and technology to all aspects
of the supply of safe, wholesome, nutritious and attractive food, nationally and internationally;

2. to advance the standing of food science and technology, both as a subject and as a profession;

3. to assist members in their career and personal development within the profession;

4. to uphold professional standards of competence and integrity.

IFST’s Regional Branch structure in the UK provides opportunities for members to associate together
professionally and socially in their own localities. It provides a visible, tangible local presence and focus of
activity. Branches do not represent the Institute in terms of policy, rather this is carried out by the Council
of the IFST and its related sub-committees including Public AVairs, Education and Accreditation, etc.
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Memorandum by the Institute of Physics

The Institute of Physics is a leading international professional body and learned society, with over 37,000
members, which promotes the advancement and dissemination of a knowledge of, and education, in the
science of physics, pure and applied.

In response to the questions raised in the Inquiry, specific comments made by Institute members are set
out below.

This Inquiry comes at a very appropriate time, the recent White Paper on the future of higher education
provides the sector with both opportunities for expansion and obligations to the local, regional and national
population. If expansion in SET is to be successful in higher education then a regional strategy needs to be
considered. The aims for RDAs should include:

— Greater participation in SET at post-16 and post-18;

— Meeting the needs of current, and creating new, SET employment within the region;

— Creating a greater awareness of and access to skill development in SET;

— Strengthening of HEI/business, research, development and innovation within the region.

One of the challenges identified in the Institute’s recently published report The Importance of Physics-based
Industry to the UK Economy23 is that, despite some high-profile spinout activity in the UK, there appears to
be a low rate of commercialisation of academic research in physics compared with other disciplines. To enable
the UK to reap more of the commercial benefits of its physics base, university physics departments and related
groups should be encouraged to exploit more of their research in industry. There is significant potential for
exploitation and the RDAs are well placed to enable the necessary interaction between universities and
industry. The Institute is committed to helping the UK physics community to realise its full potential, and
sees collaboration with the RDAs as one means of achieving this.

Scottish Enterprise was highlighted at the Institute’s 2003 Annual Congress as a role model example of an
organisation with clear strategies, and eVective delivery of programmes, in technology transfer and business-
university collaboration. We are also aware of similarly eVective initiatives and activity in physics-related
areas being undertaken by the WDA and NWDA.

a. How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

There is a perception amongst our respondents to this Inquiry that the RDAs are not as engaged with SET
as much as they should be. But they do attempt to encourage exploitation in industry. It is appropriate for
RDAs to be involved with universities in knowledge transfer and skills provision, but they should not be
driving a research agenda.

b. How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

SET has very little influence. It is perceived that RDAs are probably taking too much time and eVort in
formulating strategies rather than actually getting to grips with problems swiftly enough. A balance clearly
has to be struck, but SET is a fast moving area, that can change faster than strategies.

c. DoRDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

There seems to be no shortage of funds, just diYculties in accessing them. However, RDAs could achieve
much by investing in incubators for technology start-ups to encourage exploitation of university research
results originating in each region.

For example, the Loughborough Advanced Technology Initiative (LATI) was part of a consortium that
made a bid to the East Midlands Development Agency (EMDA) for funding for an incubation centre. The
successful application resulted in a grant to date of £750,000. The funding has been used to convert part of
a building on Loughborough University campus into the Loughborough Innovation Centre (LIC). LIC is
intended to act as a launch pad for technologically based companies both spinouts from the University and
start-up businesses from outside. All of the above would not have been possible without RDA support.

The North West Development Agency (NWDA) has agreed in principle to provide financial support for
the Fourth Generation Light Source (4GLS) project at Daresbury Laboratory in two specific areas: (a) a
contribution of five per cent of the capital costs of the project (up to £4.5 million) and (b) the provision of
the 4GLS building. Thus, the NWDA is actually driving what will be a national facility. The NWDA has also
recently decided to develop the Daresbury Incubator and Science Park alongside the Daresbury Laboratory.
Construction of the Science Park is about to commence.

The Welsh Development Agency (WDA) has been the key player in implementing the Centres of Excellence
Programme and the Technium Programme established by the Welsh Assembly, both of which benefited from
EU funding. The WDA has also supported several initiatives directed at increasing research capacity and
advancing training opportunities in science and engineering.

d. How do RDAs reach decisions on financial support for SET? How should success be judged?

23 Published on 10 March 2003, text available at http://industry.iop.org/PBI.html
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There is a perception that SET is a low priority, so does not get the support it deserves as a significant source
of new business and economic growth.

e. What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

All the investment must not be placed into one subject area that may be rising in a boom period but may
equally fall as rapidly.

Providing improved infrastructure without also putting significant eVort into business creation does not
oVer a guaranteed route to sustainable growth.

March 2003

Memorandum by Invest Northern Ireland

Invest NI and its legacy agencies have over recent years sought to develop and promote Science,
Engineering and Technology (SET) in a variety of ways with a view to promoting economic development in
its broadest sense. In responding to the call for evidence from the Science and Technology Sub-Committee,
it is important to outline the economic context in which this important work is set. The following overview
is based on an extract from the recently published Consultation Paper on a Regional Innovation Strategy for
Northern Ireland [DETI, November 2002].

Economic Overview

Northern Ireland’s economy continues to operate at a trade deficit when compared to its neighbours in the
rest of the UK, as well as the Republic of Ireland. At the same time, the basis for Northern Ireland’s
competitive position, in common with most other developed economies, is rapidly moving to a position where
knowledge, skills and innovation capability, rather than the cost base, will be the key factors influencing
future economic success.

OYce of National Statistics research based on the 1999 UK-wide survey of R&D expenditure shows that
Northern Ireland lags some way behind the UK average, and does not compare favourably with most other
UK regions. Higher Education Expenditure on R&D (HERD), based on a percentage of the regional GDP,
is the area in which Northern Ireland performs best, coming a mid-table seventh out of the twelve UK regions.
In terms of government expenditure on R&D (GOVERD), Northern Ireland ranks ninth out of twelve.
However it is the level of business expenditure on R&D (BERD) that is most concerning, with Northern
Ireland coming in at eleventh out of twelve. Indeed, while the UK average for BERD is 1.29 per cent of GDP,
Northern Ireland’s private sector expenditure is only 0.5 per cent.

Taken together, these statistics clearly suggest that Northern Ireland, at present, is firmly rooted in the
lower quartile of the UK’s R&D expenditure league. Indeed on their own these figures do not show that while
total BERD in Northern Ireland is somewhat under half the UK average, this does not take account of the
fact that government support to private sector R&D is much higher in Northern Ireland than elsewhere in
the UK. For example, in 1999 11 per cent of business related R&D in Northern Ireland was paid for with
public money, while nationally the figure for such support was only 4.7 per cent. While there is no doubt that
during the 1990s some progress was made in terms of the growth of BERD, by 1999 the top ten R&D
companies (mainly larger MNEs) still accounted for around 60 per cent of all business related R&D activity—
a figure which, despite a brief improvement in the mid-1990s, has barely altered since 1993.

The imminence, speed and inevitability of the shift to a knowledge based economy has been described in
numerous international, national and regional reports by government, think tanks and academics, and can
be observed in the way in which foreign investors now seek a strong skills base and links with world-class
research departments at universities much more enthusiastically than they seek a grants package or low cost
premises.

For Northern Ireland the shift to a knowledge-based economy is particularly challenging. The Best Report
(NIEC, 2000) identified that for Northern Ireland, too few entrepreneurial firms, inadequate networking, low
technology management capabilities and poor skills formation leads to a situation where the economy is not
well-placed to meet the challenges posed by the so-called “knowledge economy”. The economic and social
performance of Northern Ireland has been strongly influenced by a number of factors, among them, the
traditional but declining, heavy engineering base of the economy, the impact of the region’s long history of
political and civil turmoil and the reliance for new investment on foreign investors who create knowledge in
their “home base” rather than in Northern Ireland.

The balance of strengths to weaknesses in relation to research, development and innovation indicate a weak
overall performance compared to the rest of the UK and Europe. However, despite coming from a low base,
research expenditure by companies has been rising in recent years and inward investors have shown a
propensity to invest in R&D activity. Good linkages between industry and the universities is apparent and
the producer of raw material for research, development and innovation, the education and training
infrastructure, has a strong record of achievement. However studies suggest that two factors limit the
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economic impact of current university research—R&D spending per capita within the NI university sector is
less than half the UK average and relatively little of NI’s knowledge generation capacity is oriented to the
needs of local business; rather it addresses broader academic or scientific agendas.

How and to what extent do RDAs develop and exploit SET to stimulate employment, employment opportunities,
regeneration, wealth creation and improved skill sets?

The extent to which SET is developed by Invest NI support mechanisms is perhaps best captured in the
tables overleaf, which identify support schemes for industrial and pre-competitive R&D; technology up-take
and usage measures, and other R&D and Innovation Support Measures.

Box 1: Pre-competitive R&D Support Measures

The Product and Process Development (PPD) Scheme, first introduced in 1977, provided grant support
for innovative (near market) product and process development. PPD was replaced by Compete in 1994.

Compete was introduced in 1994 following a review of PPD in 1993. Like the PPD Compete supported
innovative, near-market product and process development through the provision of grant support. The
Compete scheme did, however, introduce a number of new features: (a) a two phase structure with an
initial small-scale project definition phase for which up to 50 per cent grant was available; (b) a “green”
bonus (ie a 10 per cent addition to the grant rate) for projects which meet the programme criteria and are
judged to have a significant environmental benefit; (c) a maximum of three Compete projects per company
at any one time. From 1992–92 to 2000–01 total grant oVers through Compete Phase 1 were £6.7 million,
an average of £10-12,000. Over the same period Compete Phase 2 oVers totalled £36.1 million, an average
in 2000–01 of £108.0

Box 2: Industrial Research Support Measures

The Science & Technology Programme (STP) was introduced in 1989 to support industrial research
either by companies alone or through collaborative projects between the universities and industry. STP
was reviewed in 1995 and the result was a change of name to START with the aim of supporting
industrially relevant research in Northern Ireland. The objectives of the scheme were also broadened
following the review to allow support to be oVered to areas which represent “longer-term priorities that
are likely to emerge from the outputs of the Technology Foresight exercise”. Total grant oVers made
through STP and START from 1992–92 to 2000–01 were £45.3 million.

The RTD Centres of Excellence programme supports major proposals that will enhance market driven
technological capability to further stimulate the restructuring of the economy. EU “Peace II” funds
(augmented by Invest NI), together with corresponding funds from industry and academia, will result in
a combined investment in the order of £80 million and establish almost 20 centres.

From the mid 1990s onwards, Northern Ireland has sought to significantly strengthen its technological
research infrastructure. The ERDF funded Technology Development Programme (TDP) was introduced
in October 1994 to build on the earlier EU STRIDE (Science and Technology for Regional Innovation
and Development) programme. TDP invested £21 million (total project costs in excess of £36 million)
while STRIDE attracted £11 million of EU support. Together, these two former programmes established
almost 30 Centres designed to improve the competitiveness of Northern Ireland industry.
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Box 3: Technology Use Measures

These schemes consist of a range of subsidised consultancy services designed to allow firms to audit their
use of technology and environmental management and implement appropriate development plans. The
Technology Audit Scheme, for example, was launched in August 1993 and aims to increase
competitiveness by accelerating the uptake of technology relevant to the company’s needs. Initially, the
scheme oVered 66 per cent support for eligible consultancy (up to a max of 14 days) to eligible firms. Total
oVers made through the Technology Audit Scheme from 1992–92 to 2000–01 were £428,600, representing
an average grant oVer of £3-4,000 (Table 2).

The Environmental Audit Support Scheme (EASS) follows a similar pattern to the Technology Audit
Scheme by providing up to £5,000 towards consultancy costs associated with conducting an environmental
audit of a site or process. In addition from 1996–99 the Environmental Management Support Scheme
complemented the EASS by providing up to £15,000 towards consultancy costs for the development,
implementation and certification of an environmental management system to either ISO14001 or the EU’s
Eco-management and Audit Scheme. Total oVers through the Environmental Audit and Management
Support Scheme totalled £3.2 million, with grant oVers averaging £3-5,000 for Environmental Auditing
and £7-12,000 for developing a certified Environmental Management System.

In 1999, the Technology Audit Scheme was renamed the Innovation Audit Programme with the aim
of “assisting small and medium-sized companies to improve their use of technology, enhance their design
capability and improve their product development process”. In 1999, IAP oVered support of 50 per cent
to small and medium-sized manufacturing businesses to employ a consultant to conduct an audit including
a review of current status, the development of an innovation plan and help with implementation. Spending
on the Innovation Audit Scheme has averaged around £25-30,000 since its introduction.

Box 4: Other R&D and Innovation Support Measures

The SMART (Small Firms Merit Award for Research Technology) award scheme operates throughout
the UK and provides financial support to individuals and small companies to develop innovative ideas on
a competitive basis. Initial awards of around £50,000 help companies to carry out technical and/or
commercial feasibility studies with a further c.£100,000 available to help develop to pre-production
prototype stage. Total SMART grant oVers made in Northern Ireland from 1992–92 to 2000–01 amounted
to £3.2 million.

The Networking Programme was launched in October 1994 and continued the networking strand of the
EU STRIDE programme. The scheme enables local companies and research organisations to access the
latest technologies and research expertise from Europe and around the world. Eligible activities include
establishing international, industrially relevant RTD partnerships, building consortia for participation in
the European Framework Programme, and identifying new technologies which could be used or exploited
locally. Awards are typically small with the c.800 projects oVered support to date receiving an average
grant of c.£2,000.

A range of specialist services, in addition to Networking, assist to local organisations (especially SMEs)
wishing to participate in the European Framework Programme (FP). Advice on proposal writing, funding
opportunities, partner searching, etc have assisted local companies and universities receive c.£12 million
under the 4th FP and c.£14 million under the 5th FP. In addition, Invest Northern Ireland hosts a local
Innovation Relay Centre (IRC) who both promote trans-national technology transfer and disseminate
research results from Europe.

Teaching Company Scheme (or TCS) is a well-established UK-wide scheme supporting technology
transfer and university-industry collaboration through graduate placements. On average, around 20 new
projects are initiated in Northern Ireland each year.

How do Advances in SET and National SET Policies and Initiatives Influence and Inform RDA
Strategies?

Advances in SET and national and indeed European SET policies impact significantly on the work of Invest NI.

At the European level, innovation and technology has been the subject of important policy
“communications”, such as the Green Paper on Innovation and Action Plan for Innovation in Europe:

— Of particular significance is the 6th Framework Programme (2002–06), known as FP6. Valued at
ƒ17.5 billion, FP6 is the EU’s overarching mechanism for research funding in Europe. The
promotion of enduring partnerships and collaborations is a central commitment of the Commission
and so “Networks of excellence” and “Integrated Projects” are new instruments that have been
introduced into FP6. Invest NI actively promotes involvement in FP6 by local companies and
universities.

— At the UK level, the recent White Papers on competitiveness—“Opportunity for all in a World of
Change” (DTI and DFEE, 2000) and Science and Technology—“Excellence and Opportunity: a
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Science and Innovation Policy for the 21st Century” (DTI, 2000) have emphasised the opportunities
associated with the knowledge-based economy. These documents inform the policy direction of
Invest NI’s work.

— The DTI has also identified that a key component in creating the most eVective environment for a
future focused knowledge driven economy has been the adaptation of Foresight practices by the
public and private sectors of the most advanced economies in the world. Northern Ireland has its
own Foresight Programme, regarded as a regional exemplar by the DTI, which has been successful
in linking business, government and academia in new ways.

— The DTI has also identified that a key component in creating the most eVective environment for a
future focused knowledge driven economy has been the adaptation of Foresight practices by the
public and private sectors of the most advanced economies in the world. Northern Ireland
participates fully in the UK Foresight Programme while developing its own local arrangements.
These arrangements are regarded as a regional exemplar by the DTI, and have been successful in
linking business, government and academia in new ways.

Other initiatives which inform and impact upon Invest NI work include:

— The Baker Report on “Creating Knowledge Creating Wealth” (1999).

— Sir Gareth Roberts’ Review of the Supply of Scientists and Engineers Consultation Paper (2001).

— The Government’s “UK Online” programme (www.ukonline.gov.uk), including “The
Broadband Future”.

— The Sixth report of the House of Commons Science and Technology Committee “Are we realising
our potential?” (2001).

Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

Invest NI’s policy, and that of it’s former agencies, is and has been, firmly set within the context of EU
policy with the prime objective of strengthening the science and technology bases of industry enabling it to
become more competitive at international level. Northern Ireland has benefited from a sustained injection of
EU funding. This has enabled Invest NI to influence the economy through support for major R&D
infrastructural schemes as well as a range of individual and discrete projects.

The EU Programme for Peace and Reconciliation in Northern Ireland and the Border Region of Ireland
is currently stimulating the restructuring of the economy by harnessing SET strengths to boost innovation,
increase business confidence, build business competitiveness, encourage entrepreneurship, promote greater
quality jobs and increase social inclusion and opportunity for all through the RTD Centres of Excellence
programme.

The EU, through the Building Sustainable Prosperity (BSP) Programme is also supporting and
strengthening Northern Ireland’s industrially driven research base through 75 per cent funding of Invest NI’s
principal support mechanisms (COMPETE and START). BSP also contributes to important initiatives
including SMART, TCS and the Innovation Audit Programme.

However, with Northern Ireland designated as a “Transitional Objective 1” region of Europe, potentially
there will be fewer opportunities in the years ahead for locally funded industrial R&D activities. Consequently
Invest NI seeks to enhance participation in the collaborative research opportunities oVered by the European
Framework Programme. Invest NI therefore provides a dedicated, specialist service to assist local companies
(particularly SMEs) and research organisations forge international RTD linkages.

At a national level, Invest NI seeks to maintain and strengthen its close links with the Department of Trade
and Industry and the OYce of Science and Technology. Invest NI’s regional interests in SET facilities leave
it well placed to both contribute to national policy and benefit from Government’s support for research in
its role as investor, facilitator and regulator of science and innovation.

A strong regional policy, focusing on enterprise, innovation and skills and fully integrated into a national
competitiveness strategy, should leave Northern Ireland well placed to bid for those new and additional
resources which will lead to the UK capturing the benefits of developments in genomics, bioengineering,
nanotechnology, infomatics, e-science or quantum computing.

Locally, innovation is a recurring theme throughout the Economic Strategy Review document “Strategy
2010”, the Programme for Government and the Invest NI corporate plan. It’s importance has most recently
been recognised by the development of a Research and Development and Innovation (RDI) Strategy for
Northern Ireland.

The RDI strategy asserts that Northern Ireland has in place some of the central pillars of a truly
competitive, knowledge-driven economy. Our education system produces some of the most highly-qualified
graduates in the UK, and a higher proportion of eighteen year olds enter third level education in Northern
Ireland than in any other UK region. Increasingly our further Education Colleges are focusing on the need
to create a pool of well qualified, skilled workers who can add value to the entrepreneurial firms necessary to
create a “new” economy. By working with the small business sector, the universities and local government,
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the Further Education Colleges are increasingly contributing high quality knowledge resources and skills to
enhance local enterprise and innovation networks. The two universities in Northern Ireland carry out some
genuinely world-class research and development work, and indeed they have earned strong brand reputations
nationally and internationally as a result. In recent years the universities and industry have begun to interact
in a more structured and commercially focused way, and the increasing numbers of university “spin-out”
companies stands as a testimony to this fledgling awareness of the commercial potential from existing R&D.
Some University initiatives, supported by government have put entrepreneurship and innovation firmly on
the economic development agenda. The work of QUBIS Ltd and UUTECH Ltd to commercialise the R&D
work of the two universities and facilitate technology transfer is also significant.

The regional innovation strategy sets out a vision for the future (“To create a culture and environment
within which Northern Ireland will prosper by using its knowledge, skills and capacity to innovate”) and a
framework for action which requires the involvement of all the main “stakeholders” in Northern Ireland in
respect of research, development and innovation— government departments, the universities and the private
sector. This strategy will undoubtedly seek to take full advantage of all available local, regional and national
SET facilities, expertise and funds.

How do RDAs reach decisions on financial support for SET? How should success be judged?

Invest NI promotes and manages a wide range of programmes and initiatives designed to provide financial
support to industrially relevant SET activities. The key requirement for any application for support is that
it must contain or have the potential to realise genuine economic benefit for the region.

This is perhaps typified by the RTD Centres of Excellence Programme, the objective of which is to “support
major proposals for the establishment of R&D Centres that will enhance the market driven technological
capability within Northern Ireland industry and the universities to further stimulate the restructuring of the
economy and, in particular, grasp the opportunities oVered by new technologies. This in turn will develop
the ability to carry out leading edge, industrially exploitable and above all commercially focused research
which will demonstrably improve the competitiveness of Northern Ireland industry”.

At programme level Invest NI has established a number of key criteria against which the suitability of
applications to its various SET/R&D support programmes are measured. These include the eligibility of the
proposed project for the support programmes, the compatibility of the proposed research with the applicant’s
business and research strategy; the aims and final deliverables, (used to monitor project progress); the degree
of innovation or novelty; technical validity, viability and merits; the degree of technical risk or uncertainty,
and where appropriate, degree of commercial risk; industrial relevance and market potential; evidence of
agreements in respect of IPR, eg technology transfer, patents and publications; reasonableness of all costs;
additionality; potential company/regional benefits; quantitative and non-quantitative benefits to be accrued
from the Government assistance; and the ability and experience of the project team. Consideration of these
factors help Invest NI determine whether projects or initiatives are likely to contribute to the organisation’s
overall objectives with regard to the development and exploitation of innovation and SET.

From the wider economic development perspective, the extent to which the proposed project will
contribute to the local economy is a key value for money assessment, ie a “measure of success”. In the case
of near market development projects, this can be, but is not always, relatively straight-forward to establish
in terms of increased technical/R&D capability, increased turnover; reduced costs; increased value of sales/
exports; new jobs created. For research that is somewhat further oV the market, the task is more diYcult. The
Sub-Committee may be interested to note that Invest NI is currently seeking to develop a model which it is
hoped will be capable of predicting, ex-ante, what economic benefit might be expected to derive from a given
research proposal. In identifying a wide range of wider economic benefits that typically derive from a strategic
research project, the model will also present a comprehensive set of criteria against which the value of any
given project to the regional economy can be judged ex post. This list of criteria includes (at company level)
benefits such as increments to knowledge; commercial application and output; staV development and
education; increased research capability; increased research management capability; increased capacity to use
existing research outputs; cost reduction; new or improved products or processes; IPR revenue; and
reputational or strategic benefits. In terms of wider regional benefits, these include such criteria as cost
reductions in other organisations; knowledge spill-overs eg supply chain; fiscal benefits; spin-outs and spin-
ins; partnership or network gains; reputational or halo eVects; improved information bases; agglomeration
or informational advantages; and availability of a pool of trained workers.

The new model will add significantly to our ability to assess the likely and actual success of R&D/SET
projects and initiatives in the future.

February 2003
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Memorandum by Let’s TWIST (Yorkshire and Humber) and JIVE Partners

A NATIONAL INFRASTRUCTURE FOR CREATING CHANGE FOR WOMEN AND
GIRLS IN SET

1. Summary

1.1 Let’s TWIST (Let’s Train Women In Science, Engineering, Construction and Technology) is a
partnership project between Bradford College (Department of Engineering, Construction and Computer
Science, where it originated) and SheYeld Hallam University (School of Built Environment) in the Yorkshire
and Humber region. The two Let’s TWIST units work in collaboration to maximise expertise, resources
and impact.

1.2 The Let’s TWIST partnership began in 1998 with the support of European Social Fund Employment
NOW funding and has continued to develop through additional sources of funding. The most recent of which
is from the ESF ‘Equal’ initiative matched by funds until March 2005 from the RDA Yorkshire Forward.
This is funding an extensive range of activities being delivered in the Yorkshire and Humber region as part
of a national initiative, known as JIVE (Joint Interventions) Partners, which is led by Bradford College.

1.3 Yorkshire Forward are contributing significantly to the widening participation of women and girls in
SET in the region, a priority identified in the recommendations of in the Roberts Review (March 2002) and
in the recent Greenfield Report (Dec 2002). This enables the project to work throughout the Yorkshire and
Humber and link in with the four SET Points of the region through the STEM (Science, Technology,
Engineering, Maths) steering group.

1.4 Yorkshire Forward’s contribution has significance beyond the region. It has given partners in other
RDA regions, and in Wales, the opportunity to showcase Yorkshire Forward and the importance it is placing
on occupational desegregation in SET for the future skills development of the region. Although as yet this
hasn’t brought in parallel investments by other RDA’s, it has resulted in funding from the National Assembly
for Wales for our Welsh partners’ activities.

2. Let’s Twist

2.1 Let’s TWIST aims to encourage and support girls and women into careers and studying (from craft to
graduate level) in engineering, construction and technology—occupational areas where they are significantly
under represented. It works holistically to breakdown the barriers to successful entry and progression for
women into the target sectors. It’s activities range from:

2.1.1 Providing positive action courses for women and girls: such as up skilling courses in surveying
for female administrators working in surveying firms; craft taster courses in construction skills; ICT
programming and web design courses. Using substantial outreach techniques and positives
targeting to attract women onto these courses and providing personal support and mentoring to
ensure retention and progression into further training or employment in the sectors.

2.1.2 Delivering events for year 9, 10 and 11 girls based on the WISE Outlook model of 3 day hands
on engineering events, introducing women role models, visiting companies where they can meet
women engineers and nurturing interest in engineering through mentoring, with parallel
programmes in construction.

2.1.3 Developing an extensive mentoring programme currently involving 60 school girls in the
Yorkshire and Humber region linked to undergraduate female mentors from the universities of
Bradford, Leeds and Huddersfield and with undergraduates linked to professional female engineers
working in companies across the country (Ove Arup, BT Wholesale); with a parallel scheme running
in the craft and technician routes.

2.2 It is not suYcient to focus activities merely on the supply side. The reasons why so few women choose
careers in science, engineering, technology are complex. For many years the focus has been on how to engage
and girls interests in these sectors. Whilst this is vital, it is equally vital to look at the culture of the industries
themselves including learning environments, and the role of gender and occupational stereotyping of careers
education and guidance. Until issues in these areas are addressed, gender desegregation in the science,
engineering, construction and technology areas won’t be broken down.

2.2.1 Let’s TWIST has developed and delivers staV development training for lecturers in further,
higher education and work based providers to raise the quality of teaching and learning for women
studying in the sectors. Training focuses on what women want from lecturers and how lecturers can
meet their learning needs and create inclusive learning environments. Training is oVered throughout
the region.

2.2.2 Work with careers professionals is centred around continued professional development
training in how to overcome gender stereotyping in careers guidance and education using case
studies as a basis to explore good practice. Training is oVered throughout the region followed up
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with hands on engineering events for careers professionals to enable them to understand the nature
of the occupations within the sectors.

2.2.3 Work with companies looks at the policies and practices that go within them that make the
working culture and environment very diYcult for women to enter and become a valued member
of. We will be developing and piloting a cultural audit tool to assist companies to overcome gender
bias and to attract and retain women in technical roles in their companies.

3. JIVE Partners

3.1 JIVE Partners is the latest initiative being led by Let’s TWIST. The partnership of 10 organisations is
cascading and developing the work that has been taking place in Yorkshire and Humber through a national
delivery infrastructure based in three RDA regions: Yorkshire and Humber, the South East and London, a
Welsh national hub and a sector hub of engineering construction.

3.1.1 Objective one of JIVE is “to develop three regional, one Welsh national and one sectoral hub
for promoting an integrated action for gender desegregation linked to key policy makers through
regional and national advisory groups, together with a team of trainers/change agents working with
and from the hubs”.

3.1.2 Regional coordinators and mentoring coordinators, supported by a pool of trainers, are
working from the hubs to develop and deliver the large range of activities of the partnership. This
is a pilot infrastructure that is unique with it’s focus on gender in SET and if successful, could oVer
a model for sustained intervention across the RDA regions.

3.2 JIVE brings together equalities experts—Let’s TWIST, the Women’s Training Network and the Equal
Opportunities Commission—in a unique collaboration with sector skills councils, further, higher and
community education organisations. This brings together the most segregated sectors of industry seeking to
achieve a more diverse workforce, and bottom up equality education, training and advisory organisations
experienced in developing and promoting good gender equality practices in the engineering, construction and
technology sectors.

3.2.1 JIVE Partners include Bradford College, SheYeld Hallam University, the Open University,
the Engineering Construction Industry Training Board, Property Services NTO, the Women’s
Training Network, the Oxford Women’s Training Scheme, Women’s Education in Building, CardiV
Women’s Workshop and the Equal Opportunities Commission. The partnership is also working
with organisations in Germany, France, Finland and Denmark.

3.2.2 “EOC has joined as a partner in JIVE because we recognise that this partnership is important,
exciting and innovative. This is a time when government and others are recognising the importance
of addressing the equality, stereotyping and segregation agenda for the success of their vocational
skills programme and for individual success. We believe that the products of JIVE can support
positive change in culture and practice and reduce occupational segregation. We hope to help in
the process of joining the key delivery agencies with JIVE products so that good equality and anti-
stereotyping practice is built into mainstream provision as the norm”.

3.2.3 Regional Advisory Groups are being set up in each of the regional hubs linking the work of
the partnership to regional policy making bodies. In the Yorkshire and Humber hub this is made
up of the Learning and Skills Development Agency, Learning and Skills Council, RDA,
Engineering Marine Training Authority (EMTA), ECITB, Careers Bradford and the Engineers
Employers Federation.

3.3 JIVE (Joint Interventions) Partners are contributing to breaking down gender segregation in the
engineering, construction and technology sectors by developing new approaches to tackling the cultural and
institutional barriers preventing women from pursuing careers in these highly segregated sectors.

3.3.1 JIVE is developing and implementing practical solutions for addressing occupational
stereotyping and gender bias for careers influencers, learning providers and employers, whilst
developing a co-ordinated national network of mentoring support for girls and women, oVering up
skilling training in ICT engineering and targeted recruitment into modern apprenticeships.

3.4 JIVE can oVer professionals nationally:

3.4.1 Free training for over 300 careers professionals in how to overcome gender stereotyping in
careers guidance and education. A working group which has representation from Connexions
national unit is currently developing new training and promotional materials.

3.4.2 Opportunities for free training for 500 learning providers on creating inclusive learning
environments by training lecturers and tutors in how to provide conducive learning environments
for women in technology.

3.4.3 Supporting 250 employers to develop good gender equality practice to enable better
recruitment and retention of women in the sectors.
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3.5 JIVE are oVering women and girls nationally:
3.5.1 Encouragement, coaching and support to over 600 women and girls through mentoring and
networking across the UK and Europe.
3.5.2 Positive action up-skilling courses to women in technical ICT and hardware in the South East
and Wales.
3.5.3 Targeted recruitment of girls and women that promotes opportunities in Modern
Apprenticeships in the sectors (especially the engineering construction sector through the work with
the Engineering Construction Industry Training Board).

3.6 JIVE is producing:
3.6.1 Evaluation reports of the impact of the activities of the partnership.
3.6.2 Three research strands focusing on: 1. impact of the regional infrastructure as a model of
integrated action; 2. experiences of women undertaking ICT up-skilling training and the impact on
the gender pay gap; and 3. the culture of the engineering construction sector and the impact of JIVE
activities on the sector.
3.6.3 Developing new resources, videos and training materials to underpin all activities.

4. Conclusion

4.1 JIVE oVers a model for integrated action to overcoming desegregation in the SET occupations. The
joint collaboration of equality experts, ITB’s, SSC’s and learning providers is essential if there is to be any
substantial impact in the sectors.

4.2 The pilot infrastructure linked to three RDA regions can oVer a significant blueprint for sustained
intervention. Yorkshire Forward’s contribution towards this should be showcased nationally so that other
RDA’s can follow suit, in particular the South East and London Development Agencies where the pilots are
taking place.

4.3 Let’s TWIST and JIVE activities are based on tried and tested methods for empowering women and
girls to widen their career choices, and on researched evidence of the experiences of women seeking careers
advice, entering learning environments and employment. Without tackling barriers on both the demand and
supply side, no significant gains will be made to attract women into the industries, overcome the skills gaps,
breakdown occupational segregation and narrow the gender pay gap.

4.4 This is a very critical time for gender segregation in the labour market. New government agendas
provide both threats and opportunities for equality—more overt occupational segregation may occur if no
action is taken.

February 2003

Memorandum by the North West Universities Association (NWUA)

1. Introduction.

1.1 The North West Universities Association was founded in 1999 and represents the sixteen higher
education institutions in the North West of England.

1.2 The RAE results published in December 2001 confirm the international quality of the research (ratings
of 5 or 5*) in many science and technology departments in the North West, that the best research-led
universities are “playing in the premier league” for international research and that the North West is unique
in having significant 5* research throughout the HE base.

1.3 Part A of this submission responds to the specific questions raised by the Sub-Committee. These
questions have been re-phrased to focus specifically upon the North West Development Agency (NWDA).
The NWUA welcomes the importance which the NWDA’s policies attach not just to deriving regional
competitive advantage through knowledge transfer from Higher Education Institutions, but also to
developing and sustaining the research base which underpins this knowledge transfer.

1.4 Part B makes some specific recommendations for ensuring maximum regional advantage from the HE
science base and draws heavily upon an NWUA submission to the North West Science Council.

Part A: Sub-Committee Questions

2. How and to what extent does the NWDA develop and exploit SET to stimulate employment, employment
opportunities, regeneration, wealth creation, and improved skill levels?

2.1 The initial NWDA Regional Strategy included objectives with a strong implied SET focus, for
example:

“To create the environment for the North West to be a vibrant, world-class centre of excellence in
innovation, which drives and feeds the economic prosperity of the region.”
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The importance the NWDA attaches to the HE Sector is clarified in the draft revised NWDA Strategy; this
emphasises not just technology transfer from universities but also the importance of world class research in
science and technology in driving economic regeneration and regional prosperity in a knowledge-led
economy.

2.2 The HE Sector in the North West has worked with the NWDA since its inception, developing and
implementing policies to exploit SET. The NWUA believes that the accelerating degree of engagement with
the HE sector and the breadth of activities supported by the NWDA augur exceptionally well for the future
economy of the region.

2.3 Arguably, of greatest potential benefit to the region in developing and exploiting SET is the support
given by the NWDA to the Northwest Science Council. The recently published Science Strategy
englandsnorthwest is a UK first and the Region should be justifiably proud of this innovative approach.
The HE Sector is represented on the Science Council by two NWUA Board members, including the
NWUA Chair; the Executive Director of the NWUA also is in attendance. Moreover, the Chair of the
NWUA Research Committee is a member of the Council’s “Core Group”, which is chaired by one of
the NWUA Science Council members.

2.4 Although Science Strategy englandsnorthwest is influenced strongly by the NWDA’s industrial sector/
cluster approach, there was extensive consultation with the HE Sector. The NWUA Research Committee
made a detailed submission and many of the ideas were incorporated. For example, Science Strategy
englandsnorthwest includes mechanisms for collaboration (“innovation zones”) which were proposed by, and
which will be encouraged by, the NWUA. These “innovation zones” will be research partnerships designed
to achieve critical mass or to facilitate multidisciplinary research.

2.5 There has been some concern within the NWUA that important opportunities for the region might be
missed by focussing too narrowly on “hard” science and engineering. Management science has an obvious
relevance for a region with notably low levels of productivity. Moreover, the social sciences figured strongly
in the Foresight Reports as a major potential source of innovation, particularly in collaboration with
scientists and technologists. Similarly in the creative industries sector, there is considerable potential for
collaborative research between science, technology and the arts. The draft revised Regional Economic
Strategy begins to recognise the importance of these areas.

3. How do advances in SET and national SET policies and initiatives influence and inform NWDA’s
strategies?

3.1 The NWDA engages actively with the NWUA or selected universities in responding to national
policies and initiatives (eg broadband; incubation), often giving a specific regional dimension (eg regional
foresight). The NWDA also provides support, sometimes financially, when the HE sector pursues national
initiatives (eg Genomics Institute, Fourth Generation Light Source and Science Teaching Centre of
Excellence).

3.2 As emphasised in the previous Section, the NWDA is directly involved in strengthening the SET
research base where this can result in active support for industry in the region. This is consistent with national
policy on universities being powerhouses for the economy.

3.3 Again in line with national policy, the NWDA is being proactive in developing a network of incubators
for spin-out and start-up businesses; most are located in, or supported by, HE institutions. The NWDA also
supports a wide range of knowledge transfer projects.

3.4 Academic researchers are networked into the international research community in their subject area.
They are therefore potential sources of authoritative “intelligence” on R&D developments around the world.
The North West is not currently capitalising systematically on this intelligence although Science Strategy
englandsnorthwest notes the importance of horizon scanning and promises “forward-looking exercises”.

4. Does the NWDA take full advantage of all available local, regional, and national SET facilities, expertise,
and funds (including EU funds) in implementing their policies?

4.1 It was emphasised in Section 2 that the NWDA has been progressively developing its engagement with
the HE sector. There were concerns that the NWDA’s commitment to a demand-led, industrial sector/cluster
approach might risk short-term considerations prejudicing the development and pursuit of strategic SET
directions. It might also make it diYcult to establish eVective links with the research base because of the
number of academic disciplines relevant to each industrial sector/cluster and the number of problems which
are generic across sectors/clusters. However, these concerns are addressed both by Science Strategy
englandsnorthwest and the draft revised Regional Economic Strategy. Moreover, the NWDA has shown itself
willing to support SET in a “response mode” where it can be demonstrated that there are opportunities for the
region to benefit from international quality research in the region’s universities. The NWDA has developed
rigorous review procedures for submitted projects.

4.2 The NWDA has been particularly eVective in providing match funding to leverage money from other
funding sources. A major example is the “virtual Economic Development Zone” (vEDZ) with £14.4 million
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ERDF Objective 2 funding for science and technology transfer infrastructure projects in universities and
associated organisations. The NWDA is providing match funding for most of these projects. It is also
providing match funding for many ERDF revenue projects being run by HEIs in the region.

4.3 The NWDA has contributed additional funding to the NWUA to support KnowledgeNorthWest, a
brokerage service which enables businesses to access appropriate expertise anywhere within the universities
and colleges of the North West.

5. How does the NWDA reach decisions on financial support for SET? How should success be judged?

5.1 The first question is best addressed by the NWDA. The NWUA has welcomed the establishment of a
North West Science Council. One of the functions of the Science Council is to advise the NWDA on financial
support for the science base.

5.2 Some projects are relatively straightforward to evaluate using standard performance indicators such
as number of participants completing course, number of companies assisted, number of student placements,
or even number of jobs created. These performance indicators are superficial measures of economic
regeneration but they have the merit of simplicity for projects with immediate impact and most HE
institutions are accustomed to measuring this type of output because of the discipline of ERDF reporting. In
other cases, evaluation may have to rely on qualitative judgements. Many projects associated with SET do
not have immediate impact, such as investment in the research base, and will be expected to generate
economic benefit only in the medium or long-term. Moreover, HE institutions have an important role in
attracting inward investment but success is likely to be due to a complex combination of factors and not a
single project. However, overall success in these areas could be judged by, for example:

(i) The success in attracting international and other research funding to the North;

(ii) The number of inward investors citing the SET base as a significant factor in their investment
decision

(iii) Research assessment performance.

6. What lessons may be learned from the NWDA’s approach to SET, and from the longer experience of
Scotland, Wales, and Northern Ireland?

6.1 Developments with respect to SET in the North West of England are looking very promising. The
NWDA is rapidly developing its engagement with the HE sector through the Science Council and support
for a wide range of projects. A number of “flagship” projects are well advanced (eg Core Technology Facility
in Manchester; InfoLab21 at Lancaster). It is premature for a full evaluation of the NWDA’s approach.
Perhaps more important is to note that the approach has evolved through dialogue with the HE sector, with
progressively increasing commitments from each side.

6.2 The NWUA has not reviewed evidence from elsewhere in the UK.

Part B: NWDA Support for the Science Base—Some Specific Issues

7. Timescales

7.1 Adjustments to the research base in HEIs can take years to achieve, major new areas may take a decade
or more to achieve international quality. On the other hand, industrial needs tend to be immediate with
arguably less knowledge about likely future technological opportunities and possibilities than academic
researchers. Moreover, many of the companies which will in 10 or 20 years be benefiting from the HEI
research base in the north west do not yet exist or have not yet considered locating here.

7.2 Any new technology transfer links between university departments and industry are likely to influence
research agendas. But this risks being more opportunistic than strategic. At worst, it may operate more to
perpetuate the current industrial processes and production rather than stimulate innovation based on new
technologies.

7.3 Steering the research base to address regional needs therefore needs a strategic regional engagement
with HEIs focusing on the medium to long-term planning horizon. This contrasts with the immediate nature
of most current national initiatives for encouraging knowledge transfer from HEIs.

8. Policy Instruments

8.1 Policy for the science base needs to address the build up of critical mass; the development of new
research areas, particularly those at the boundaries of traditional disciplines; more eVective communication
with industrial sectors/clusters; and the horizon scanning which is essential for developing strategy and for
keeping it under test and review.
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8.2 The NWDA could use a number of mechanisms to incentivise HE institutions to strengthen the science
base and steer it, at least in part, towards regional needs:

(i) funding to overcome the friction of distance in the operation of collaborations and partnerships,
perhaps including funding of an extensive network of teleconferencing facilities using broadband
networks;

(ii) funding infrastructure such as specialised equipment which could not be justified by individual
research groups in any one university;

(iii) funding new facilities or staV to enable strong research groups to increase their research eVort
in strategically important areas;

(iv) seed corn funding for collaborative research proposals, perhaps enabling pilot studies which
would strengthen a subsequent major bid to UK research councils or other funder;

(v) funding leaders (not necessarily from within the HEIs) to create and manage partnerships for
specific purposes;

(vi) funding the development of advanced courses which draw upon the research base and which
are strategically important for the region.

8.3 Networking processes are required which take a medium and long term view of the needs of the region
and the shaping of the research base. Inter-relations must be managed so that innovative and creative
solutions for industry flow from the research base, whilst concurrently feeding back the challenges and
problems from industry to academia creating a two way process. The NWDA could exert substantial leverage
at relatively low cost. The following specific network processes are proposed but the emphasis must be upon
flexibility and evolving procedures as we accumulate experience of promoting academic/industrial links:

(i) funding leaders to create and manage partnerships for specific purposes;

(ii) establishing “horizon scanning” project groups;

(iii) funding symposia/workshops/other events involving academic researchers, R&D staV, and
technologists within companies;

(iv) funding newsletters, web sites, and other communication systems to ensure that appropriate
staV in HE and industry are kept informed of developments across the region.

February 2003

Memorandum by Dr David R Kingham, Chief Executive, Oxford Innovation Ltd

Introduction

1. I am pleased to oVer evidence on the subject of Science and the Regional Development Agencies, on
behalf of Oxford Innovation Ltd. Oxford Innovation Ltd is a company that supplies services to several
RDAs, particularly in the area of helping to incubate and grow new science, engineering and technology-
based businesses.

2. From our perspective, RDAs in general are still underestimating the relative importance of the SET base
to the creation of new businesses and the growth of existing businesses. In particular, they underestimate the
importance of the SET base to businesses capable of bringing long-term, sustainable wealth into a region.

3. Regional Development Agencies (RDAs) face tough challenges in delivering results through their
innovation policies. Less than four years old, they have been handed significant responsibility for the
economic well being of the UK and have all developed regional economic strategies. These are often
impressive documents that reflect central Government policy, itself based on global best practice and still
strongly influenced by the Competitiveness White Paper on the Knowledge-Based Economy (1998).

4. While their policies may be impressive, many RDAs struggle when it comes to capitalising on their
distinctive strengths and opportunities. Instead, many RDAs seek to address weakness and threat, often
through urban regeneration and assistance to industries facing long-term decline. Global economic forces
determine that, while assistance to industries facing long-term decline may be socially important, it is of little
long-term economic value.

5. The Regions’ economic strengths reside in two main areas: universities and vibrant business clusters.
But, up to now, there has been frequent mutual misunderstanding between RDAs, who regard universities
as quasi-Government bodies that need to be harnessed, and universities who see RDAs as little more than
funding sources, without appreciating that regional economic agendas can significantly aVect the
commercialisation and future funding of research. Dealing with clusters has also proved diYcult because
standard RDA policy measures do not easily address their needs.

6. Some RDAs are beginning to get things right. The examples I have cited below are based on direct
involvement by RDAs in partnership projects involving universities, industry and private sector
management.
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Evidence

7. In answer to the specific questions a, b and c:

(a) How and to what extent do RDAs develop and exploit science, engineering and technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

8. BioCity Nottingham Ltd is a particularly good example of an RDA supported project that seeks to
exploit the key strengths in the local SET base and, specifically, to build a cluster of Bioscience and Healthcare
companies through a process of business incubation and provision of flexible laboratory premises.

9. Here, it is the East Midlands Development Agency (emda) that is a strong supporter of BioCity
Nottingham, a major new Bioscience business incubator based in premises donated by BASF plc to The
Nottingham Trent University. The University of Nottingham also plays a crucial role, bringing substantial
research activity in Bioscience and Healthcare to the consortium. The addition of funding by the universities,
emda, the European Regional Development Fund (ERDF) and DTI Bioscience Unit and management by
Oxford Innovation (the UK’s leading operator of innovation centres) should ensure that BioCity Nottingham
is a huge success.

10. The vital ingredients in this combination of support for BioCity Nottingham are:

(i) World-class Bioscience and Healthcare research in Nottingham;

(ii) A policy from emda that supports the Bioscience and Healthcare cluster;

(iii) The donation from BASF, where enlightened private sector decision makers placed economic
development potential above making a quick return from a property disposal;

(iv) Management by Oxford Innovation, a company experienced in providing business support
services to innovative start-ups.

11. The London Development Agency began life a year after the other RDAs but has already backed the
establishment of London Bioscience Innovation Centre. This superb facility for new Bioscience companies
at the Royal Veterinary College has been championed by its Vice-Principal, Professor Colin Howard and now
houses companies in fields ranging from diagnostics to bio-pharmaceuticals.

12. The Enterprise Hub initiative, established by the South East England Development Agency (SEEDA),
is a particularly good example of a mechanism designed to exploit SET in order to stimulate employment,
wealth creation and improved skill levels. It is partly modelled on The Oxford Trust’s experience over 17 years
in encouraging the process of exploitation of SET in Oxfordshire. In some locations (eg Portsmouth) it can
have a vital regeneration component.

13. Enterprise Hubs are primarily designed to help exploit SET through supporting entrepreneurs and the
business incubation process, but they also have a potentially significant secondary role to play in developing
and strengthening the SET base itself.

14. Enterprise Hubs have entrepreneurial directors and are composed of universities, clusters, access to finance
and private sector business champions. Solent Enterprise Hub is a fine example of the concept in practice. It is
based at Portsmouth Technopole, a spectacular new innovation centre at the entrance to the City of Portsmouth
that is the result of collaboration between Oxford Innovation, Portsmouth City Council and the University of
Portsmouth. Here, SEEDA provided crucial support for Portsmouth City Council in assembling the site, but then
allowed a private sector manager (Oxford Innovation) to build and operate it. The result is a centre that currently
houses 20 knowledge-based companies, as sources of employment that will benefit the local and national
economy—regeneration through entrepreneurship, not subsidy to alleviate weakness.

(b) How do advances in SET and national SET policies and initiatives influence and informRDAs’ strategies?

15. RDAs face a significant challenge in understanding the likely economic significance of advances in SET and
putting inplacemeasures to identifyandexploit commercialopportunitiesarisingfromnewareasofSET.ManyRDAs
seem relatively unaware of national SET policies and initiatives that seek to exploit the SET base.

(c) Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and
funds (including EU funds) in implementing their policies?

16. For BioCity Nottingham, it was particularly important that both universities in Nottingham should
be involved in the project to give full access to SET facilities and expertise. The East Midlands Development
Agency (emda) helped to facilitate this. Emda has been particularly eVective in ensuring that BioCity
Nottingham can take full advantage of all available funds (including EU funds) in implementing its
programme of activities.

17. The result has been success in securing funding from many sources to back the BioCity Nottingham
project, including £400,000 from each of the two Universities, £1.2 million of capital grant from emda, £1.6
million of capital grant from Government OYce East Midlands (European Regional Development funding)
and £666,000 from emda through their regional Action Plan utilising ERDF funds. HEFCE has contributed
£700,000 to enable the two universities to work closely with BioCity Nottingham. In addition, the DTI
Bioscience unit has indicated the potential availability of £500,000 through the “Harnessing Genomics”
programme to encourage the provision of mentoring and incubation services to Bioscience companies in
BioCity Nottingham and the East Midlands.
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18. The Enterprise Hub mechanism used by SEEDA is also relevant here as it does allow full advantage
to be taken of all available local, regional and national SET facilities, expertise and funds (including EU
funds). Below are two examples supported under the SEEDA Enterprise Hub brand.

19. The first, North Oxfordshire Enterprise Hub is a well-established Enterprise Hub that, through
SEEDA working in partnership with Oxford Innovation, has been able to build on many years’ experience
of economic development, based on exploitation of strengths in SET.

20. North Oxfordshire Enterprise Hub has been able to make extensive use of the SET base and a range
of funding opportunities open to it. Some of the activity predates recognition as an Enterprise Hub by
SEEDA—the intention to create a more innovative local economy based on local strengths in SET has been
under development by Oxford Innovation Ltd and Cherwell District Council since 1995. During that time a
mixture of public and private investment, including European funding, has been used to help develop a
network of four business incubation (innovation) centres in Cherwell District, North Oxfordshire. SEEDA
funding has enabled the network to be further strengthened over the last two years to the point where 70
companies currently occupy the Innovation Centres. The centre of North Oxfordshire Enterprise Hub is at
the University of Oxford’s Begbroke Science Park.

21. North Oxfordshire Enterprise Hub has an impact beyond innovation centres. It supports two
important cluster groups, one serving the media industry and the other in the area of Advanced Materials
and Nanotechnology. The Advanced Materials cluster includes many motor sport industry companies and
many companies in the Automotive and Aerospace business. North Oxfordshire Enterprise Hub has helped
to establish the Faraday Advance Project in Automotive and Aerospace Engineering and to support an
application by the University of Oxford for a Higher Education Innovation Fund Grant aimed at further
improving the business incubation facilities at Begbroke Science Park.

22. The second, Solent Enterprise Hub is based at Portsmouth Technopole. It is a much newer initiative
that is steadily assembling the means necessary to derive maximum economic development advantage from
regional strengths in SET. It aims to boost innovation and entrepreneurship in Portsmouth, Gosport,
Fareham and Havant. The Enterprise Hub is supported by SEEDA, local Government, the University of
Portsmouth and private sector business. The Enterprise Hub Director is based at Portsmouth Technopole, a
large purpose built business incubator that SEEDA helped to establish utilising SRB and ERDF (KONVER)
funding. Portsmouth Technopole opened in April 2003 and is now home to over 20 innovative start-up
companies. Solent Enterprise Hub serves a further 50 companies in three other Innovation Centres located
in Havant, Fareham and Gosport.

23. In future, Solent Enterprise Hub intends to develop closer working relationships with both public and
private science, engineering and technology-based organisations and to facilitate private sector (business
angel) funding of innovative science, engineering and technology-based companies. The possibility of further
collaborative programmes with the University of Portsmouth is constantly being explored.

24. Solent Enterprise Hub is less than one year old. It will need long-term sustained support from SEEDA
in order to be optimally eVective and to leverage additional sources from many other sources of funding and,
indeed, from the SET base.

Final Comments

25. Finally, I wish to highlight a valuable initiative that may prove relevant to RDA policy in determining
measures to facilitate the growth of technology companies. The Tracking System is a unique online database
system created by The Oxford Trust, which monitors the progress of over 270 technology-based companies
using 14 innovation centres in Oxfordshire and beyond. First implemented in 2000, the System has been
updated continuously using regular structured interviews, and also holds information on around 100
companies who have moved on from the centres.

26. The latest in the series of Innovation Census Reports has recently been published by The Oxford Trust,
based on information in the Tracking System. “Innovation Census 2002” describes the sectors, sizes and
management issues of the current innovation centre clients. It also highlights how companies have fared over
the last two years. The Oxford Trust collaborates with Oxford Innovation to provide the Tracking System
as maintenance of the System depends on the support of the innovation centre managers. With a response
rate of 89 per cent, the Tracking System is a valuable source of information about small technology-based
companies, and how their growth can be supported.

Conclusion

27. The challenge now is for other RDAs to follow these leads and shift towards implementing policies that
play to regional strengths and are underpinned by partnerships between universities, economic development
bodies, clusters and the private sector. The challenge of implementation is great but the reward of sustainable
economic development is worth striving for.

February 2003
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Memorandum by Pera International on Science and the Regional Development Agencies

These comments primarily address paragraphs 3c and 4 of the call for evidence, being broad comments on
the extent to which RDAs are finding eVective ways to exploit SET to stimulate enterprise and innovation.

Our evidence is that the emerging best practice is to stimulate the demand-side for the capabilities of the
SET base, rather than continually tinker with the mechanisms and features of the supply-side.

Our comments are brief but more evidence or a presentation can be provided if any issues are of particular
interest to the Sub-Committee.

Background and Context

1. Pera is a UK-based international group specialising in assisting companies to achieve product, process,
and operational innovation. It has a particular, but not exclusive, focus on technological innovation and on
companies with manufactured products.

2. As a result of the experience it has acquired in providing commercial services internationally, Pera has
also been able to create aVordable services for SMEs in the UK. These are proving to be of considerable
interest to Regional Development Agencies (RDAs), helping them to deliver their agenda for enterprise and
innovation.

3. Consequently, Pera has been engaged in innovation programmes for RDAs covering the East Midlands,
Yorkshire and the Humber, London, and the West Midlands. Further programmes are currently under
discussion.

4. Additionally, Pera provides national services in support of innovation and technology-based global
partnering on behalf of the DTI and Invest UK.

Comments to the Sub-Committee

5. The starting point is the fact that each region is able to call on a capable and complex SET capability
in its science-base institutions, that is, in the universities, independent research and technology organisations
(RTOs), and other commercial providers. Equally, each region has an extensive, though usually overly-
complex and often confusing, number of organisations engaged in technology transfer, generally associated
with the science base and engaged in out-reach to the commercial sectors. In summary, each region in the UK
has an existing and strong supply side but one that is not necessarily geared up eVectively to meeting the needs
of companies in the region.

6. There is much current discussion about Science Councils and other structures that would address
regional priorities for SET. In the majority of cases these structures will involve the “usual suspects” in the
supply side together with representatives of the relatively few companies that already take a lead in engaging
with the SET base. The missing element is a much broader impact from the demand side, both in terms of
companies making a policy input but, ultimately more importantly, in terms of companies actively using the
capability of the SET base.

7. It is our experience and contention that, if companies are better able to state their requirements, many
of the supply side institutions will undoubtedly respond positively, re-allocating significant resources and
programmes to align with the demand. A confident and articulate demand-side can generate market driven
developments in the SET base, which is preferable to expecting companies to respond to top-down planning
of technology transfer mechanisms.

8. However a stronger voice from the demand side requires companies to be clear about their requirements
and for their analysis to be against a suYciently long time horizon that the SET base can contribute. That is,
the companies require an innovation strategy. A number of RDAs are taking action to stimulate this clarity
and demand-led approach. The evidence available to Pera is that common features beginning to emerge in
successful approaches are:

— interventions are made with individual companies on a one-to-one basis; these are invasive in the
sense that analysis and support for innovation strategy is carried out with, and in, an individual
company. In essence this is about stimulating companies to visualise the possibilities;

— the interventions are carried out by experts with business experience, generally not academics;

— each intervention is supported by tailored, up to date, research on markets, competitors,
technologies, trends etc. That is, a facts-not-opinions approach to remove business uncertainties
and generate confidence;

— the analysis is guaranteed to use global knowledge. Any organisation purporting to assist a
company in today’s markets must have demonstrable access to a global knowledge base;

— the assisting organisations have the ability to build cost-sharing consortia and partnerships,
engaging in global partnering where necessary, which enable the company to assemble the critical
mass for acquiring new capability; and
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— in particular the consortia will include the appropriate local capabilities in the SET base. They will
also have been using the European Commission’s Framework Programmes, and currently the plans
for the European Research Area, to gain major leverage on regional and other domestic budgets.

9. Examples of emerging good practice, of which Pera can speak with first-hand experience, are as follows:

East Midlands:
Regional Centre for Business Acceleration which is based on Pera’s Innovation Factory methodology. This
programme seamlessly joins with the regional delivery of the Manufacturing Advisory Service. It will embed
innovation into the business processes of exemplar companies.

East Midlands:
Inter-Regional innovation (Int-Rnet) programme of partnering with Bäden-Wurtenburg institutions to allow
East Midlands companies to benefit from the European Research Area through Framework Programme 6.
(In planning)

East and West Midlands:
Business partnering between companies in the British Midlands and in Asia-Pacific (specifically in China,
Malaysia and Singapore) to generate successful business partnerships and assist inward investment,
particularly for innovating companies.

Yorkshire and the Humber:
Take 4SY programme to stimulate innovative product concepts in SMEs, based on the Innovation Factory
methodology

Yorkshire and the Humber:
Knowledge-rich Portal to deliver business focussed, constantly updated, technological and business
information to innovating SMEs in the regional clusters

Yorkshire and the Humber:
Facilitation and in-depth assistance to regional universities to maximise their participation and success, and
that of partner companies, in the European Research Area through Framework Programme 6.

London:
Analysis of risk, capability and partnering requirements for new products going into volume production.
Based on Pera’s Innovation Exponent methodology. (In planning)

Above all, the common approach being adopted is to engender a permanent and long-lasting enhancement
of capability within the region. Each programme has to leave a legacy that enables continued growth of the
clusters and the SET base.

February 2003

Memorandum by the Research Councils (RCUK)

Introduction

1. The Government-funded Research Councils are Non-Departmental Public Bodies (NDPB) under the
auspices of the OYce of Science and Technology (OST) within the Department of Trade and Industry (DTI).
Most of the Councils’ funding is through the Science Vote to OST. The Councils are committed to supporting
high quality research and training across the whole science and engineering base.

2. Launched on 1 May 2002, Research Councils UK (RCUK) is a new strategic partnership set up to
champion the science, engineering and technology supported by the seven UK Research Councils and to
create a common framework for research, training, knowledge transfer and other activities such as
international collaborations. The partnership is led by the RCUK Strategy Group, which comprises the Chief
Executives of the seven Research Councils and is chaired by the Director General of the Research Councils.
RCUK welcomes the opportunity to respond to the House of Lords Science and Technology Committee
inquiry into ‘Science and the RDAs’.

3. This response is made on behalf of the Arts and Humanities Research Board (AHRB); Biotechnology
and Biological Sciences Research Council (BBSRC); the Council for the Central Laboratory of the Research
Councils (CCLRC); the Engineering and Physical Sciences Council (EPSRC); the Economic and Social
Research Council (ERSC); the Medical Research Council (MRC); the Natural Environment Research
Council (NERC) and the Particle Physics and Astronomy Research Council (PPARC). The evidence
submitted does not incorporate, or necessarily reflect, the views of OST.

4. The evidence submitted includes an executive summary (paragraphs 5 to 17), which highlights areas
where a common view exists across the Councils, and current and future collaborative activities. The
submission is laid out as follows:
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RCUK executive summary and specific comments Paragraphs 5 to 17

AHRB evidence Annex A
BBSRC evidence Annex B
CCLRC evidence Annex C
EPSRC evidence Annex D
ESRC evidence Annex E
MRC evidence Annex F
NERC evidence Annex G
PPARC evidence Annex H

Executive Summary

5. Research Councils and the RDAs are expanding their interactions at both strategic and operational
levels.

6. At the strategic level, the RCUK strategy group has identified that RDAs are a priority for engagement.
Activities are underway to build on the existing relationships with RDAs, initiated via a Chief Executive level
meeting of Research Councils and RDAs in February 2002. This interaction is primarily via the South East
of England Development Agency (SEEDA), which acts as the lead RDA for collaboration with the Research
Councils.

7. The Research Councils strategic priorities for engagement with the RDAs are knowledge transfer
(including continuity of funding to bridge the development gap and articulation of industry needs), training
(including articulation of regional needs and involvement of companies in postgraduate training) and large
facilities. Research Council representatives will be working with the RDAs through SEEDA to develop a joint
and mutually acceptable strategy for engagement, and have suggested the establishment of a steering
committee to oversee the relationship. This will form the basis of the agenda for the next Chief Executive level
meeting being held on 28 February 2003.

8. In addition, the Research Councils worked with the RDAs on a collective basis during the Spending
Review 2002 process on the development of research priorities and proposals (notably Rural Economy and
Land Use and Towards a Sustainable Energy Economy), and are looking forward to continued dialogue
during the next Government Spending Review.

9. At a more operational level there is extensive interaction between the RDAs and Research Councils,
particularly with regionally based Research Council Institutes. Research Councils and RDAs are working in
partnership on a range of regional initiatives, collaborations and facilities, as well as promoting
entrepreneurship and knowledge transfer from the research base. These activities are described in the attached
annexes, but highlights include creation of the NW Science and Innovation Park alongside the CCLRC’s
Daresbury Laboratory, a £1 million investment by EEDA to establish a bioincubator at the BBSRC’s John
Innes Centre, and EPSRC’s £25 million “towards a sustainable urban environment” research programme,
which will be supported by up to six RDA co-funded case studies on urban sustainability challenges.

10. There is also increasing cross membership of RDAs and Research Council decision making bodies. A
representative from SEEDA sits on the ESRC Council and CCLRC staV have been invited to join several of
the regional science and engineering councils.

11. Where it is expedient, RDAs and Research Councils will look at mutually supporting initiatives, and
suitable partnership vehicles need to be developed further. The Research Councils will present a common
interface with RDAs, in order to minimise misunderstandings and ensure eYciency. There are initiatives in
progress to ensure that the Research Councils and RDAs are fully informed about each others contribution
and modus operandi.

12. There is a natural tension between the Research Councils and RDAs in terms of remit. Research
Councils are committed to supporting excellent research to meet national needs and do not have a regional
funding policy. The regional focus of RDAs can provide specific and targeted opportunities for joint working
and exploitation of the Research Councils research. Research Councils are exploring with the RDAs how
they can best work together, to contribute to wealth creation and quality of life in the UK.

Specific Comments

Development and exploitation of Science, Engineering and Technology by RDA’s in order to stimulate
employment, employment opportunities, regeneration, wealth creation and improved skill levels

13. Many Research Council Institutes have established strong links with RDAs to promote knowledge
transfer from the research base. For example, BBSRC has been working with Yorkshire Forward to promote
entrepreneurship training for postgraduate and postdoctoral bioscientists in the region; and has worked with
East of England Development Agency (EEDA) to provide a technology Development Fund associated with
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the biopark under development at the Babraham Institute. The Centre for Ecology and Hydrology,
Monkswood has received funding from the EEDA to install equipment to assess environmental pollution
resulting from large-scale composting of domestic and industrial waste.

SET and national SET policies and initiatives influence on RDAs’ strategies

14. Each Research Council has its own science strategy which is developed in consultation with the
research community, other funders and stakeholders. RCUK is in the process of developing a synthesis of
these strategies and a forward-looking science vision. A consultation exercise will be held in mid-2003 and
RCUK looks forward to engaging with the RDAs on this. RCUK is also developing a roadmap of
international opportunities on the same timescale. RCUK has worked with the OST on the development of
the large facilities roadmap, and is currently working on the development of an updated version. This will be
published in May 2003, and will include advice to third parties (eg RDAs) on how to get plans for large
facilities requiring national funding on to this roadmap. RC science strategies, the RCUK science vision and
the large facilities roadmap should all facilitate dialogue with the RDAs and influence their own regional
science strategies.

RDAs using SET facilities, expertise and funds

15. The annexes show where the Research Councils and the RDAs are engaged. Most RDAs are already
involved with Research Council institutes and facilities, where they represent a significant impact on the
regional S&T base. Some of these examples are highlighted in paragraph 9.

Success and financial support for SET by RDAs

16. RCUK cannot comment on how the RDAs reach decisions on financial support for SET. Their success
may be judged by looking at the number of partnerships, clusters and links that have been formed within
each region.

What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland, Wales
and Northern Ireland?

17. Research councils encourage RDAs to set up science councils and publish their own regional science
and innovation strategies. RCUK cannot comment further on this point.

February 2003

Annex A

Memorandum by the Arts and Humanities Research Board

1. The AHRB is a relatively new organisation, and it has only just been announced that it will make the
transition to full Research Council status in the next two years. The AHRB’s involvement with RDAs has
up to now been very limited, but this is about to change significantly as it engages with the creative and
cultural sectors agenda, one of its key priority in the years ahead. The creative and cultural sectors comprise
the creative industries on the one hand and national, regional and local cultural institutions on the other. The
research base for these sectors lies very substantially within the subject domain of the AHRB. The RDAs have
all signalled the creative industries and the cultural sector as strategic priority areas, and the AHRB will seek
to work with RDAs as part of its strategy of engagement with the creative and cultural sectors in general and
the creative industries in particular.

2. The AHRB has two key initiatives underway in this area. The first is its role within the Creative
Industries/Higher Education Forum, established jointly by the DCMS and Universities UK. The Forum is
establishing three sub-groups to take forward the interaction between the creative industries and HEIs, and
the AHRB has agreed to take responsibility for the sub-group on Research and Knowledge Transfer, with a
new staV appointment specifically for this purpose. Interactions with RDAs will be a high priority as the
AHRB develops its own strategy, and that of the CI/HE Forum, not least as the creative industries tend to
be regionally clustered. The second initiative is a new collaboration with Arts Council England to establish
regional interactions between researchers in the creative and performing arts, creative industries, and regional
arts organisations and artists. Many RDAs are already part of these networks, and the AHRB will seek to
build on those links.

3. In these ways the AHRB sees RDAs as having an important role in the development of its strategy for
the creative industries and wider cultural sector, and it expects its relations with RDAs to develop
substantially over the next two years.
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Annex B

Memorandum by the Biotechnology and Biological Sciences Research Council

1. The eight BBSRC-sponsored research institutes (Babraham Institute; Institute for Animal Health;
Institute of Food Research; Institute of Grassland and Environmental Research; John Innes Centre; Roslin
Institute; Rothamsted research; Silsoe Research Institute) pursue high quality research supported by
DEFRA, EC and industry in addition to BBSRC. Many have established strong links with RDAs to promote
knowledge transfer from this research base. EEDA has contributed over £1 million for the establishment of
a bioincubator at the John Innes Centre and, more recently, provided £700,000 for a technology Development
Fund to be associated with the biopark under development at the Babraham Institute.

2. The BBSRC Institute of Grassland and Environmental Research has also received support from the
WDA to enhance its commercialisation activities, and the BBSRC is a co-sponsor, with Scottish Enterprise
of a Faraday Partnership in animal genomics in which the BBSRC Roslin Institute is centrally involved.

3. In recent months BBSRC has been working with Yorkshire Forward to promote entrepreneurship
training for postgraduate and postdoctoral bioscientists in the region.

Annex C

Memorandum by the Council for the Central Laboratory of the Research Councils

1. The CCLRC is already participating in a considerable number of regional initiatives, involving its three
sites: Daresbury, RAL and Chilbolton. These include:

— the creation of the NW Science and Innovation Park alongside the CCLRC’s Daresbury
Laboratory;

— providing support, servicing and accommodation for the SuperSTEM (Super Scanning Tunnelling
Electron Microscope)—a joint facility involving Liverpool and Cambridge Universities and the
NWDA;

— involvement in the 4GLS advanced X-ray source, and the HPCx Cluster and Grid computing
initiatives; and

— CCLRC also provides support for local universities to use its large scale scientific facilities, and has
joined an NWDA-led initiative to bid for the National Centre of Excellence in Science Teaching.

2. CCLRC is also collaborating with AWM, NWDA and EEDA in a combined bid for a national centre
in Microsystems and nanotechnology, including a project to develop an NWDA nano-packaging centre.

3. CCLRC continues to work with SEEDA to develop the A34 corridor with Oxford and Southampton
Universities, by developing sustainability scenarios for high technology clusters in the region; with Yorkshire
Forward by having observer status on the White Rose ESS consortia; and with One North East to take
forward a proposal to have a hot desk in the regional oYces to focus some outputs from CLIK (the CCLRC
spin-out company) into the North East.

Annex D

Memorandum by the Engineering and Physical Sciences Research Council

EPSRC is engaged in a number of joint activities with RDAs. These include:

1. EPSRC is promoting the development of consortia to address research challenges in the Infrastructure
and Environment area, as part of the process of building critical mass in the engineering research base. A
major research Programme titled “Towards a Sustainable Urban Environment” has been launched and plans
to commit £20–£25 million of EPSRC funding over four years. The Research Consortia are to be
supplemented by up to six RDA co-funded case studies on urban sustainability challenges. To date, one has
been approved which is in collaboration with Advantage West Midlands, and discussions are ongoing on
potential projects with the South East of England Development Agency, the Welsh Development Agency,
Scottish Enterprise and the Northwest Development Agency;

2. EPSRC distributes Industrial CASE studentships to local companies through WDA, SEEDA, South
West RDA, EEDA and through agents for Advantage West Midlands, the East Midlands RDA and the
Scottish enterprise agencies. EPSRC is exploring avenues to broaden Industrial CASE distribution to
other RDAs;

3. Discussions with Advantage West Midlands and East Midlands RDA with a view to a jointly supported
Small Business Research Initiative (SBRI) call later this year, (the SBRI is a Government-wide initiative
which provides research contracts to SMEs to encourage them to increase their research capability). Further
RDAs have been approached to discuss their potential involvement with the initiative;

4. EPSRC is a major supporter of the 24 Faraday Partnerships which are cross-Government/Research
Council supported networks in selected topics such as packaging, plastics, optics and industrial mathematics.
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The Scottish Executive is already a major supporter of the Genesis Partnership and a meeting between the
Partnerships and the RDAs took place before Christmas with the aim of exploring further interaction;

5. Providing advice to Advantage West Midlands on the distribution of funds in its recent equipment call
to universities;

6. The EPSRC has been developing relationships with the North West Chemicals Initiative, which is a
technology cluster established by the NWRDA. There has also been some contact with the Teeside Chemicals
Initiative, set up by One NorthEast. EPSRC plans to use these relationships to create greater awareness of
EPSRC and universities among smaller companies, and gain greater understanding of the needs of the
Chemicals Sector for research and postgraduate training.

Annex E

Memorandum by the Economic and Social Sciences Research Council

1. ESRC’s Thematic approach to funding enables the ESRC to respond to the most pressing economic
and social issues facing the UK. Themes are developed through extensive consultation, every three to four
years, with a wide range of people and sectors including RDAs and Regional Government OYces. These
views help ensure that the Council’s activities are relevant to today’s problems, and that there is increasing
knowledge transfer between social scientists and the users of their research.

2. ESRC has funded substantial research in areas relevant to RDAs, particularly some work on industry
clusters, under the ESRC’s Cities Programme, which found that clusters were most successful when they were
export-orientated; and ESRC’s £4.7 million Devolution and Constitutional Change Research Programme
which aims to explore issues raised by devolution.

3. Each year, ESRC holds an event on the evening before its Council meeting in June. The dinner is held
in diVerent locations across the UK to promote the research that ESRC supports throughout the various
regions, to senior representatives from the academic community and business, public and voluntary sectors.
These events are attended by representatives from RDAs in the region that the event is being held. Previous
regions covered include Scotland, Northern Ireland and the North West of England. This year Council will
be hosting guests from throughout the South East region.

4. SEEDA is represented on Council by Ms Marianne Neville-Rolfe, Director of Business and
International Division, South East England Development Agency.

Annex F

Memorandum by the Medical Research Council

1. To date, the MRC has had few interactions with the RDAs. Where we have been aware of the
involvement of an RDA, this has usually been through a third party or at arm’s length. This is in contrast to
the Devolved Administrations or the Local Authorities, for example, where the DAs/LAs have a wide range
of their own research needs, and also have statutory responsibilities that may require an evidence base for
implementation.

2. Some examples of MRC/RDA interactions are:

(i) North-West Science: The Centre for Integrated Genomic Medical Research is one of the Centres set up
as part of the North-West Science Initiative. It was formed on 1 October 2001, with £3 million of MRC
funding over three years. The North West Development Agency is closely involved in the Centre and will be
one route through which further industrial collaborations are expected to emerge. The Centre is expected to
apply for additional MRC funding later in 2003.

(ii) Genetics Knowledge Parks: Five of these have been set up with funding (£15 million over five years)
from the Department of Health and DTI. Their aim is to “build the knowledge base on all aspects of human
genetics, ensuring that the NHS is better placed to exploit the findings of genetics research and that UK
industrial competitive advantage is gained”. The Northwest Development Agency “supports the Northwest
Genetics Knowledge Park and the development of a new building”. The MRC has not been directly involved
in this, but does fund relevant research at Manchester University.

(iii) Nanotechnology: The West Midlands Development Agency, Advantage West Midlands, is co-
ordinating a bid for a new national centre for microsystems and nanotechnology, for which “the Government
has pledged £40 million if the Centre gets the go-ahead with that amount matched by businesses, Europe and
the universities”. The RDA has pledged some funding. Again, the MRC has not been directly involved in
this, but it may open up opportunities for MRC support in the future.

(iv) Proposal for a UK Neuroscience Centre: This proposal is still preliminary. It was originally submitted
to DTI by Southern Bioscience and the South East England Development Agency, but is now being managed
by DTI. The Centre would bring together various groups to co-ordinate a strategy for neuroscience research
and commercialisation in the UK, encourage product development, commercialisation and the generation of
new treatments for neurological disorders.
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(v) UK Biobank: Universities considering submitting proposals to form the “hub” of UK Biobank were
encouraged to consult their local RDAs concerning possible financial or other contributions. The assessment
process is not yet complete.

February 2003

Annex G

Memorandum by the Natural Environment Research Council

1. The Natural Environment Research Council (NERC) welcomes the opportunity to provide comments
for this Inquiry and has consulted with its community to prepare this evidence.

Specific Comments in Response to the Committee’s Questions

(a) How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

2. There has been considerable interaction between the RDAs and the NERC Research Centres in their
areas. The Centre for Ecology and Hydrology Monkswood site has received funding from the East of
England Development Agency (EEDA) to install equipment to assess environmental pollution resulting from
large-scale composting of domestic and industrial waste. It is also collaborating with EEDA and others to
develop an Eastern Region environmental cluster, EnCluster. NERC’s Environmental Systems Science
Centre is part of a SEEDA Enterprise Hub in the environmental technologies sector.

3. The South West of England Development Agency (SWRDA) was instrumental in assisting the
Plymouth Marine Laboratory to transfer to CLG status. Since then, SWRDA has been the lead body in
initiating an assessment of the feasibility and business case of a marine science and technology cluster/park in
Plymouth. This has involved the commissioning and funding of consultants to work with the marine science
partners in Plymouth.

(c) Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and
funds (including EU funds) in implementing their policies?

4. The NERC is working to raise awareness of its SET facilities and expertise with the RDAs and
encourages its Research Centres to develop links with the RDAs. The NERC has almost completed a
searchable capabilities database, giving access to information about the SET expertise at its research centres.

5. NERC’s British Geological Survey (BGS) has had some direct interaction with the RDAs developing
commissioned research programmes designed to meet the RDAs need for strategic and applied geoscience
and data/information to underpin their planning and regulatory functions. Examples of BGS’s interaction
include making a presentation to EMDA (East Midlands Development Agency) and commenting on their
economic strategy. BGS has also had contact with SWRDA to assist G-BASE work.

6. A model for RDAs to gather baseline environmental information collected by BGS (eg geological map/
geohazard/resource data) needs to be constructed to ensure RDAs have fundamental access to these data.

(e) What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

7. Central government departments such as DTI and ODPM routinely commission work from NERC
Research Centres to provide strategic information and advice to underpin policy and environmental
regulation throughout the country. As more responsibility and funding is allocated to the regions this type
of work can sometimes be over looked. Scotland and Wales are addressing this issue and could be used as a
model for the English RDAs.

8. Scotland’s Highlands and Islands Enterprise Agency (HIE) has given support to the Scottish
Association for Marine Science (SAMS). In 1998 HIE produced a technology development strategy for the
Highlands and Islands of Scotland. Based on an analysis of the area’s strengths, the strategy adopted a
selective sectoral approach. The main opportunities were seen to be in three sectors: marine science,
healthcare and engineering.

9. HIE established a very positive dialogue with SAMS and it appeared that there were real possibilities
for diversification and the commercial exploitation of SAMS’ expertise. HIE funded a series of consultancy
assignments which initially identified a number of technologies for development. This led to marine
biotechnology being seen as oVering very real prospects which were confirmed in a feasibility study, which
was followed by an outline business plan for a marine biotechnology centre.

10. Subsequent discussion with SAMS led to the present project for the redevelopment of the lab and the
establishment of the European Centre for Marine Biotechnology (£8.5 million in total). Through its local
enterprise company—Argyll and the Islands Enterprise—the HIE Network provided a financial contribution
towards a multi-partner funding package, including help with the creation of a two-year executive post to
establish the marine biotechnology operation. Part of the package was a major contribution of over £2 million
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from the EC through the European Regional Development Fund; HIE helped SAMS with the preparation
of this European bid.

11. Furthermore, HIE has also developed an innovative approach to technology transfer. The proposals
for implementation ranged from encouraging research via a competitive challenge fund (through which
SAMS was one of the award winners in the first round), to supporting projects using a variety of tools
which include:

— Identification of potential technology-based opportunities.

— Carrying out due diligence on ideas and teams, and selecting a route for taking forward viable
propositions.

— Providing initial help with business plans, IPR, raising capital etc.

— Brokering deals to manage what can otherwise be a crippling and frustrating process of raising
finance and establishing teams and partners.

— Training entrepreneur(s) and teams and providing mentoring whilst businesses are being supported.

February 2003

Annex H

Memorandum by the Particle Physics and Astronomy Research Council

1. PPARC funds high quality UK research, education and training in the areas of particle physics,
astronomy, solar system science and particle astrophysics. It also has a responsibility to encourage
exploitation of the outputs of its investments and has, included in its mission, an aim to increase the
competitiveness of UK industry. It sees opportunities for partnerships with RDAs that will be of mutual
benefit. In particular we see key areas as providing business support to build on our exploitation agenda,
assisting with the support of infrastructure for our key research groups and facilities, and co-operating in our
joint aims of brokering relationships between universities and business and identifying skills needs.

2. PPARC can give examples of how its community has benefited from the financial support of the English
RDAs and their equivalents in the devolved administrations in university, institute and spin-out companies.
Telescope Technologies Limited (TTL)—a wholly-owned subsidiary of Liverpool John Moores University,
has been supported by the NWDA. This successful company manufactured the Liverpool Telescope (the
World’s largest robotic telescope and an educational facility for UK schools) and won a £3 million contract
to design and manufacture the biggest optical telescope in China. The Astronomy Research Institute (ATC), a
PPARC Research Institute, has good links with Scottish Enterprise and has received funding from the Welsh
Development Agency (WDA) via OpTIC (Optronics Technology and Incubation Centre) for a specific
research collaboration which will contribute to mirror polishing technology for the Extremely Large
Telescope (ELT). The Department of Physics and Astronomy at the University of Wales, CardiV has received
WDA infrastructure funding to establish its microfabrication facility as a centre of excellence. This will
advance their work on the design and construction of astronomical instrumentation for ground and space-
based observatories and for studies of the Cosmic Microwave Background.

3. PPARC provides support for internationally leading research and technology on a competitive and
peer-reviewed basis. It will work to ensure the regions, through the RDAs, can benefit from high quality R&D
and training across the nation rather than limited to their regions. Strategic planning is key to PPARC’s
success and its Science Roadmap and Technology Roadmaps set out its long term programme. PPARC is
keen to develop awareness and dialogue in the RDAs of these long term plans which could provide a strategic
framework for the mutual support of key academic groups and companies in their regions who might
contribute to and benefit from technology development.

4. We believe RDAs can contribute to the generation of thriving new enterprises and successful small
medium and large businesses based around PPARC technologies. RDA support for business incubators and
clusters not only helps companies in their early stages but the concentration of high-tech companies which
results can facilitate dialogue with research institutions in the local vicinity. Another attractive possibility,
taking the lead from Scottish Enterprise, is the establishment of Intermediary Technology Institutes to bring
together academic, industrial and other groups which could be focussed around key sector areas in the
regions.

5. PPARC notes the Higher Education White Paper recommendation that RDAs receive funds to
distribute under HEIF and to establish Knowledge Exchanges in non research-intense universities. It is hoped
that this will complement HEIF support and knowledge transfer activities in the research intense universities
rather than diverting eVort or resources from these institutions which remain the hotbed of high quality
research and training and represent the main recipients of PPARC’s funding of its domestic programme.
PPARC will work with RDAs to ensure they are aware of the high quality research groups in their regions
so that their mutual support can help progress these groups and maximise the potential for exploitation in
their own or other regions. In return RDAs can help us by articulating the research needs of companies in
their regions and help broker new business/university relationships.
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6. PPARC would like to mention examples of Scottish and Welsh funding for PPARC research areas.
Specifically “The Astronomy Technology Centre (ATC), a PPARC research institute has a good working
relationship with Scottish Enterprise and the Welsh Development Agency has provided financial support for
a specific research collaboration involving staV at the ATC as well as infrastructure for the Astronomy
Instrumentation Group at the University of CardiV”. We would also like to highlight specific Scottish
initiatives: “We have modelled our own Enterprise Fellowship scheme, which we run in conjunction with the
Royal Society of Edinburgh, on the programme originally funded by Scottish Enterprise”. Other Scottish
initiatives which would be well worth considering are the Intermediary Technology Institutes recently
established in three market areas:

— life sciences;

— energy; and

— communications technology/digital media.

and the Proof of Concept Fund for early stage development.

February 2003

Memorandum by The Royal Academy of Engineering

The following is a collation of personal views expressed by a number of Fellows who have had direct
experience of the RDAs at a number of levels. While it cannot be said to represent the views of The Academy
as a whole, we trust it will be of interest.

Mr Jon Burch

Chief Executive, The Royal Academy of Engineering

1. Introduction

1.1 The Royal Academy of Engineering welcomes the announcement of the House of Lords Science and
Technology Select Committee inquiry into “Science and the RDAs” and is pleased to respond to the questions
posed in the Call for Evidence of 16 January 2003.

1.2 The experiences of Fellows of The Academy in relation to Regional Development Agencies (RDAs)
have been varied principally because of diVerences in objectives from one RDA to another. While the core
aims for RDAs are the same across the country, local demands range from regeneration to sustaining high-
tech growth. These diVerences make the overall task of assessing how RDAs develop and exploit Science,
Engineering and Technology (SET) significantly more diYcult. Best practice is undoubtedly shared across
RDAs, but there is no guarantee that best practice in one region will also be best practice in another. In these
circumstances it is important that the current diversity of approaches is maintained.

1.3 There was some criticism of RDAs suggesting that the whole RDA structure is too complex and that
new Government initiatives, which are enthusiastically adopted, make this situation worse. Whilst RDAs
generally do a good job given the current situation, simplification of access to processes and opportunities
would greatly enhance the RDA’s eVectiveness.

1.4 General support for the Teaching Company Scheme (TCS) is seen as particularly important, being a
very successful mechanism for transferring knowledge from universities and colleges into industry. Similarly,
the work of the Defence Diversification Agency (DDA) is particularly valued.

2. How and to what extent do RDAs develop and exploit science, engineering and technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

2.1 There are many examples where RDAs have been eVective, but their methods vary widely depending
upon local circumstances. A few examples of these diVerent approaches are illustrated below and there have
certainly been many others which have not been brought to The Academy’s attention.

2.1.1 Yorkshire Forward has been praised for its Cluster Strategy and for having a strong communication
and dissemination channel with Yorkshire universities and colleges.

2.1.2 One NorthEast has been successful in establishing centres of excellence in life sciences,
nanotechnology, process industries, new and renewable energy, and digital technology and media.

2.1.3 SWERDA has worked closely with and supported the West of England Aerospace Forum (WEAF).
This collaboration has been credited with improving the skills of the workforce and improving
competitiveness of local aerospace companies.

2.1.4 The NWDA has fostered links between the health care industry and the Defence Diversification
Agency to identify and encourage technology transfer opportunities.

2.2 The use of centres of excellence by RDAs has been eVective in engaging the talents in universities
directly in economic regeneration. This contrasts with previous policies dominated by the perceived need to
attract inward investment to create jobs quickly.
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2.3 There is a perception that RDAs have been more eVective in promoting more established technologies
in areas where there have been regional industrial champions. New and cutting edge technologies have been
more diYcult to deal with without an existing knowledge-base, except in areas with experience of high-tech
spin-outs and start-ups. It has been proposed that the diVerentiating factor regarding exploitation of new
technology could be the presence or absence of strong local venture capital involvement.

3. How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

3.1 For the most part, RDAs are kept abreast of advances in SET through their contacts with universities
and centres of excellence. However, while interaction with the universities is generally good, the performance
of universities is currently judged solely on the quality of their research and they get little or no credit for any
local involvement. This tension between local and national needs might influence how much eVort universities
are prepared to put into relationships with RDAs.

3.2 National SET policies and initiatives are promulgated to RDAs eVectively and there is evidence that
they are reflected in RDAs’ strategies. However, diVering local demands and situations mean that these
similar strategies are expressed through diVering tactics. Outcomes are therefore variable and it is diYcult to
make valid comparisons between RDAs.

4. DoRDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

4.1 There are undoubtedly some gaps, although overall performance is good. For example, cluster
strategies could lead to missed opportunities in areas that fall outside the range of that strategy. On the whole,
cluster strategies have mapped well onto local and regional expertise, but their very nature means that some
prioritisation is necessary.

4.2 There was concern among respondents that some universities and applied R&D facilities could view
RDAs purely as a source of funding. These facilities could therefore be acting in self interest rather than the
interests of the RDA.

4.3 Funding opportunities have been exploited well, however, some respondents questioned whether the
National Networks and funding agencies properly coordinated their initiatives with regional initiatives (and
vice versa). There have been instances where a regional facility has been established apparently independently
from a National Centre of Excellence.

4.4 Performance of the Welsh and Scottish Development Agencies was perceived as being better than the
English RDAs with respect to use of facilities possibly as a result of there being greater coherence of purpose.

5. How do RDAs reach decisions on financial support for SET? How should success be judged?

5.1 Fellows felt that the decision-making processes used by the RDAs were not visible to them as users
and that they could not comment except in the most general of terms. There was a suspicion that financial
decisions were more politically based and less technically sound than in central research agencies of
Government.

5.2 Metrics for success should include the number of jobs created, the increase in regional GDP, number
of companies spun-out or floated and patents. While these should all be measurable and be directly
attributable to technology transfer activities, there are arguments for measuring less tangible outcomes such
as sustainability, environmental friendliness, relevance to the local community and social impact.

6. What lessons may be learnt from RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

6.1 Each region should be allowed to develop its own SET strategy and to fund it appropriately. However,
two crucial further elements are required: Firstly there must be some level of national coordination for the
activities so that a coherent programme of activity and development is enacted; and, secondly, there must be
much closer links with the region’s industry to guide and specify the requirements for SET development.
Where there are local strong trade associations (such as the West of England Aerospace Forum) this has
proved to be an excellent means of providing that input but such groups are not in existence in all cases.

6.2 RDAs should not be allowed to drive the SET agenda. HEIs should be seen to be setting the SET
agenda, rather than having to re-align their research strategies to fit the RDAs’ agenda and hence funding
opportunities. The challenge is how to communicate eVectively from HEIs to RDAs the new scientific
discoveries and their potential commercial exploitation.

February 2003

Memorandum by the Royal Society of Edinburgh

The Royal Society of Edinburgh (RSE) is pleased to respond to the House of Lords Science and
Technology Committee Inquiry into science and the regional development agencies. This response has been
compiled by Professor Andrew Walker, Vice-President of the RSE with the Research OYcer, Dr Marc Rands,
and with the assistance of a number of Fellows with considerable experience in this area.
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There are two RDAs in Scotland, Scottish Enterprise and Highlands and Islands Enterprise. In addition,
these Agencies themselves have a network of Local Enterprise Companies which show considerable diversity
in operation. The Boards of Scottish Enterprise and Highlands and Islands Enterprise then have an over-
arching role in bring issues together at the higher level. One other important diVerence between England and
Scotland currently is that Scotland has a single Department and Minister responsible for both Higher
Education and Enterprise, giving greater opportunities for strategy convergence.

Regional Development Agencies, however, are not the natural bedfellows of the Higher Education and
Research Institutes and they need structures and incentives to work together. The recent White Paper, the
Future of English Higher Education, placed an increased emphasis on mechanisms for encouraging such
interactions. Some of these mechanisms already exist in Scotland, for example, through the Conditions of
Grant imposed on Universities by the Scottish Higher Education Funding Council (SHEFC), but SHEFC
and Scottish Enterprise have also been looking at further means of incentivising Knowledge Transfer
processes, recently identified in the Joint SHEFC/Scottish Enterprise Task Group Report on Research and
Knowledge Transfer. In addition, in 1996, the RSE developed, in partnership with Scottish Enterprise, a
national strategy for commercialisation (the Technology Ventures Strategy), which aimed to encourage more
of Scotland’s science and technology to be commercialised in Scotland.

An important area of consideration is the economic context in which the Regional Development Agencies
and universities are operating. For example, despite the considerable emphasis placed on encouraging
commercialisation of research-generated ideas, one of the major weaknesses of the Scottish economy in this
respect is the absence of locally based businesses capable of developing such ideas. The current model is very
much one of higher education institutions (HEIs) “pushing” research findings out into the community rather
than industry “pulling” such ideas and actively developing them. Scotland does not lack “institutional push”;
it does, however, lack “industry pull”. Of the top 10 publicly quoted companies in Scotland, five are either
banks or utilities and as a country, we have too few major directly research-dependent industries. Most
Scottish companies are small to medium sized enterprises (SMEs), often in rather “traditional” sectors. In
many of these SMEs the barrier to knowledge uptake is that the companies are not able to analyse their
business process in a way that allows them to envisage technological solutions. Moreover, there is a paucity
of university staV with the knowledge, ability and time to undertake the kind of business or process analysis
required to interact successfully with these companies.

There is, therefore, perhaps an insuYcient recognition that in some regions the industrial base simply does
not exist to exploit the scope for collaboration with academia. In some cases world class researchers cannot
find any local businesses to work with and need to collaborate with industry outside their region or indeed
outside the UK. This means that benefits flowing to the local area are indirect and therefore limited.

It is not easy to see how this can be addressed beyond encouraging such local collaboration as can take
place, promoting academic spin-outs and attracting appropriate inward investment. In this context, the RSE
in partnership with Scottish Enterprise has run a successful series of Enterprise Fellowships since 1997. These
one-year Enterprise Fellowships have equipped former post-doctoral researchers, or younger lecturers, with
the hands-on business knowledge to enhance the commercialisation potential of their own research. They
encourage the establishment of new start-up companies and allow young entrepreneurs to devote time to
develop their research into a commercial project. In Spring 2001, Scottish Enterprise commissioned SQW Ltd
to carry out an independent review and evaluation of the 13 Enterprise Fellowships that had been completed
at that point. Its report concluded that:

“The Enterprise Fellowship programme is shaping up to be an excellent contributor to economic
development in Scotland. It is enabling progress to be made in the commercialisation of university
research and the establishment of technology-oriented new businesses.”

The companies which these Enterprise Fellows have created to date include: Intense Photonics,
Microemissive Displays, Surfactant Solutions, Edinburgh Biocomputing Solutions, Photonic Materials,
Kymata and Intrallect. In recognition of this, Scottish Enterprise announced this year a major expansion in
the number of Enterprise Fellowships to be run by the RSE, with funding of £5.5 million for a further 80 new
Enterprise Fellowships in Scotland.

Other examples of valuable initiatives in this area, supported or encouraged by Scottish Enterprise, include
the development of the Strathclyde/Glasgow E-Institute, the Edinburgh/Stanford Alliance, The Scottish
Institute for Enterprise, Connect, Scottish Enterprise’s Proof of Concept Fund and the Intermediate
Technology Institutes. Details of these can be found in Scottish Enterprise’s 2002 Operating Plan (http://
www.scottish-enterprise.com/publications/operatingplan2002.pdf). Highland and Islands Enterprise have
also instigated a competitive Research Challenge Fund to encourage technology transfer, details of which can
be found at http://www.hie.co.uk/competition.html.

Additional Information

In responding to this consultation the Society would like to draw attention to the following Royal Society
of Edinburgh responses which are of relevance to this subject: Commercialisation Enquiry: Final Report
(1996); A Framework for Economic Development (March 2000); Research and the Knowledge Age (April
2000); A Science Strategy for Scotland (July 2000); The Are We Realising Our Potential Inquiry (July 2000;
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January 2001); Review of Research Policy and Funding (April 2001); Review of the supply of scientists and
engineers (August 2001) Scottish Higher Education Review (January 2002); Scottish Higher Education
Review: Second Consultation Paper (August 2002) and Research and Knowledge Transfer in Scotland
(September 2002). Copies of this response and of the above publications are available from the Research
OYcer, Dr Marc Rands (email: mrandswroyalsoced.org.uk).

March 2003

Memorandum by Scottish Enterprise Network

Introduction

1. The rapid globalisation of markets is both resulting from and being driven by scientific and
technological advances with production being increasingly knowledge and science intensive. There is an
increasing requirement for highly valued technical and knowledge skills as well as the drive for lower cost of
access to technology in certain areas.

2. The features of a self sustaining “Knowledge Economy” are that an increasing share of economic impact
is generated by R&D intensive industries, that there is an increased adoption of technology by established
industry and that all sectors of the economy are able to be innovative and adopt new technology and
knowledge.

3. In 2001, the Scottish Executive set out its strategic vision to guide the strategy and operations of Scottish
Enterprise and Highlands and Islands Enterprise. The strategy was set out in a document, A Smart Successful
Scotland: Ambitions for the Enterprise Networks1 which envisions a Scotland, where creating, learning and
connecting faster is the basis for sustained productivity growth, competitiveness and prosperity. The strategy
focuses on three key organising themes for the activities of the Enterprise Networks:

— Growing businesses.

— Global connections.

— Skills and learning.

4. A key component required to execute this strategy is the ability to maximise the economic impact of
science and technology to businesses in Scotland.

A Science Strategy for Scotland

5. The Scottish Executive in January 2001 published A Science Strategy for Scotland2 which sets out a
framework to inform the detailed development of policy for the support and use of science. This strategy links
the diVerent strands of Science from education through application of technology to public perception and
understanding. The Scottish Executive has established a Scottish Science Advisory Council to review
activities associated with Science and make recommendations to the Executive on policy in this area.

6. The objectives of the strategy are set out as follows:

— Maintain a strong science base fully connected to UK and international activity and funding
sources.

— Increase the eVective exploitation of scientific research to grow strong Scottish businesses and
provide cutting edge science to meet the needs of the people of Scotland.

— Ensure that enough people study science to a standard which will enable the future needs of the
country to be met.

— Promote awareness, appreciation and understanding of science across society.

— Ensure the eVective use of scientific evidence in policy formulation and resource allocation by
government.

Approach to Regional Development

7. The ability to innovate is a major driver for economic growth and is a key element of all activities of
Scottish Enterprise3 driven by Smart Successful Scotland. Scottish Enterprise is also involved in partnership
with other organisations across Scotland to support the goals of a Science Strategy for Scotland. It is
important to recognise the diVerence between technology driven and market driven innovation and also that
innovation is not just about Science and Technology but new products, new services and diVerent approaches
to all aspects of business. Innovation is relevant to all industries, businesses and organisations but the ability
to take the maximum advantage of advances in scientific research is often found within companies with a high
technology base focusing on specific markets.

8. Scottish Enterprise seeks to maximise the benefits of Science, Engineering and Technology (SET) to the
economy of Scotland by addressing several diVerent aspects of the links between business and SET:

— Foster and support innovation in both the research and business sectors.
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— Identify key areas of strength both in the research and business sectors.

— Maximise the economic benefit of existing academic research through support for
commercialisation.

— Ensure support for pre-competitive research in areas driven by market need.

— Provide mechanisms to foster links between business and the research communities.

— Provide business support for companies adopting SET.

— Ensure adequate funding provision is available to businesses.

— Work in close collaboration with the Scottish Higher Education Funding Council, Universities
Scotland and other organisations to develop aligned approaches to SET.

9. Actions have been undertaken to address each of these key approaches which will be illustrated
throughout this paper, and in detail in the supporting appendices. The remainder of this paper will address
the specific questions raised by the Committee, as set out in the enquiry remit launched in January 2003.

Stimulating employment, employment opportunities, regeneration, wealth creation and improved skill levels

10. SE regards involvement in both the development and exploitation of SET as a key component of its
operational strategy and has been focusing its eVorts to maximise the economic impact of science and
technology in key sectors using a cluster approach as a tool to strengthen and deepen our major industries.
The development of linkages and increased interplay between the diVerent aspects of an industry sector allows
companies to form highly beneficial relationships with other businesses, suppliers, and the wider community,
particularly research and education.

11. The cluster approach involves looking for areas of complimentarity between basic research strength
and business need and potential. The approach taken in the area is reviewed in the attached document An
Overview of SE’s Work with Clusters4.

12. The recognition that the development of sustainable employment comes from linking into the
knowledge base has resulted in an increased focus on both the creation of new companies and the
development of existing companies through their interaction with and adoption of new technology. Initiatives
such as the Proof of Concept Fund5, Royal Society of Edinburgh/Scottish Enterprise Fellowships6 SE’s High
Growth Team and Technology Ventures Scotland7 are geared towards these aims in addition to the individual
support provided by the Local Enterprise companies.

13. The recently announced Intermediary Technology Institutes (ITIs)8 demonstrate the commitment over
the long term to support the market links with both research and business in Scotland with significant
additional funding being allocated to develop market driven technology platforms that will enable Scottish
business to penetrate global markets.

14. Scotland has been extremely successful in attracting foreign direct investment in the past but has
recognised the need to focus on those investments that require access to knowledge and research to ensure
investment for the long term. The ITIs are seen by both SE and the global business community as a valuable
asset to encourage R&D investment in Scotland.

15. Programmes such as the Teaching Company Scheme, management development and Investors in
People play a key role in company development through best practice management and human capital
investment.

16. Scottish Enterprise actively supports the Scottish Institute for Enterprise9 which seeks to ensure
appropriate entrepreneurial training is available to students within the Higher Education sector and seeks to
leverage this activity in its business creation and company development activities.

Influence of advances in SET and national SET policies on SE Strategy

17. Developments in both the national UK and EU strategies for SET are reviewed on an ongoing basis
to understand the way in which they relate to SE’s strategy. For example, the UK focus on renewable energy
and low carbon energy generation is a key driver of activities within the SE Energy cluster team.

18. The recently published House of Lord’s document “Microsystems—Chips with Everything”10

highlights activity that SE has been undertaking in partnership with the Universities of Edinburgh,
Strathclyde, Glasgow and Heriot Watt, leading to the establishment of the Institute for System Level
Integration (ISLI) at the Alba Centre11.

Policy implementation and links into local, regional, national and EU mechanisms

19. SE constantly reviews national and international activities and programmes aimed at maximising the
economic value of SET. The Knowledge Management directorate within SE seeks to understand the diVerent
policy approaches and to leverage those mechanisms that can be brought to bear on the operational strategies
of the SE Network.
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20. In order to maximise the benefit to the Scottish economy, it is important that SE be able to link
eVectively into mechanisms which are designed to support technology development and uptake by business.
SE actively engages across Scotland in programmes such as the Small Company Innovation Scheme (SCIS),
SMART, and SPUR, and accesses partners and links across Europe through the Innovation Relay Centre
Network.

21. SE has established an oYce in Brussels, Scotland Europa, ensuring that there is good understanding
across SE of the European programmes, as well as providing a link for Scottish companies into the EU.
Through the team at Scotland Europa, the SE Network has been involved in the development of Framework
Six, and has developed a good understanding of European programmes targeted towards science and
technology.

Providing financial support for Science Engineering and Technology

22. Scottish Enterprise is involved in supporting SET in order to improve the economic benefits derived
from technology. There are a range of initiatives in this area, most recently the support for research and
teaching links between the University of Edinburgh and the University of Stanford in California, and the
establishment of the E-Institute and the Intermediary Technology Institutes.

23. Each of these initiatives provides support for R&D that is targeted towards key markets. The
opportunity for Scottish businesses to take advantage of developments in these areas is a major driver being
SE’s approach, as is the development of the strength and international standing of the Scottish science base.

24. The ability for businesses to access suYcient funds to enable them to take up and develop technology
is a key success factor. SE supports this process through the Business Growth Fund12, the recently announced
Scottish Co-investment Fund13 and the Investment Readiness Programme14, and by linking companies with
private sector investors.15

25. Given that there is an established private equity industry in Scotland, public sector initiatives are
founded in generating additional activity rather than displacing activity already undertaken by the private
sector. Intervention seeks to catalyse the private sector rather than create permanent infrastructure within
the public sector.

26. Scottish Enterprise continues to support the development of the Business Angels Network and sources
data on the Equity Market to inform and improve future policy in this area.

Conclusions

27. The importance of Science, Engineering and Technology to the economy of a region is well recognised
and has resulted in a major focus being placed on the mechanisms by which SET can be leveraged for
economic advantage in Scotland.

28. It is important to understand the part SET has to play across a broad spectrum of businesses in the
economy, and to ensure that mechanisms are put in place both to take advantage of new opportunities
aVorded by scientific advances, and also to ensure that technology is cascaded down through the company
base.

29. The involvement of researchers in companies may take various forms. For example, it could be
manifested by the direct transfer of uniquely developed intellectual property through spin out and licensing,
or through the involvement of researchers in addressing the specific problems experienced by SMEs.

30. The measurement criteria used to evaluate initiatives and programmes in the area of SET are by their
nature longer term and diverse. Experience around the world suggests that the success of such initiatives
should be measured as much by their influence on people and the value they transfer as by the intellectual
property they generate.

31. Strong relationships between the development agency and its partners in the research, business and
finance sector must be nurtured. The alignment of the strategies and goals and objectives of the diVerent
players and stakeholders will be a key component of success for any initiatives in this area.

32. The importance of science and technology in the knowledge economy cannot be over estimated.
Scottish Enterprise regards a strong focus on both the availability of market driven technology and the
commercialisation of the existing research base as key components of its strategy to develop new and existing
companies in Scotland. This is also important in supporting the attraction of high value inward investment
to Scotland over the long term.

March 2003
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Note Four—An Overview of SE’s Work With Clusters

Even in today’s economic environment where economies are increasingly complex and traditional
boundaries no longer define economic activity, regional competitiveness is still driven by microeconomic
foundations ie:

— Productivity/EYciency.

— Innovation.

— New firm formation/commercialisation.

These in turn are fundamentally enhanced by linkages across firms, industries and associated institutions
such as universities. Therefore, the application of a “clusters approach” is still at the vanguard of economic
development activity and is adopted in countries as diverse at the USA, Australia, Slovenia, Spain, Mexico
and Jordan.

The Global Perspective

There have been four major shifts in cluster policy in the last few years.

Both Porter and Enright have redefined the thinking on cluster boundaries, moving away from complete
value chains within geographical proximity to centres of specialisation in key activities, which are linked to
other areas of specialisation around the world, to create a single global value chain. An example is the
evolution of Silicon Valley, now a global centre of excellence for design and development of systems which
drive the internet, and closely linked to manufacture, distribution and key end markets elsewhere in the US
and around the world.

A second and related shift, is the recognition that the most innovative activity occurs at the overlaps and
intersections between clusters eg between biotechnology and optoeletronics. Therefore to remain competitive
in the longer term, structures and boundaries must be fluid, focusing on creating constructs which deliver
specific goals rather than the creation of new monoliths on the economic development landscape.

We are beginning to see an evolution in the way clusters are being applied as part of the economic
development tool-kit. Traditionally cluster activities are focused on a small number of key sectors, usually
“high tech” in nature and separated from the mainstream development activity. Latest developments in
thinking have seen the repositioning of cluster strategies to take advantage of the leverage which can be gained
from their integration within a wider innovation systems agenda—clusters are seen as a driver and test bed
for improving competitiveness across the whole economy.

Finally the work of Stuart Rosenfeld and others is looking at the possibility of applying a cluster
methodology to less favourable areas—inner cities, rural communities—as a tool for regeneration. Porter has
been applying this theory in his inner city regeneration work with some success as have a number of rural
authorities in Canada, Australian and NZ.
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The national perspective

Cluster Development activity in the UK was driven by the DTI and championed by Lord Sainsbury’s
Cluster Policy Group. The original focus for the group was the identification and development of cluster
strategies across the RDA network. The position has now shifted, with clusters moving to the heart of
Westminster policy on competitiveness—integrating the work of all key Departments eg Treasury, DFEE etc.

To achieve this, the DTI Cluster Group is now redefining its remit and its membership—bringing on board
all key government departments and establishing an agenda which will create a common perspective on
clusters and move the debate forward in a robust fashion.

We also have an opportunity to apply the learning in Scotland through our involvement with the DTI
cluster working group and the RDA cluster teams.

The cluster work is highly practical in nature with the RDAs and DTI keen to encourage a sharing of
experiences and lessons learned.

Scottish Enterprise Clusters and Key Industry Sectors

— Biotechnology Cluster.

— Digital Media Cluster.

— Food and Drink Cluster.

— Forest Industries Cluster.

— Microelectronics and Optoelectronics Cluster.

— Tourism Cluster.

— Aerospace Industry.

— Chemical Industry.

— Electronics Industry.

— Energy Industry.

— Financial Services Industry.

— Textiles Industry.

Note Five—Overview of Proof of Concept Fund

The Proof of Concept Fund supports leading-edge technologies emerging from Scotland’s universities,
research institutes and NHS Trusts. It helps researchers to export their ideas and inventions from the lab to
the global marketplace

It is a £33 million Fund, launched in 1999. Funding supports developing an idea, to establish “proof of
concept”, for activity in universities, research institutes and the NHS.

The Fund supports the development of early-stage ideas, which have typically been patented. It is not
simply another source of research funding. Successful bidders must demonstrate that their ideas have
originality and true commercial potential. Ideas should have the potential to form the basis of either a new
high growth business or a license to an existing company.

It is recognised that the projects supported are high risk and may take several years to become commercially
attractive to private investors. Thus, the Proof of Concept Fund represents a powerful commitment to
exploiting research advances and encouraging Scottish innovation.

Since the Fund was created there have been 118 Awards made with a value of nearly £19 million. Full
details of all the applications and awards made to date are shown by cluster, institution and round in Table
1 below.

In total, 287 jobs have been created, 198 of which are full time.

12 projects are now complete. Four of the 12 with an initial investment of £576,000 have spun-out attracting
£6 million in additional funds with 82 per cent of this coming from the private sector.

Six of the remaining 12 are on track to deliver a commercial outcome. One project was terminated early
as the technical concept could not be proven and the final project was unable to progress to a spin-out
company despite securing £145,000 as the IP ownership could not be resolved.

More information at
http://www.scottish-enterprise.com/sedotcom home/sig/academics/proofofconceptfund.htm
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Proof of Concept Fund

Table 1

APPLICATIONS AND AWARDS BY INSTITUTION AND ROUND

Totals
Institution Proposals Funded Percentage applications

to awards

University of Aberdeen 32 11 34.4
University of Abertay 21 5 23.8
University of Dundee 42 10 23.8
University of Edinburgh 32 10 31.3
University of Glasgow 64 21 32.8
Glasgow School of Art 4 1 25.0
Glasgow Caledonian University 14 1 7.1
Grampian NHS 7 0 0.0
Highlands and Islands 1 0 0.0
Hannah Research Institute 2 2 100.0
Heriot-Watt University 45 8 17.8
Institute for System Level 2 0 0.0
Integration
Lothian NHS 1 0 0.0
Macaulay Research Institute 2 0 0.0
Moredun Research Institute 4 1 25.0
Medical Research Council 6 1 16.7
Napier University 19 3 15.8
University of Paisley 9 2 22.2
Queen Margaret University 3 0 0.0
College
The Robert Gordon University 21 6 28.6
Roslin Research Institute 1 0 0.0
Rowett Research Institute 14 4 28.6
Scottish Agricultural College 7 0 0.0
Scottish Association for Marine 2 2 100.0
Science
Scottish Crop Research 12 4 33.3
Institute
Scottish National Blood 1 0 0.0
Transfusion S
South NHS 1 0 0.0
St Andrews University 16 5 31.3
UHI Millennium Institute 1 0 0.0
University of Stirling 6 0 0.0
University of Strathclyde 70 21 30.0
Tayside NHS 3 0 0.0

Total 465 118 25.3

Note Six—Overview of Royal Society of Edinburgh—Enterprise Fellowships

The SE/RSE Enterprise Fellowships Programme addressed the need to commercialise the exceptional
research that was being conducted within Scotland’s universities in the key areas of optoelectronics and
biotechnology. The scheme was developed to target, primarily, non-tenured researchers in the universities to
give them the time, training and contacts (with mentors, banks, VCs etc) they needed to commercialise their
research, predominantly through the creation of new companies. Each Fellow is eVectively given a year’s paid
sabbatical during which they are given: highly directed business training by Glasgow Caledonian University;
the opportunity to develop a product; and, most importantly, the opportunity to build a network of mentors,
advisors and, possibly, a team to commercialise the research.

The total funding of £930,000 approved for the pilot and main programme allowed for up to 23 Fellowships
to be awarded on a competitive basis. The pilot areas were optoelectronics and biotechnology. In the main
programme Fellowships have been oVered in the fields of optoelectronics, biotechnology, energy and creative
media. The pilot programme ran in 1997 with the main programme starting in late 1998. (Funding of £367,000
has separately been approved for seven further Fellowships in 2001–03 in communication technologies and
microelectronics).

To October 2001, 13 researchers completed their Enterprise Fellowship year and a further five Fellowships
are underway. Seven of these were in biotechnology, seven in optoelectronics, two in energy, one in creative
media and one in communications technology. Six further fellowships have recently been awarded by the
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RSE. The Scottish Enterprise Board has since approved Phase two of the Enterprise Fellowships Programme
(September 2002). This is now underway, and 80 Fellowships will be oVered over a five year period from
2002–07.

The scheme has recently undergone an interim evaluation to identify its economic impact. In the words of
the evaluators:

“. . . economic impact performance so far is very good, in terms of business spinout from
universities, net job creation and cost eVectiveness. This will be enhanced if the businesses
established grow as they are anticipating.11

“The Enterprise Fellowship Programme is shaping up to be an excellent contributor to economic
development in Scotland. It is enabling progress to be made in the commercialisation of university
research and the establishment of technology oriented new businesses.”

Former Enterprise Fellows now hold positions of CEO, Technical Director or Product Manager, or are a
key member of the business start team in the following technology orientated companies:

Intense Photonics Ltd Photonic Materials Ltd
Microemissive Displays Ltd Kymata Ltd
Surfactant Solutions Ltd Intrallect Ltd
Edinburgh Biocomputing Solutions Ltd

While it must be acknowledged that many other factors, such as access to finance, are crucial in creating
new businesses, the evaluators concluded that:

— In two cases it was highly unlikely that a spin out company would have been formed in Scotland
without the Fellowship.

— In three cases, the Fellowship was a very important, possibly critical stage in the formation of the
firm.

— In one case the Fellowship was judged important but not the prime factor.

— In one case, the Fellowship year made a contribution, albeit small relative to other inputs.

The impact on the Fellows themselves has been substantial and in some cases transformational. These
findings were based on interviews with the Fellows themselves, their mentors and others involved in the case.

Enterprise Fellowships—Web Site

http://www.scottish-enterprise.com/businessstart/academics/fellowships/

Note Eight—Briefing Paper on Intermediary Technology Institutes

Overview

This paper presents an overview of the proposal to establish Intermediary Technology Institutes (ITI) in
Scotland. The Institutes are a mechanism for encouraging and supporting pre-competitive research in key
market areas in which Scotland has strong economic and business development potential.

Each Institute will have a small staV of approximately 15 who will co-ordinate with the market and
undertake programme management. It is intended that all research activity be commissioned through existing
research groups in Scotland and where necessary elsewhere. The research excellence and existing industry
base in the three areas of focus are distributed across Scotland and it is anticipated that the proposed
operation model will result in economic benefit over a broad geographic area not merely at the location of
each ITI.

A self-sustaining knowledge economy

A key driver for economic growth is the development and exploitation of technology both for present needs
and future requirements. Successful economies around the world have a research base that extends beyond
basic science, into the pre-competitive research area with a focus driven by global market opportunities. In
such economies there is a strong relationship and movement—of people and ideas—between research activity
and industry. This is a win-win for industry, research institutions and academia through the development of
mutual benefits this then acts as a major impetus to the economy.

Issues for Scotland

Scotland has long had a reputation for world class research in many fields and according to the 2001
Research Assessment exercise, it continues to score highly, pulling in a higher percentage of UK research
funding than would be expected from its proportion of the UK population. Significant research activity and
marked successes have been seen in several areas that have the potential to be strong market opportunities
in the future, most notably in the fields of Life Sciences, Energy and Communications Technology.



science and technology committee (sub-committee ii) 319

Although the number of Scottish technology based companies is increasing, the overall level of R&D in
Scottish companies falls behind that seen in the rest of the UK and Europe. A poor understanding of the
broader global market and the potential shifts and opportunities available can lead to low levels of corporate
R&D. It is therefore important to develop better mechanisms to identify and access a “market steer”. We
must capitalise upon and further develop the research beyond basic science into the pre-competitive arena
that can be used as the basis of competitive diVerentiation by private companies.

Intermediary technology institutes

Most developed economies have institutes or organisations that help optimise the knowledge generation
and exploitation capacity in their country. Each institute is designed to fulfil a specific need. Some support
applied research which is commercialised by local companies, others help support basic research where this
is a weakness in the local economy. In all instances the establishment of such mechanisms can be
demonstrated to have significant economic impact over the long term, early indicators being seen after five
years with significant strong economic growth demonstrable after 10 years.

Many examples can be seen around the world—Canada, Australia, Germany, Singapore, Taiwan, Finland,
Sweden etc. Each operate as part of an overall economic system, ensuring that all aspects of the development
spectrum is covered from basic research through applied research to industrial development producing new
products and processes that generate profit. Each example has characteristics that address the strengths and
weaknesses of their particular economies. The proposed structure and operational model for the Intermediary
Technology Institutes attempts to do the same for Scotland. This is a major strategic project for Scotland.
Realising its full potential will require a substantial, long term and sustained commitment.

Scottish Intermediary Technology Institute model (ITIs)

While the draft model draws on the experience of intermediary bodies from around the world, the proposed
business model is specifically targeted to address the particular strengths and weaknesses of the Scottish
economy. This is by its nature a long-term programme and must be supported for a significant period of time
(10–15 years). The proposal is intended to build upon and be additional to the existing research activity in
Scotland and to provide additional funding mechanisms to work in areas important to future market
opportunities. These diVering work streams can be brought together to form more complete commercially
ready propositions. The model therefore has at its core a number of key operating principles:

— Provide a strong market focused link between the academic and corporate bases in Scotland and
across the globe.

— Attract leading global players and researchers to participate in the identification of future market
opportunities in which Scotland can become world leading.

— Generate market focused intellectual assets by commissioning research from leading researchers in
existing research institutions in Scotland and world-wide.

— Create pre-competitive market focused technology platforms that will strengthen existing Scottish
companies, and/or create new firms.

— Facilitate the movement of staV, skilled in both market understanding and technology, between
academia and industry.

— Retain technology graduates for Scotland by providing opportunities for career development.

— Capitalise upon existing science and technology strengths to develop Scotland as a world-renowned
centre of expertise in specific technology niches.

— Act as a proxy for Corporate R&D and significantly increase the levels of R&D in companies in
Scotland.

— Stimulate high tech firms in Scotland to create their own demand for near-market development
research.

In practice the Institutes will focus on market areas in which Scotland has potential competitive advantage
and not merely a niche player; critically those markets that have not been identified as being in the ownership
of another geographic region. It is important that the areas of focus are driven by clear market opportunity
for which Scotland can develop a global reputation for commercially driven market ready research.

Operational structure

A “strawman” model has been developed which is being reviewed with stakeholders to solicit input and
feedback to ensure the proposal provides a positive business opportunity for all potential players.

It is important that the model be flexible and be modified to address the needs of stakeholders whilst still
achieving the maximum economic impact for Scotland. As a result it is assumed that the proposal will go
through stages of iteration as the plan is implemented. The outline proposal is as follows:
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— Establish three institutes to focus on pre-competitive research in the areas of Energy, Life Sciences
and Communications Technology and Digital Media.

— Chief Executive OYcer must have a strong industry background and be a leading player in the field
of focus for any given institute. CEO should have strong market links and global knowledge.

— Strong participation is anticipated from Industry leaders—Global players, local SME and
Academics in order to help define the focus areas. This will be augmented by the institutes’ own
networking with other third party market foresight sources.

— Institute must review the competitor landscape, pre-existing IP and foresight activities etc to
understand opportunities.

— Research will be commissioned to appropriate existing research groups, primarily within Scotland,
although key skills will be accessed elsewhere when not available or an additional element can
improve the oVering. The distributed research model will be supported by a strong knowledge
management system and human capital mechanisms.

— Research projects will be programme managed with milestones and deliverables using similar
mechanisms to those used in Corporate Research organisations that have intense working
relationships with academic partners.

— Research undertaken will be under the control of the ITI, in a similar way to that of existing contract
research arrangements by companies. Appropriate arrangements must be made for access to both
background IP and to allow follow on research.

— Establishment of a limited physical location to support the market interface and management
infrastructure (external to existing research institutions). The location criteria for this are presently
under review.

— Value extraction mechanisms and potential exploitation paths must be constantly checked during
the course of the programme. To ensure that the maximum economic impact is achieved, support
mechanisms such as high quality incubation support must be provided to researchers across the
distributed research network.

Two inter-dependent advisory steering groups will support the operation of the Institutes. The steering
groups would help to articulate the market opportunities that would create the research agenda and the
routing of the output of the research to the most appropriate commercialisation channel. The quality of
membership of these two Boards is fundamental to the successful operation of the Institutes.

The Research steering group membership will be predominately global industrial players together with
academics with global reputations in their research field. Considerable overlap of members of the Research
and Commercialisation groups will be designed into the organisation to strengthen the development process
and ensure the maximum commercial opportunity is targeted. Commercialisation group members will be
required to have additional skills in company building and the financing of technology firms in the chosen
technology area.

Membership

The issue of membership is central to the proposed Institutes. The model is premised on the basis that the
Institutes’ strategy and operation will be actively guided and supported by its members. The attraction of
members with a broad global perspective on markets and new technology directions, as well as a local focus
to ensure that propositions can therefore be eVectively transferred into the Scottish economy, are an essential
condition of the proposed construction of the Institutes.

General membership access will be set at a level to allow SME’s in Scotland to easily become involved,
another membership category will involve a higher level of commitment which firms will be able to pay in
kind or as a financial contribution.

The membership has been designed to allow diVusion into the Scottish Economy to be maximised and the
Intellectual Property requirements to be maintained.

Intellectual property

The approach to intellectual property and intellectual assets draws upon the current best practice in both
the management of intellectual assets and structuring of access to intellectual property. Cognisance of the
economic impact and diVusion requirements of the ITI model has resulted in the need for a more sophisticated
value release methodology than would be required in a purely commercial environment. This proposal will
continue to be developed as consultation with stakeholders progresses.
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Economic impact

An impact assessment has been prepared for the project which provides a comprehensive assessment of the
economic argument for the Institutes, assesses the robustness of the proposed model, and projects the likely
impacts of the project on the Scottish economy over the longer term. It also looks at the major economic
benefits other regions have gained from the establishment of similar mechanisms.

The assessment projects substantial economic benefits from the establishment of the Institutes and
highlights, based on the experience of other regions that have established such intermediary mechanisms, just
how far reaching the consequences of developing such infrastructure in Scotland will be for many of the factor
conditions that drive our regional competitiveness and productivity. These Institutes have the capacity to:

— Substantially increase and sustain the birth rate of indigenous high value-add technology based
companies leading to significant improvements in productivity gains.

— Help with the move towards recruiting higher value-added FDI projects to Scotland.

— Substantially increase the level of exchange between academia and the corporate sector in Scotland,
helping develop not just a transfer of skills and increased corporate R&D but also a more
commercial and entrepreneurial culture and ethos in the Scottish academic science base.

— Strengthen and support the realisation of the commercial potential of the Scottish science base,
leading to direct and significant productivity and competitiveness gains for existing companies
through “hard” technology transfer, the transfer of skills, and the significant growth in the number
of commercially focused researchers.

— Further establish and connect Scotland into key overseas markets, highlight Scotland as an
important centre for specific technologies and as a location for foreign direct investment, portfolio
direct investment and mobile skilled labour.

— Create a sustainable flow of market relevant technology companies that will attract more local and
international venture capital leading to additional economic impacts.

— Reinforce and develop Scotland’s key industrial clusters.

— Significantly increase the retention of graduate and professional skills in Scotland.

The experiences of other intermediary institutions that exist around the world indicate that there is a
significant incubation period prior to the manifestation of sustainable high economic impact. The market
opportunities must be seized in a timely manner when they present themselves or Scotland risks losing the
opportunity.

The Intermediary Technology Institutes and HEIs

The higher education institutes in Scotland are a critical component in ensuring the economic impact and
success of the Intermediary Technology Institutes proposal. It is the skill and reputation of their academics,
which when supported to focus on commercially targeted challenges, will enable Scotland to become the focus
for commercially ready research in key market areas. It is the intention that the work undertaken through
the ITI be additional to that of curiosity driven basic research.

The HEIs have as clear primary goals, the transfer of knowledge and skills through teaching and the pursuit
of research excellence. The criteria with which they are measured and by which they measure themselves,
reflect these goals, namely, peer recognition, international standing and the Research Assessment Exercise
(RAE). Their focus on basic research ensures that in the future there will continue to be technology that can
be exploited, their broad spread of research ensuring that new ideas and new avenues can be opened for
Scotland in the future. The way in which the HEIs are responding to the challenge being made to them to
commercialise more of their research is appropriate for their overarching goals, the pursuit of research
excellence. The identification and protection of intellectual property that is being generated by their
academics in their selected field of research is the focus of the commercialisation departments of the HEIs
and it is important that this continues.

Conclusion

The challenge that Scotland faces is to ensure that more research and development is undertaken to support
emerging markets in addition to the curiosity driven research. It is essential that this research be commercially
driven with a focus on the application of that technology being paramount. The commercial drive not only
identifies those areas with maximum potential economic benefit to Scotland but also builds the necessary
strong linkages to the global market in terms of customers and partnerships. The essential component of the
Intermediary Institutes is that they are demand not supply driven.

The ability to tap into research skills in many diVerent institutions both Scottish and international,
facilitated by this approach, will ensure that all the components of a technology platform can be bundled
together to create a viable sustainable global proposition. It will also ensure the international visibility of the
excellent research currently being undertaken in Scotland.
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The ability to channel the market requirements through an intermediary institution and tap into the
strengths of existing research groups to support the commercial goal will be a major diVerentiator for
Scotland.

Notes 12, 13 and 14—Scottish Co-Investment Fund

1. Background

A lack of accessible capital is one of the major obstacles to the creation and expansion of businesses.
Because they lack either the collateral or track record to satisfy bank lending criteria, this problem is
particularly acute for start-ups, young or rapidly growing, and innovative SMEs.

Private equity finance is therefore particularly suited to financing high growth companies, including
innovative technology-based companies. However, the market often fails to respond to the needs of these
SMEs because private equity funds have neither the time nor expertise to evaluate and monitor large numbers
of small, but potentially viable, investments. Consequently, firms wishing to raise relatively small amounts
of equity experience problems.

2. The EC and risk capital

Although the supply of investment capital increased substantially between 1996–2000 across the EU it
would seem that this trend has reversed in the past two years with a 35 per cent reduction in venture capital
investment in the EU region between 2000–0124. This process, a reflection of general global trends, has
worsened the widely acknowledged risk capital gap25.

It is European Commission policy to promote the creation of risk capital funds throughout the European
Union to tackle this market gap. The Commission has defined risk capital26 as equity financing to businesses
in their start up and development phases. It has, for example, expressed concern about the risks of growing
businesses being over-dependent on debt finance27. The Commission emphasised the potential for growth and
job creation that an increase in risk capital markets would have. It takes the view that start ups, high tech
firms and early stage businesses are better served by equity finance given the costs of servicing debt and the
risk-averse nature of many lending institutions.

A commitment to risk capital was set out as a European Community objective at the Lisbon European
Council, which encouraged the redirection of funding towards growing businesses. Consequently, the
European Commission has established a major funding programme for Member States to support the
development of local risk capital funds.

3. Risk capital provision in the UK

The business birth rate varies across the UK. The Chancellor is using venture capital to close the gap in
England and Wales by creating nine Regional Venture Capital Funds to address the market imperfection in
supply of risk capital. The funds are being created in the poorest regions of England and Wales28. In these
regions the network of local VC/business angel providers has also historically been underdeveloped and the
establishment of these new limited partnership was intended to address this capacity issue.

The longest established of these funds, the Merseyside Special Investment Fund (MSIF), has recently
secured second round funding of £80 million (£36 million public, £44 million private sector) to address the
risk capital gap. DG Competition has accepted that the equity gap in Merseyside is up to £1 million.

Scotland was not included in the Regional Venture Funds process. The DTI and Scottish Executive
believed when initial discussion were taking place with the EC in 1999–2000, that the local Scottish
infrastructure was already well developed. Initiatives such as East of Scotland Investment Fund, Strathclyde
Investment Fund, the Local Investment Networking Company (Scotland), Scottish Development Finance,
etc, were also regarded as highly innovative.

However, the downturn in global economy has in the last two years had a profound eVect on Scotland, as
it has everywhere else.

24 The main conclusions of the Commission’s fourth progress report on the implementation of the Risk Capital Action Plan are
that the amount of venture capital invested in the EU in 2001 fell by 35 per cent from 2000 levels.

25 White Paper on Risk Capital: European Commission DG Competition, 2000
26 Risk Capital—a key to job creation in the European Union: European Commission, 1998
27 Economic Reform—Report on the functioning of Community product and capital markets: European Commission, 1999
28 In the four poorest English and Welsh regions—Cornwall, South Yorkshire, Wales and Merseyside—£93 million of EU money

is being invested in four funds totalling £200 million.
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4. The Scottish response to the risk capital market gap

Raising the rate of new firm formation is one of the four key challenges for the Scottish economy set out
in Smart, Successful Scotland29. The Scottish Parliament and Scottish Executive are fundamentally
committed to improving the rate of new firm formation as part of its strategy to close the productivity gap
with other leading nations.

Access to finance has long been recognised as a major constraint to new firm formation and the realisation
of the growth plans of existing businesses in Scotland. Activities to stimulate both the formal and informal
funding sectors have therefore been a major plank of public policy in Scotland for at least the last decade,
with many innovative and groundbreaking initiatives being introduced30.

Over the past two years, however, the volume of genuine risk capital in the Scottish market has reduced
significantly31. This has severely constrained the growth of the SME market in Scotland32.

While there are still willing business angels and early stage VCs, their numbers and levels of activity have
been badly aVected by the general economic climate. There are a number of large limited private funds, but
typically these focus on later round funding rather than on the company building end of the business
spectrum33.

The public sector tools adopted to date in Scotland have had very positive local impacts. They have also
improved the visibility of the equity market in Scotland, but critically they do not seem to have had a
significant impact at the systemic level to help the risk capital market operate across the full economic cycle.
As a consequence there remains clear evidence of systemic market failure in a number of key areas of the
Scottish risk capital market:

— In terms of supply of capital, provisions up to £1,000k is very poor.

— Provision for embryonic technology companies at this level is particularly poor.

— Only about 3 per cent of all the propositions going to VCs/Business Angels get funding and this
reflects the lack of “investment readiness” of many proposals.

— The relatively small number of VCs and Angels active in Scotland seems to reinforce this very poor
conversion rate34.

The heavy hits taken by the stock markets in recent times have impacted on Scotland, significantly
undermining the confidence of the early stage equity market. This represents a real weakness for the Scottish
economy, particularly as Scotland increasingly moves towards an economic development model focused on
indigenous company development.

During 2002, in recognition of these issues and the limited impact of existing public sector policy to have
a sustained aVect on underlying risk capital market dynamics, Scottish Enterprise and the Scottish Executive
undertook an extensive review of public sector early stage equity policy in Scotland. A summary of the results
of this work is provided below.

5. Summary of key finding from joint SE Scottish Executive Review

— Despite a huge amount of money under management in Scotland (£400 million!)35, the number of
deals done in Scotland is relatively small, particularly at the early risk capital stage.

— The pool of VCs investing in Scotland has reduced significantly in the past two years. In 2000 there
were about 30! VCs active in Scotland. Two companies did about 60 per cent of all deals while
almost two thirds of the active VCs did only one deal. In 2001–02, a number of VCs either reduced
their presence in Scotland or pulled out all together shrinking the investment pool even further.

— Many VCs concentrate on the later stages of the funding cycle, doing larger deals. Equity provision
in Scotland is extremely weak at the sub £1,000k level. This is a particular problem at the company
building end of the spectrum, especially for small embryonic technology companies.

— If the public sector were to directly fill these market gaps, for example by establishing a single large
investment fund, significant displacement of the private sector would occur. The EC and UK

29 Smart, Successful Scotland: Ambitions for the Enterprise Network—Scottish Executive 2000
30 Eg Scottish Development Finance (SDF), the Scottish Technology Fund (STF), the Local Investment Networking Company

(LINC), the Alternative Investment Market (AIM), East of Scotland Investment Fund, Strathclyde Investment Fund, etc.
31 Equitas and BCVA
32 The survey of Scottish small businesses carried out by Clearlybusiness.com in May 2001 found that the sector is under

performing, with 88,000 (38 per cent) of Scotland’s SMEs unable to take advantage of new ideas or opportunities valued at £13
billion in the preceding 12 month period. 68 per cent of those surveyed blamed a lack of available finance.

33 A report (May 2001) by David Bailey and Lisa de Propris at the Research Centre for Industrial Strategy observed that; “British
venture capitalists have largely moved away from the bottom end of the market, driven by the success they have had in making
larger investments”.

34 See Oakey “Funding Innovation and Growth in the United Kingdom New Technology-Based Firms: Some Observations on
Contributions from the Public and Private Sectors.” Also, Investment in Young Scottish companies—2000, Equitas, for
Scottish Enterprise April 2001.

35 BVCA.
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Government are increasingly insisting that where public funds are used to reinforce the equity
market, these funds must be used to lever private funds and players into areas of market gap. This
will build up the private sector infrastructure and allowing for viable medium-term public sector
exit options.

— It is estimated that only about three per cent of all the propositions going to VCs/Business Angels
in Scotland get funding.

— This very low ratio of deals done to propositions received is in part the result of the lack of
“investment readiness” of many proposals. It also seems to be a function of the small number of
VCs active in Scotland compounded by the very limited amount of time they spend sourcing new
deals as compared to managing existing deals36.

— Business Angels are a vital component of the Scottish financing market. They provide risk capital in
areas of the market where traditional VCs are unwilling to invest. Angels typically bring important
business building expertise and in doing so add genuine value to the investments they make.

— Business Angels are key to the eVective transition between the first stage where companies are
seeking finance to start up and the second stage where companies are seeking some formal venture
capital to expand.

— While Scotland has an active Business Angel community there exists scope to develop and grow that
market and in so doing increase the current level of deal flow.

Following this review, during the summer and autumn of 2002, SE undertook a four-month consultation
with the equity market in Scotland to establish a set of products that would:

— address both the Supply and Demand issues identified at the heart of the early stage market gap;

— provide a solution that worked with and strengthen the private sector risk capital market in
Scotland rather that undermined or displaced private sector players;

— specifically target ambitious SMEs, and;

— fully integrate the SE business development support network with any new investment products.

6. An early stage equity framework for Scotland

The result of this work has been the establishment of three linked products within an early stage equity
support framework:

— The Scottish Co-investment Fund (SCF).

— New Business Growth Fund (BGF).

— The Investment Readiness Programme (IRP).

The suite of early stage equity products will improve the supply of early stage risk capital, increasing the
number of hands on private sector investors, and improving the quality of the propositions going to the
investment community. Currently only about three per cent of propositions going to the early stage equity
market in Scotland get funded. It is believed that this suite of products can help double this figure within five
years. In turn this will add significantly to the stock of high growth SMEs in Scotland.

7. The risk equity framework and economically under-performing regions

While SCF, BGF and IRP have Scotland-wide coverage, Scottish Enterprise and the Scottish Executive
recognise that within Scotland certain areas have a critically lower level of economic activity that other areas.

This economic under-performance has been recognised in policy terms by the EC through the adoption of
Objective 1, 2 and 3 status for a number of areas in Scotland and the establishment of a number of European
Partnership OYces. Three of these Partnership OYces (South of Scotland, East of Scotland and West of
Scotland) lie within the Scottish Enterprise area of operation.

As part of their Operating Plans for the period 2000–06, each of these three European Partnerships has
earmarked substantial funds for risk capital—Southern Scotland £2 million, Eastern Scotland £7 million, and
Western Scotland £23 million.

SE and the Scottish Executive have already committed substantial funds to improving the early stage equity
market across Scotland (over £45 million in the next three years alone). We want to build upon this
commitment and further increase the level of private sector early stage investment activity being undertaken
in the three Partnership areas by utilising a substantial proportion of the ERDF funding set aside for risk
capital.

36 Typically about 5 per cent of their time on initial screening of propositions and about 75 per cent managing existing deals
(Investment in Young Scottish Companies: Equitas 2001).
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To this end, SE is submitting this application for risk capital funding to extend the Scottish Co-investment
Fund and Business Growth Fund in the three European Partnership areas within the SE operational area.

A separate application for funding to extend the Investment Readiness Programme in ERDF eligible areas
will be made in the near future to the three Partnership OYces under the Business Development Objective.

8. Scottish Enterprise as an exempt body

Article 5(1) of the Financial Services and Markets Act (Exemption) Order 2001 provides that certain
specified bodies are exempt from the requirement to obtain authorisation to engage in certain types of
investment activity. SE is a specified body.

The 2001 Order therefore enables SE, as an exempt body, to establish, operate and wind-up collective
investment schemes; to deal in investments as principal; to deal in investments as agent; to arrange deals in
investments; to manage investments; to safeguarding and administrating investments; etc.

The Scottish Co-investment Fund has been established by SE and will be operated by SE within the
parameters of the 2001 Order. Business Growth Fund is likewise established and operated by SE within the
parameters of the 2001 Order.

9. The Scottish Co-investment Fund

SCF is a market driven, highly innovative product that gets the private investment sector to work much
harder at finding and funding both existing and new ambitious SMEs at the early equity stage of development.
It runs on purely commercial grounds with no subordination or guarantees. Its overriding economic objective
is to substantially increase the numbers of private sector investors active in the Scottish early stage market
and by so doing significantly increase the number of ambitious SMEs in Scotland accessing risk capital.

Options for a major limited partnership fund and a “fund of funds” model (analogous to the Regional
Venture Capital Funds and UK High Technology Fund in England and Wales) were closely examined in the
review and consultation process undertaken by SE and the Scottish Executive during 2002. The very strong
indication from the Scottish investment market was that neither of these approaches suited the Scottish
infrastructure. Instead, an innovative co-investment model was developed, in partnership with the investment
community, designed in such a way that it would both strengthen the role of current and new players in the
Scottish market and bring additional private sector money into the Scottish risk capital market.

Evidence of the success of this approach is clearly seen in the demand for the product. SCF was opened
for registrations of interest on 16 November 2002, with a closing date of 11 December 2002. During that time
SE received applications from 36 separate individuals and organisations, covering 40 diVerent proposals
valued at over £55 million. Many of the registrations of interest were from organisations not currently in the
Scottish market.

This phenomenal demand is a direct reflection of the construct of the product. Central to the rationale of
SCF is the acknowledgement that any new public sector product in this market gap must allow the investment
community to lead on deals if the significant pent-up private sector demand for early stage deals is to be
realised.

SCF addresses a market failure in the provision of early stage equity capital at the Scottish level. In design
it does not compel private sector investors to do deals only in specified geographically areas or in particular
sectors. Instead it provided co-investment funding to investors to do qualifying deals in any part of Scotland
within a broadly drawn list of qualifying sectors (see Appendix 1 for details or http://www.scotent.co.uk/
equity).

In this way SCF works with the grain of the market. Very importantly it also directly addresses the issue
of market capacity in Scotland, seeking to ensure that both more existing local players and players new to
the Scottish market do more deals in Scotland.

10. How the Scottish Co-investment Fund works

SCF operates by SE reaching Co-Investment Managers’ Agreements with private sector investors. SCF
then matches, on a completely commercial basis, qualifying investments. All investments are identified,
constructed and concluded by the Co-investment Partners, up to a maximum value of £500k of SCF funds,
within a maximum deal size of £1 million. SE anticipates reaching Co-investment Mangers’ Agreements with
between eight and 12 private sector organisations. The maximum SCF investment in any single Manager’s
Agreement will be up to a maximum 50 per cent of the value of the fund, up to a ceiling of £4 million.

Importantly, SCF funds will not generally be placed in a limited partnership arrangement with Co-
investment Partners. In most cases SCF will legally guarantee the agreed funding, with SCF fund only be
called down from Scottish Enterprise once an individual investment has been legally concluded. Thereafter
the Co-investment Manager will be required, as part of the Co-investment Management Agreement, to look
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after SE’s interests in all investments made using SCF funds. The Co-investment Partners are likely to be paid
a flat arrangement rate fee for this process per investment. Exit for SCF will be on the same terms as our Co-
investment Partners, ensuring a completely pari passu approach to all investments.

Note 15—Summary of Research & Development Tax Credit

Introduction

On 28 July 2000 the Secretary of State for Trade and Industry published guidelines on the meaning of R&D
for tax purposes, including a new statutory definition of R&D, to coincide with the introduction of R&D tax
credits. The definition and guidelines clarify what constitutes R&D for tax purposes and give businesses
added certainty in their tax aVairs. They apply not only to the R&D tax credit scheme for SMEs, but also for
other tax purposes, in particular to R&D allowances (these capital allowances were previously called scientific
research allowances), which are 100 per cent tax allowances for capital expenditure relating to R&D. These
can be claimed by all businesses regardless of size.

Scottish Enterprise

Companies seeking to undertake R&D must now be aware of the new legislation regarding tax credits. SE’s
role in providing support to companies now includes advice on the availability of R&D Tax Credits to all
companies undertaking R&D.

The decision to accept state aid support from Scottish Enterprise or apply for R&D tax credits is a question
of cash flow. If an SME receives state aid, which constitutes a notified scheme, a condition of approval for
the UK’s R&D tax credit, under EC State Aid rules, is that individual projects that have been in receipt of a
notified state aid cannot be included in a company’s R&D expenditure for the purposes of the SME R&D
tax credit.

As of 1 April 2003 all R&D support provided by SE will be except from de-minimis as it constitutes a
notified scheme. Consequently SME’s must be aware that if they receive support for R&D then they will be
unable to claim R&D Tax Credits. This is not the case for large companies.

Introduction to R&D Tax Credits

Research and Development tax credits not only cover SMEs but new legislation means larger companies
are now also covered.

The Inland Revenue are responsible for tax issues including the SME R&D tax credit. Up to date
information can be found at the Inland Revenue website (http://www.inlandrevenue.gov.uk/r&d/index.htm).
Further information can also be obtained from the Department of Trade and Industry website (http://
www.dti.gov.uk/support/taxcredit.htm).

SMEs

The SME R&D tax credits allow for enhanced tax relief for certain R&D spending in two ways:

— an increase in the tax relief SMEs can claim for their qualifying non-capital R&D expenditure from
the usual deduction of 100 per cent to 150 per cent; or

— a payable R&D tax credit for companies not in profit—a cash payment of £24 for every £100 spent
on qualifying R&D.

The Government aims to create a favourable business climate for businesses to innovate in the UK. Small
and medium-sized companies (SMEs) wishing to undertake R&D can face particular diYculties. R&D is
often a long-term investment. Smaller companies are the least well able to sustain this necessary investment
over long periods of time, and do not necessarily have access to funding. The SME R&D tax credit aims to
help overcome these barriers to encourage R&D, since R&D can help create:

— new and more competitive products, services and processes;

— new markets; and

— high-quality employment opportunities for skilled people.

The R&D tax credit was introduced to help SMEs to undertake R&D, either for the first time, or to
encourage them to increase their R&D.

Larger companies

Large companies are entitled to an additional deduction (a “superdeduction”) from their taxable income
of 25 per cent of their current spending on qualifying R&D, in addition to the normal 100 per cent deduction.
For example, if a company spends £100,000 on qualifying R&D it can deduct £100,000 from its taxable
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income under ordinary tax rules and an additional £25,000 under the R&D tax credit. For a company paying
the main rate of corporation tax at 30 per cent the credit would therefore give a reduction in tax of £7,500.

Companies will receive credit for their current direct R&D expenditure on:

— staV costs; and

— consumable stores.

This follows the pattern of the existing credit for companies that are small or medium enterprises (SMEs).

However, unlike the scheme for SMEs, there is no requirement that a large company making a claim retains
the intellectual property rights (IPR) from the R&D claimed for.

Memorandum by the Society of British Aerospace Companies

1. The Society of British Aerospace Companies (SBAC) is delighted that the Committee is looking at the
important question of the RDAs’ role in promoting Science and Technology, and is grateful for the
opportunity to share our observations.

2. Our own experience of the RDAs, along with other industrial bodies, is still in a learning curve.
Additionally, owing to the SBAC’s centralised structure and the absence of regional SBAC facilities, our
direct dealings with the RDAs are fairly limited. However, the SBAC strongly supports the emerging
relationships between the RDAs and key strategic high-tech industries such as aerospace. In particular many
RDAs are now recognising regional aerospace forums as facilitators and key partners in delivering their
economic and innovation strategies.

3. The importance of innovation and of the science base to aerospace is such that we believe an articulated
innovation policy is an essential prerequisite for any wider economic development policy. It is in this context
that the SBAC welcomes this inquiry and oVers the following comments.

The Importance of Innovation

4. It is worth stating at the outset that science in its own right, without application, can be construed as a
high form of navel gazing. The value of a strong science base is only realised when it is applied in some form
or other. And it is industry which turns the pamphlets of our universities into the life-enhancing products for
our society. It also leads to high-quality, highly paid employment thereby helping to position our economy
as an economy of the future and helping to improve our competitiveness. This is why during the following
comments we have referred to science and technology to emphasise the industrial imperative that transforms
the science into a tangible benefit.

5. Innovation is the sustaining lifeblood of high-tech industries such as UK Aerospace. And high-tech
industries are essential to the UK economy if it is to continue to provide high-quality, highly-paid
employment.

6. Innovation is especially critical to UK Aerospace. Aerospace is a knowledge-intensive industry,
accounting for £1.73 billion, or 13 per cent of the UK economy’s entire R&D spend. Commitment to R&D
extends deep into the aerospace supply chain, with over 50 per cent of supplier firms reporting some R&D
activity.

7. The importance of innovation is the main reason why UK Aerospace provides amongst the highest
quality employment in our economy. Training spend is a third above the national average, salaries are double
the manufacturing average, and voluntary staV turnover at 4 per cent a year is a fraction of the national
average of 27 per cent. One in nine jobs in UK Aerospace is entirely devoted to R&D. Aerospace’s sustained
high levels of investment in R&D, well above the national average, is one reason why a Government
sponsored report recently cited the industry as the UK’s “most globally competitive manufacturing
industry”.

8. Aerospace is a crucial sector for many of the UK’s regions. For example, the Midlands aerospace cluster
generates 45,000 jobs, many of them high-skilled and in management. The Welsh RDA has acknowledged
aerospace to be amongst the top three industries in Wales, as is the case in the South West and the North
West. It is no surprise that many RDAs have identified their regional aerospace industry as a priority sector
and crucial to their region’s economic strategies.

9. Under-investment in R&D has contributed greatly to the UK’s low level of productivity compared to
our main competitors and recognition of the crucial role of R&D in maintaining high and stable growth is
particularly important. The promotion of R&D is a vital part of any policy to boost the UK’s
competitiveness. In fact a recent Treasury report suggested that the UK’s underinvestment in R&D was
responsible for two thirds of the UK’s productivity gap with the US.



written evidence submitted to the328

The Need for a National Innovation Strategy

10. The SBAC has long lobbied Government for a clear national co-ordinated research and development
strategy. As a necessary step in that direction, the Society welcomed last year’s announcement of a
manufacturing strategy, which highlighted the importance of innovation, and the importance of a co-
ordinated approach on innovation policy across Government and across the country.

11. The manufacturing strategy highlighted the importance of science and innovation and the importance
of regional policy as a delivery mechanism, and to that extent a debate is needed urgently on the way in which
regional innovation strategies are developed.

12. The Government’s manufacturing strategy led to the launch of several sectoral Innovation and
Growth Teams, the most recent of which being the Aerospace Innovation and Growth Team. Whilst the
AeIGT is yet to publish its findings, due at the end of March, nonetheless one of its main areas of interest is
to ensure an eVective national R&D strategy, not only for aerospace but across the economy as a whole, and
one that is co-ordinated regionally.

13. In the last few years, the Government has launched numerous initiatives into science policy, and in
particular in improving the relationship between academia and industry. For instance, the Sir Gareth Roberts
review was fully adopted by the Treasury last year, and this has been followed by the Lambert review. The
Society feels that the proliferation of such reviews, and the perceived absence of significant change on the
ground, is in itself a reflection of the lack of a national Innovation Strategy. Regional innovation strategies,
if not properly co-ordinated, threaten to only add to this confusion and to the possibilities for duplication
and wasted resources.

14. The Government has long been criticised for displaying a strong bias towards academic research at the
expense of industrial research. Science is not an end in itself. Aerospace is one of the most value added and
innovation dependent of all UK industries—indeed aerospace is the second largest spender on R&D in the
UK. Therefore any R&D strategy must focus on the need to ensure the eVective development of R&D into
industry and the marketplace, to ensure its full value is exploited for the benefit of the UK economy. In this
context, it is important to diVerentiate between R&D and R&T (research and technology). While the
Government has maintained a strong record in investing in our science base, it is the funding levels for
industrial technology development which is the main concern. Both national and regional innovation
strategies need to therefore maintain a strong focus on this delivery focused imperative.

National Co-ordination

15. Partly through the active encouragement of central Government, and partly through organic growth,
RDAs have significantly broadened their areas of interest and influence. Regional economic development
strategies have been recently joined with regional innovation strategies, a development which incidentally we
would like to see replicated at a national level. However, there are some fundamental limits to the roles of
RDAs which are worth reiterating here.

16. Firstly and most importantly, RDAs cannot individually decide a national strategy. There needs to be
a clear co-ordinated national lead, within the DTI, for co-ordinating both economic and innovation policies
within the regions, to ensure that regional strengths are properly identified and exploited and to avoid
duplication and gaps. At present although the structure is there, there is criticism that these structures are not
delivering eVective co-ordination. As we have seen in the R&D policies of member states across Europe, a
lack of co-ordinated strategy has lead to duplication of eVort and underfunding in other areas. Without a
clear national lead, the UK risks the danger of uncontrolled devolution, where mini-DTIs sprout up in each
region with their own agenda and without a clear recognition of what is best for the nation. These regional
economic and innovation strategies should not therefore be allowed to be developed organically at a regional
level, but should be consistent with a national strategy.

17. Additionally regional strategies should be co-ordinated with European strategies. For instance, the
European Commission is currently working on a European innovation strategy. Within specific sectors as
well, the European Commission is working with industry to articulate a European aerospace strategy under
the Acare research agenda framework. This needs to be co-ordinated at a regional as well as a national level.

What Should RDAs do?

18. RDAs need to convince the business community that they are not another bureaucratic tier of
Government, and must instead focus on delivering real value added benefits. The Society believes that in
terms of promoting innovation, there are two clear areas where RDAs can add value:

A: RDA as regional facilitator

19. RDAs should assist national funding sources and associations in targeting investment most eVectively,
within a co-ordinated national R&D strategy. RDAs should act as regional facilitators, using their experience
with industry needs within the regions to direct funding to its maximum eVect, as well as to provide a regional
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evaluation centre for evaluating the eVectiveness of national strategies. This would include promoting
awareness of schemes, providing support and advice in applying, and evaluating their long-term success.

20. As an example, the RDAs could provide a valuable service in working closely with companies to
encourage their take-up of the new R&D tax credit for large firms, as well as the existing tax credit for small
firms. Feedback to the Society from some companies suggests that the R&D tax credit for small firms has
some problems in terms of its complexity where a regional advisor could help.

B: RDA as supplier of regional intelligence

21. This service works both ways. Not only can RDAs act as a facilitator, it can also gather intelligence
using its contacts with local industry of the region’s needs and technology weaknesses where strengthening
is needed. This information can not only inform regional policy, but it can help to inform national strategies
co-ordinated within the DTI. The RDAs can therefore help to map the UK’s innovation requirements.
Already RDAs are busy mapping the supply chains of several key sectors. A similar and integrated innovation
map could be a useful tool both regionally and nationally.

22. Many RDAs are already mapping their region’s aerospace clusters, in collaboration with regional
industry. The first of these regional studies suggest that over 50 per cent of their aerospace companies claim
to do R&D, confirming the industry’s reputation as a key generator of regional innovation. This intelligence
can be invaluable in informing both regional and national sectoral and innovation policy in identifying local
capabilities and needs.

23. An example to illustrate this is the US defence company Lockheed Martin, which has been attempting
to dispose of surplus technological assets in the UK. It is being hampered in its eVorts to identify interested
companies by the lack of an awareness of the UK’s technological needs.

24. One initiative the Society has looked at closely and championed is the Centre of Excellence model.
These are regional centres of best practice in specific fields such as skills and training or innovation, and are
in many cases sector specific, such as the Aerospace Innovation Centre in the north west. Centres of
Excellence provide a regional focus, often associated with a specific industrial cluster, to build on and co-
ordinate a perceived regional strength. RDAs have been closely associated with the establishment and
development of many of these centres. Again we would encourage RDAs to look closely at this model, with
the caveat that again this needs a national co-ordination to avoid duplication. As a hypothetical example, the
aerospace community would not advocate two centres of excellence on wing design within the UK. The trade
union Amicus has submitted an excellent paper to the Aerospace Innovation and Growth Team on centres
of excellence in aerospace which we strongly endorse.

25. Additionally, RDAs should use their regional contacts to help facilitate the links between university
and industry in promoting the exploitation of innovation and technology. RDAs are well placed within the
regions to stimulate the information flow between academia and industry to help ensure that academia
supplies the needs of industry. This includes encouraging the flow of engineering graduates into industry.
Currently only one in five engineering graduates go on to enter engineering jobs. Again they are also well-
placed to help facilitate the many national initiatives in this area.

Addressing Bureaucracy

26. It has been observed that RDAs are, at least in theory, less bureaucratic than many of the nationally-
run Government agencies. Again their proximity to “the ground” makes them well placed to manage and
oversee regional technology policies, and to use their knowledge of local industry and facilities to invest large
sums where national agencies might be more loathe to. That said, in reality much of the eVectiveness of the
RDAs lies in addressing widespread allegations of overweening bureaucracy and not being fleet of foot.
Addressing the issue of bureaucracy will be as important to their eVectiveness in this field as developing
specific regional technology policies.

Best Practice—Benchmarking

27. At present, RDAs largely work in isolation and with little co-ordination, although the Society has
noticed some exceptions to this rule in terms of co-operation in developing regional aerospace strategies
between the sector’s main regions. One of the consequences is that there is no mechanism for benchmarking
best practice in RDAs. A mechanism should be in place to allow for the identification and promotion of best
practice amongst RDAs.

Case study: East Midlands Aerospace

28. The East Midlands Development Agency is working with the Midlands Aerospace Alliance to map
university aerospace industry linkages. They are also developing an aerospace cluster strategy. The North
West Aerospace Alliance is conducting similar work with its RDA to map university linkages, which is
particularly important given the development of the Aerospace Innovation centre in the region. Regional
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aerospace cluster strategies are also being developed with the regional industry groupings by the south west
and west Midlands RDAs.

29. Finally, the Sub-Committee may find it useful to see the attached letter we have received from Rolls-
Royce plc in response to our discussions with industry about the inquiry.

March 2003

Annex

Letter from Rolls Royce Plc to SBAC

1. Rolls-Royce are involved with a number of the UK RDAs on issues relating to science and engineering
investment. The following points are a general summary in response to SBAC’s questions on:

— the role that members see the RDAs fulfilling;

— what members believe they should not do; and

— any models/best practice of which members are aware.

2. We are aware of the Innovation Centres at Universities and the Science Park developments which are
proving eVective in exploiting Science, Engineering and Technology (SET). In our experience the RDA SET
focus to date has been on involvement with SMEs and has not necessarily been used to significantly influence
larger companies in the region except where there is evidence of a sharp decline of that industrial sector. This
may in part be due to RDA funding previously being targeted by central government. The increased ability
of the RDAs to allocate their own spending should make them more eVective in this regard but it is essential
that a degree of central co-ordination is retained to ensure that unnecessary duplication of capability is not
occurring.

3. It is clear from our involvement with the RDAs that they are aware of the national SET policies but it
is not clear whether their strategies are adequately influenced by, and integrated with, the national picture.
In some cases (eg advanced manufacturing technology) it is clear that multiple RDAs are supporting similar
SET developments, a situation which suggests—at best—only limited central co-ordination.

4. SET funding opportunities presented by national and EC support schemes do seem to be exploited well
by the RDAs through initiatives such as the University based Science Enterprise Centres, the Innovation
Centres and the larger scale Technology Demonstrators such as the New and Renewable Energy Centre
(NaREC) in the North East.

5. In setting up large facilities such as NaREC there is a clear need for central co-ordination to avoid
duplication and redundancy of facilities. There is a significant risk of the strong support from central
government for new technology areas such as nanotechnology becoming fragmented across the regions owing
to the perceived “buzz word” status of these topics coupled with a relatively low initial investment threshold.

6. Although there is a role for central co-ordination there is also clearly a need for the RDA to manage
the close links with the region’s industry to guide and specify the requirements for SET development. On this
point where there are local strong trade associations this has proved to be an excellent means of providing
that input but such groups are not in existence in all cases.

7. A key development would be to encourage, or make visible if it already exists, the links between the
developing strategies of DTI, EPSRC and MOD with their centre of excellence and the role of the RDA’s.
Are the RDA’s involved with the long term wealth generation for UK as a whole and linking this with future
exploitation of Technology for their region?

Dr D A Clarke

Head of Technology Strategy and Research

Rolls-Royce plc

March 2003

Memorandum by the University of Leeds

The University of Leeds has been active in working with its Regional Development Agency, Yorkshire
Forward, ever since its inception. It has been pleased to contribute individually and through a variety of
collaborations. These include:

— contributions to the planning of, and delivery of outputs towards, the Regional Economic Strategy,
amongst all the HE institutions in Yorkshire and the Humber, through the Yorkshire Universities
Association;

— development of major strategic projects and initiatives through the White Rose Consortium of
Leeds, SheYeld and York Universities;
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— consideration of specific initiatives at West Yorkshire level (with Bradford, Huddersfield and Leeds
Metropolitan Universities) to contribute to the Sub-Regional Action Plan; and

— ad hoc collaborations, as appropriate, to address specific regional development priorities.

We would like to comment on those areas where we have been involved in working with the RDA,
identifying how they have encouraged and supported this University in making a contribution appropriate
to its range of expertise.

(a) How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skills?

The University is a core partner, together with SheYeld and Huddersfield Universities, in the Y&H
Regional Centre for Manufacturing Excellence, led by Yorkshire Enterprise. Yorkshire Forward matched
DTI funds to establish this centre as part of the national Manufacturing Advisory Service. University
consultants oVer free diagnostic surveys of regional manufacturing companies to ascertain their innovation/
R&D/other support needs. This is followed, where necessary, by limited free advice and consultancy, and on
some occasions results in longer-term support on innovation at commercial rates.

The University is about to commence detailed business planning to establish, with Yorkshire Forward
funding, two Centres of Industrial Collaboration within the region, as part of a wider network that will be
developed over three years to support the RDA’s priority clusters. These are the Industrial Centre for Particle
and Colloid Engineering (ICPACE) and the Centre for Biomaterials and Tissue Engineering (BITE), and they
will be focal points for the transfer of technology and knowledge to facilitate innovation in regional businesses
active in these areas.

The RDA is to establish Knowledge RICH, a regional information and knowledge service to inform
business of technology based opportunities, improve access to and awareness of regional expertise, encourage
good practice replication, and to pilot new ways of increasing technology transfer and business
competitiveness. The university will be supplying for this detailed information on its expertise, facilities and
equipment, and intellectual property assets.

Yorkshire Forward has recently provided Integrated Projects Support to the University—services in
helping to draft bids for the European Framework Six programme. Two University of Leeds projects have
been supported—Membrane Protein Structural Genomics (MePSGen) and Supply Chain Oriented Robotic
Industry in Europe (SCORE).

The four West Yorkshire Universities have benefited from Yorkshire Forward funding support for a
Graduate Start-Up Programme. Each University had some elements of enterprise or business start-up
activity for students in place by virtue of various national funding streams, but the approaches were
incomplete and disparate. The additional funds from the RDA will facilitate the development of a common
approach through joint planning, and sharing of both best practice and facilities. If successful, Yorkshire
Forward will consider extending funding to support other Universities in the region.

There has been significant support from Yorkshire Forward for a bid by the White Rose Consortium to
establish a major research centre in the region—a new European Spallation Source. The university is leading
the collaborative eVort on this bid, which, if successful, would regenerate a community that has suVered from
the closure of its coalfield, in addition to providing a large-scale science infrastructure investment in the
region.

(b) How do advances in SET and national SET policies and initiatives influence and inform the RDAs’
strategies?

The University contributes to discussions with Yorkshire Forward on policy priorities in two diVerent
fora—through regular joint meetings of a YF team with the White Rose Consortium to explore project ideas,
and through participation in the Regional Policy Committee of Yorkshire Universities. We also look forward
to making a contribution to the proposed Yorkshire and Humber Science Council later this year.

Yorkshire Forward has made significant eVorts recently to develop further its relationships with this and
other Universities in the region. They have seconded a regional University Pro Vice Chancellor as their
Higher Education Strategy Director, who works with the Yorkshire Forward Innovation team and the
Science Exploitation Manager to build partnerships. This will ensure that new developments and initiatives
that originate within the universities or within the RDA are developed in consultation for maximum impact.
In particular, it is intended, through this mechanism, to develop an RDA-HEI collaborative approach to
applications for the next round of national HEIF funding.

The RDA has recognised the significant value represented by the three Universities of Leeds, SheYeld and
York, working together under the White Rose Consortium banner. They are keen to support the development
of international and leading research that is increasingly attracted via this partnership, and which can both
deliver benefit to the national economy, and be extended or augmented to deliver also specific regional benefit.
There is a series of existing/prospective White Rose projects of this nature:
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— DTI University Challenge fund was secured to establish the White Rose Technology Seedcorn Fund
to support the creation of spin-out companies in the three Universities; Yorkshire Forward has since
augmented the fund to increase its scope and longevity. A number of Leeds companies have been
created with investment from this fund:

— Creditscorer Ltd, providing web-based services to the credit management and financial
management sectors.

— D-sense Ltd, producing an innovative device which painlessly detects and measures tooth
sensitivity.

— Ecertec Ltd, making novel materials used in electronics applications that can change shape in
response to an applied voltage.

— Enabled Systems Ltd, creating software products to organise and control access to the mass of
product design data used in manufacturing and engineering industries.

— Instrumental Ltd, producing a wireless telemetry system based on miniaturised electronics to
collect engine performance data.

— Jopejo Ltd, that has produced an early warning labour predictive device for women at risk of
premature birth.

— Photopharmica Ltd, researching and developing new drugs for use with patients suVering from
certain forms of cancer and other diseases.

— The White Rose High Performance Computing Grid was established under the SRIF programme.
Yorkshire Forward supported the Universities by investing in this further, and helping convert this
capability into a National E-Science Centre. This has also been the platform for submitting a bid
to host a National Science Learning Centre.

— The White Rose Print and Packaging Faraday, led by Leeds, has succeeded in delivering, ahead of
schedule, the outputs required by the DTI’s initial investment, and has just secured further three-
year funding from them. Yorkshire Forward is currently discussing with the Consortium the
possibility of developing this model into a broader generic technology transfer vehicle for
supporting product and process development in the region, possibly along the lines of the TNO
concept in the Netherlands.

February 2003

Memorandum by the University of Newcastle upon Tyne

We welcome the opportunity to contribute evidence to the above inquiry. The questions raised by the
Inquiry are important and we deal with each point in turn. We would welcome the opportunity to amplify
on this submission during the visit to the region by the Committee.

(a) How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

RDAs vary considerably in the attention they give to this particular area.

In the North-East the RDA views this agenda as a key component of the Regional Economic Strategy
(RES). There has been recognition that previous models of economic development based around inward
investment have failed to generate an indigenous and knowledge based economy. The strategy for the North
East has placed the university research base at the heart of the RES. The strategy has been developed in
collaboration with the research base and then validated by examination through expert consultants (Arthur
D Little). This has emerged into the Centres of Excellence strategy.

In broad terms this strategy takes a holistic view of the contribution SET can make by seeking to establish
excellence in focussed technology domains in all aspects of basic, strategic and applied research with
additional specialist support in commercialisation (NorthStar). The RDA has recognised that it does not
have all of the required skill set and has undertaken a major recruitment campaign to bring specialist skills
into the region.

All of these developments are seen as contributing to a step change which will impact on employment,
regeneration etc.

The University of Newcastle is very supportive of this strategy but recognises that success will be dependent
on the University playing an active role in the next stage, which is implementation into practice. New
structures always create potential discontinuities and the real test of the strategy is only just commencing. The
eVort required to ensure success must not be under-estimated.
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(b) How do advances in SET and national SET policies and initiatives influence and inform RDAs strategies?

Advances in SET have been a major influence on the strategy outlined in (a) above. The areas identified
for development emerged from a review of regional strengths within the science base and in commercial
enterprises and market trends. National SET policies set a broad framework and the RDA is clearly
influenced, in part, through deployment of resources to underpin national initiatives (for example, Science
Enterprise Challenge and University Innovation Centres), support for research from government sponsors,
Research Assessment Ratings and also through reporting lines back to key Government stakeholders.

In one sense the regional strategy is therefore seeking to reinforce national strategies by shortening the links
between science and industry and plugging key gaps in the science base regionally. The regional strategy
should create its own impetus and success at a regional level, taking account of local resources of skills and
infrastructure and this may then impact on national SET. The boundaries between national and regional SET
initiatives will blur and it is hoped that this will create a healthy tension between deployment of resources at
a national and regional level to ensure eVective identification of opportunities including lower costs of
operation and fewer skill shortages in regions like the North East compared with “the Golden Triangle”.

A key benefit of an SET driven dimension to the regional strategy is that it forces regional policies to look
to national and international markets and away from “lame duck economics”.

A key concern is clearly the pace of technological change and the emergence of new fields which may not fall
into the pre-determined Centres of Excellence strategy. The University would not wish to have inappropriate
constraints drawn around curiosity-driven activity which will inevitably create new opportunities outside of
the remit of current structures. Agility and adaptation to change are key. New emerging areas of SET well
ahead of proven market-need clearly requires a strong and continued deployment of resources at the
national level.

(c) Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

Little impact is visible in terms of FP5 impact. However, there is now stronger alignment between
deployment of ONE source of EU resources (ERDF) and regional strategy. The SME orientated outputs
required by the ERDF can act as a serious constraint. Regarding FP6 it is too early to judge, although there
are already signs of greater engagement arising from regional activity. The role of the region within the
European Research Area merits consideration.

A specific concern in the North East is the allocation of significant resources through sub-regional
partnerships. The dynamics of parity across all stakeholders, often evident, within a sub-region and
sometimes within a region, flies in the face of selectivity, prioritisation and a commitment to excellence. This
underlines the importance of developing clearer models of additionality and subsidiarity from sub-regional
to regional and national level and a distinction between strategy development and delivery.

(d) How do RDAs reach decisions on financial support for SET? How should success be judged?

Financial support at a strategic level is set through RDA Board allocations guided by its’ Science and
Industry Council and through development of detailed business plans for each Centre of Excellence. This is
then tested through specific initiatives and programmes. In the North East there appears to be a distance
between discussion with oYcers in the RDA and their project appraisal systems which introduces a high
degree of challenge at the project level. Further, checks and balances are introduced through referral of major
decisions to the DTI. This all adds up to a cumbersome and lengthy decision-making process compared with
the research councils.

(e) What lessons may be learned from RDAs approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

A key lesson must be that failure is an expected part of developing eVective interventions and that learning
from failure is important. Public interventions by their definition tend to be risky given that interventions take
place in areas where the private sector will not engage fully. It does, however, seem to the research community
that there has been much re-inventing of the wheel and that RDAs have been slow to engage with the
experiences in Scotland, Wales and Ireland, This may be less so in the North East as the Centre of Excellence
and North Star initiatives appear to be being “copied” in Scotland. More eVective learning across all those
engaged in regional economic development in the UK is still required.

Another key lesson that needs to be learned is that universities have considerable experience in contracting
with government and industry and delivering the required outputs. While intermediate structures may be
necessary to provide a focus and a forum for industry/university interaction, these should not be a barrier to
direct investment by RDAs into the science base, or lead to the creation of alternative or competing
institutions.
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Additional Comment on the Links to the White Paper on Higher Education

The endeavours of the RDA in the SET domain could be seriously undermined by the implementation of
the recommendation in the White Paper on Higher Education related to the Research Assessment Exercise.
The universities have been able to make a contribution to economic regeneration in this and other regions
because of a wide spread of scientific expertise in universities throughout the UK, counterbalancing the
concentration of private and public R&D in London and the South East. The recommendation to create 6*
units and foster a small elite of research led institutions will lead to a further concentration of research
capacity in the golden triangle. The potential removal of RAE grade four37 funding will particularly hit key
parts of Newcastle University which are expected to play a leading role in underpinning the RDA centres of
excellence programme. The removal of support for research in the post 1992 universities will further
exacerbate this situation. The failure of the White Paper to take account of the geography of UK Higher
Education based research capacity is a serious omission.

February 2003

Memorandum by the University of Nottingham

1. Before responding directly to the questions posed, it is important to articulate the position of the
University of Nottingham vis-à-vis RDAs and to challenge three major assumptions underpinning this
invitation.

2. The University of Nottingham welcomed the establishment of RDAs as key strategic economic
development bodies to drive forward the ambitions, aspirations and achievements of regional economies
across England. Prior to the establishment of the East Midlands Development Agency (emda), the University
of Nottingham and East Midlands HEIs collectively (and the then embryonic East Midlands Universities
Association—EMUA) invested significant energy, time and resource in helping establish RDAs. Responses
were made to government consultations, discussions took place with the designated Chair, Chief Executive,
Board and senior management team members and there was extensive dialogue with stakeholder groups
around the region and beyond. The purpose of all this eVort was to support the RDAs in being successful in
developing systems and processes that contributed to wealth creation across communities in the UK.

3. In challenging the assumptions, firstly we would address the assertion that, in relative terms, RDAs
“spend and mobilise significant sums on science-related matters”. Government grants emda money in
exchange for outputs—these become the key drivers of action. Only two of the 15 core “tier 3” targets have
any direct relationship with universities/science and technology. To illustrate this issue, the following
breakdown of expenditure for four RDAs oVers some useful insights:

For period 2001–02 £m emda NWDA ONENorthEast SouthWest

Single Regen Budget 36.92 134.92 96.82 21.45
Land and Property 27.91 100.13 19.65 16.73
Coal Portfolio 9.98 8.61
Rural Dev Programme 8.46 1.95 10.39 8.34
Skills Dev Programme 4.05 8.57 3.38 5.17
Cluster Fund 3.36
Inward Investment 1.83 2.00 1.86
Competitiveness Dev Fund 1.92 6.47 10.40 3.75
Rapid Response Fund 1.38 24.52
Regional Supply OYce 0.47 0.82 0.46
Foresight Fund 0.05
Reg Centre of M/f excellce 0.19
Strategic programme 1.68
Broadband 0.87 0.18
TOTAL 98.40 298.58 150.13 109.72

Notes:

1. Columns do not sum to totals as some detail is unavailable, however, all totals are correct.

2. The breakdown of financial spend by RDAs is not transparent. This information is almost impossible
to find easily through traditional channels (ie RDA web pages, DTI, DETR, DfES)—where it is available
(eg RDA websites) the information is extremely user-unfriendly.

3. The main spend against SET would be in the “Competitiveness Development Fund” row (ie 2–7 per
cent of total budget)—it is likely that some is spread across other headings.

4. Of the four RDAs above, emda has the smallest budget but even so appears to allocate less pro rata than
the others.

37 Definition of Grade four from the 2001 RAE—“Quality that equates to attainable levels of national excellence in virtually all
of the research activity submitted, showing some evidence on international excellence”.
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4. Secondly, assumptions about “distribution of spend” both between and within RDAs have to be
challenged. A preliminary analysis suggests that a very small percentage of spend directly relates to SET. It
is also the case that much of the “single pot” is still caught up in the burden of the past—eg The Single
Regeneration Budget accounts for a high proportion of RDA spend but have little to do with science and
technology. Given the erosion of the tight economic development focus upon which RDAs were originally
established, SET has to hold its corner against other competing priorities eg environment and social inclusion
issues. The devolution of the “single pot” to SSPs is expected to exacerbate the situation because of short term
priorities as opposed to the strategic long term vision that investment in SET requires.

5. Thirdly, there is the question over the quality of RDA human resource to manage, facilitate and enable
the complex environment of SET. From an RDA perspective, the eVective management of SET should
require a good understanding and knowledge of HEIs research expertise, capacities and capabilities, whilst
simultaneously holding in clear focus a longer term view of scientific exploitation, innovation, higher level
skills and economic development. With a few notable exceptions, RDAs do not appear to have appointed
key people across the organisations with the necessary credibility, experience, expertise and skills to manage
these tasks, particularly with reference to research led HEIs. A further complication in this context is the
adoption (or imposition?) of the RDAs monitoring manual (from 20 January 2003) which defines the Tier 3
outputs to be achieved. This mechanical approach from central government does not lend itself to scientific
discovery and reinforces a “tick box mentality” which oVers merely the illusion of progress. Even worse, the
consequences of strictly defining outputs and ensuring that only those attributable to RDA activity are
captured means that the RDAs themselves become the focus rather than the HEIs, businesses and
communities they should be serving.

6. With these assumptions in mind, it is clear that there may well be further questions that the House of
Lords Science and Technology Committee may wish to address which are of a more strategic nature.
However, the responses to the specific questions posed are as follows:

Question a—Howand towhat extent doRDAs develop and exploit Science, Engineering andTechnology (SET)
to stimulate employment, employment opportunities, regeneration, wealth creation and improved skills levels?

7. This is a complex and wide ranging question which many regions and nations around the world are
striving to address eVectively. Also, the supplementary question that has to be posed is “are RDAs in the best
position to develop SET and what then is the nature of the relationship with HEIs?” In the early days of emda,
there was an exemplary consultation process that engaged with a wide range of stakeholders, including HEIs.
This resulted in the first Regional Economic Strategy (RES) that embraced some elements of SET and that
promised an integrated approach to the issues identified in this question.

8. To some extent this RES gathered together the collective SET opportunities. However, the acceleration
of SET exploitation was entirely dependent upon further significant resource allocation. Whilst there have
been some resource allocations, these have been in the region of £100–200k “grants” mainly for capital
investment with a significant match from the University of Nottingham in terms of cash and long term
commitment to sustainability issues. These injections of funding have led to the development of small scale
incubation units (9,000 square feet) to house spinout and start up biotech companies, student enterprise and
a rapid prototyping innovation centre.

9. The earlier statements and evidence in this document referring to the first assumption that RDAs “spend
and mobilise significant sums on science-related matters” indicate that insuYcient resource has been directed
or ear marked for this purpose. This inevitably leaves the RES as high on ideal and ambition but low on
outcomes and impact.

Question b—How do advances in SET and national SET policies and initiatives influence and inform RDAs
strategies?

10. Recent government policies and initiatives have stimulated a rapid expansion of activity within HEIs
that has broadly been described under the heading of “third mission” and that have had a direct impact on
advances in SET. This has included new funding under, for example, University Challenge (UC), Science
Enterprise Challenge (SEC), Higher Education Reach Out to Business and Communities (HEROBAC) and,
more recently, the aggregation of all these funding streams into the Higher Education Innovation Fund
(HEIF). Alongside these initiatives, recent government papers including Investing in Innovation, Enterprise
Britain and the recently published White Paper on HE have begun, in part, the process of setting the policy
framework for the future.

11. In many ways, emda have been supportive across this landscape. For example, under Science
Enterprise Challenge funding, the University of Nottingham developed a unique partnership with emda and
established the Institute for Enterprise and Innovation (UNIEI)—this support was political, strategic and
financial and to this day remains the only example within SEC of this kind of partnership. Alongside these
developments, there has been some work done on developing regional Foresight around key cluster themes
and, more recently, there has been work undertaken on a regional Faraday concept. There are more examples
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across the East Midlands where emda has supported SET initiatives driven by HEIs —and EMUA has been
a useful collaboration between HEIs to articulate the view from HEIs on specific issues.

12. However, the scope and speed of change across institutional and regional/national boundaries, has
meant that the RDAs have appeared to be more reactive than proactive in their strategies and have tended
to get “bogged down” in sub critical issues which have only marginal interest to research led HEIs. This has
often led to frustrations on all sides of the various SET partnerships, caused mainly because of the diVering
missions, understandings, perceptions and expectations of diVerent partners.

Question c—Do RDAs take full advantage of all available local, regional and national SET facilities, expertise
and funds (incl EU funds) in implementing their policies?

13. It all depends on what is meant by “full advantage” and, in some cases, the answer is “yes” but in most
cases, “no”! And HEIs, particularly research led institutions, possess the crucial and often ignored strength
of international networks of scientists, engineers and researchers—this ability to connect globally is not
exploited by RDAs. emda have demonstrated real commitment in establishing various headline projects and
initiatives of regional and national significance but there is a disturbing lack of co-ordination of less
glamorous but equally important initiatives.

14. For example, the establishment of BioCity, through a partnership between Nottingham Trent
University, University of Nottingham and emda, to develop the largest biotechnology facility in Europe is
a shining example of ambition and opportunism. The Midlands Aerospace Alliance, the High Performance
Engineering Motorsports Cluster and the Creative Media Cluster are further examples of where regional
resources are brought together in dynamic and synergistic ways.

15. However, beyond these there is often a strong sense that more could be done if there were a. better
understanding and co-ordination between partners and b. the resource to create incentives and engage the
best scientists, engineers and technologists across the regions. Only recently, have emda part funded an East
Midlands Universities Association (EMUA) led region wide profiling exercise looking at innovation and
research expertise and strengths which may lead to better “joined up thinking and action”.

16. So far as EU funding is concerned, there is limited dialogue in developing strategic approaches to
working collectively to maximise funding opportunities across the region from EU structural or research
funds. The whole area of EU funding continues to be a fiercely competitive and confusing area between the
various providers and with mixed messages from emda, Government OYce East Midlands and Sub-Regional
Strategic Partnerships. Framework six should be a vehicle that RDAs use to enhance and develop the whole
SET agenda. However, to date, there has been a surprising lack of interest from RDAs nationally.

Question d—How do RDAs reach decisions on financial support for SET? How should success be judged?

17. This is not clear and because RDAs are set targets very much in the ERDF style (ie jobs saved/created,
new businesses, numbers of individuals trained etc) there is a communication gulf between the language of
science and the language of economic development. Whilst there is some consultation between various
representative bodies, there is not a clear process of decision making on financial issues, particularly those
that are not high profile or well funded. Often, the decisions that are taken appear to be ad hoc, fragmented
and not linked to any wider SET strategy.

18. Measuring success in a summative way can be expressed through qualitative changes in skill audits,
business birth rates, graduate retention, GDP and position on EU regional performance charts. The two
measures that are more elusive (and often more qualitative) are the ones that identify strategic direction (eg
are we heading in the right direction?) and the ones that quantify formative issues (are we going about the
journey the right way with the right people?). What is needed urgently is rigorous, longitudinal research into
the eYcacy of SET policies and to return on investment—this has to be undertaken by and with the research
community who thoroughly understand the business of SET otherwise it will be discounted.

Question e—What lessons may be learned from RDAs’ approach to SET, and from the longer experience of
Scotland, Wales and N Ireland?

19. Although it is relatively early days for RDAs, there are some useful positive and negative lessons that
have been learnt about how best to approach SET. In the East Midlands, there are several examples of
“successful” SET-related activities in addition to those already cited—they are (more details can be provided
upon request):

— University of Nottingham Institute for Enterprise and Innovation (UNIEI).

— HE Industrial Regional Fellowships—Nottingham, Leicester and Loughborough.

— East Midlands Science Enterprise Network—all HEIs in the East Midlands (EMSEN).

— Lachesis—University Challenge Fund.

— Innovative Cluster Funds I and II.



science and technology committee (sub-committee ii) 337

— MEDICI—trans-regional collaboration with West Midlands.

— International Masterclasses that have been run with emda and RDAs nationally.

20. From these projects what are the key lessons for RDAs? And how can RDAs eVectively support the
critically important area of SET in the future? The following are some conclusions:

— RDAs must employ experienced and quality staV to strategically manage SET. Knowledge and
technology transfer is a “contact sport” and is as much “people based” as “science driven”—the
importance of developing working relationships based upon mutual respect, trust and confidence
is critical in this context.

— RDAs have to understand that often in SET scale and critical mass matters—researchers do not
recognise regional boundaries. For example, biochemists will work with networks in the UK, USA,
Europe, Singapore and Australia—the challenge to RDAs is how to support and not constrain
these eVorts.

— RDAs have to be given the necessary resource to maximise the impact of SET—it may be that this
is best if a government department retained budgetary control eg OYce of Science and
Technology (OST).

— RDAs have to drive the regional innovation strategy with determination as a key platform for
SET—the deliberations around some version of a Regional Science Council are welcomed so long
as it does not substitute for operational resource.

— RDAs have to communicate with the wider scientific community through existing networks
including, for example, AURIL, UNICO, Cambridge-MIT Institute (CMI) and the UK Science
Enterprise Challenge Network—all of whom have many exemplars of “lessons learnt”.

21. Certainly some lessons can be learnt from Scotland, N Ireland and Wales (eg Technology Transfer in
Scotland and Incubation Strategy in N Ireland). In addition we would advocate looking further afield at EU
regions (eg Lyon-Geneva Corridor), USA (eg North Carolina Research Triangle) and the Far East
(eg Singapore Technopreneurship Programmes).

16 February 2003

Memorandum by the University of SheYeld

Q1. How and to what extent do RDAs’ develop and exploit Science, Engineering and Technology (SET) to
stimulate employment, employment opportunities, regeneration, wealth creation and improved skill levels?

Yorkshire Forward is channelling its exploitation of the SET agenda through its Cluster Strategy. From the
Cluster Strategy, a number of initiatives are being implemented, namely Centres for Industrial Collaboration,
Knowledge Rich, The White Rose Computer Grid, the Advanced Manufacturing Park.

In addition Yorkshire Forward encourages employment and retention of graduates in the region by
holding information days in HEIs, eg enterprise days to promote business start-up as a career opportunity
for graduates.

Yorkshire Forward is pro-active in their stimulation activity; they have developed a strong
communication/dissemination channel with the Yorkshire Universities, and have established liaison
networks and regional intelligence networks.

The White Rose Consortium (SheYeld, Leeds and York Universities) work closely with the RDA in terms
of strategic science issues and opportunities.

Q2. How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

This is a question for the RDAs to answer.

Q3. DoRDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

There are undoubtedly some gaps. For example, the focus of the Cluster Strategy might lead to missed
opportunities in areas of SET that fall outside the range of the Cluster Strategy.

However, Yorkshire Forward do work closely with Objective One (South Yorkshire), and the RDA
clusters have a close fit with Objective One priorities.

Q4. How do RDAs reach decisions on financial support for SET? How should successes be judged?

Yorkshire Forward has commissioned a number of Consultants’ reports to facilitate its strategic direction.

Funding decisions for SET are predominately aligned to the Cluster Strategy. Financial support is
normally granted after formal bids have been submitted and assessed. In addition to the alignment to Cluster
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Strategy, Sub-regional and Regional Action Plans are considered when funding decisions are being made.
The financial support decision-making process also takes account of Objective One and local agendas.

Success may be measured on jobs created, an increase in regional GDP and the sustainability of initiatives
sponsored. These economic indicators should be under-pinned by a demonstrable increase in knowledge
transfer from HEIs to business and commerce.

Q5. What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland,
Wales and Northern Ireland?

It is important that the RDAs don’t drive the SET agenda. HEIs should be seen to be setting the SET
agenda, not having to re-align their research strategies to fit the RDAs agenda. The challenge is how to
communicate eVectively from HEIs to RDAs the new scientific discoveries and their potential commercial
exploitation.

March 2003

Memorandum by the Universities UK

Introduction

1. Universities UK, the representative body for the executive heads of UK universities, is pleased to submit
this written evidence to House of Lords Science and Technology Sub-Committee II’s inquiry into “Science
and the Regional Development Agencies”.

2. Universities UK is responding because of higher education’s considerable contribution to regional
economies. In fact, the recent DfES White Paper on the Future of Higher Education acknowledges this and
aims to enhance Regional Development Agencies’ (RDAs) role in the Higher Education Innovation Fund
(HEIF).

Higher Education and the Regions

3. The higher education sector has a long history of involvement and contribution to its regions. The 2001
Higher Education/Business Interaction survey found that 60 per cent of Higher Education Institutions
(HEIs) believe the economic development of their local region to be a high priority within their institutional
mission. DiVerent types of institutions tend to see their contribution to economic development in diVerent
ways. For example, post–1992 universities tend to focus on access to education, the retention of graduates in
the region, meeting regional needs and supporting Small and Medium Enterprises (SMEs). Pre–1992
universities emphasise meeting national skills needs and research collaboration with industry, internationally
and nationally as well as locally.

4. The existence of a university has a major impact on its local and regional economy, and the region’s
social and cultural health. Research commissioned by Universities UK on The impact of higher education
institutions on the UK economy demonstrates that higher education is key to the economic health of the
nation, and has a huge and positive impact on the local, regional and national economies. UK higher
education institutions generated over £34.8 billion of output and over 562,600 full time equivalent jobs
throughout the economy in 1999–2000, through direct and “knock-on” eVects. This is equivalent to 2.7 per
cent of the UK workforce in employment.

5. The economic contribution of higher education does not lie simply in the number of people it employs,
the new knowledge it provides for industry and government, or the income it generates from the enormous
range of activities it oVers. There is also a whole range of contributions around the intellectual development
of students that provide a basis for a civilised society. Higher education produces the skilled graduates who
will lead modernisation, diversification, and technological innovation across the public and private sectors.
Universities UK, the Higher Education Funding Council for England (HEFCE) and the Standing
Conference of Principals (SCOP) produced a series of ten reports about higher education’s regional mission
in England. The reports detailed the wide contribution of higher education to a region’s infrastructure and
quality of life. They also highlighted the scale of higher education’s contributions to regional competitiveness,
lifelong learning, employability, culture and sport, and regeneration. This evidence of increasingly eVective
mechanisms for regeneration activities are just one aspect of universities’ regional input.

6. The English higher education regional associations (HERAs) established in 1998–99 have a vital role
in bringing together HEIs to work with a range of other regional agencies, notably the RDAs. Over the past
three years, the associations have raised the profile of higher education in their regions, and promoted greater
understanding of what higher education can contribute. The important role of universities is often identified
very early, building on well-established partnerships and networks of individuals, university departments and
institutions collectively. The first chief executive of East of England RDA was previously a Vice-Chancellor.
Most RDA boards have at least one Vice-Chancellor member, who is often the chair of the local regional
university association. RDAs have tapped into university expertise in: entrepreneurship training, SME
leadership development, research and intelligence, economic regeneration, environmental sustainability, and
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business support and information. One example of the close HERA/RDA relationship can be found in the
East Midlands, there are university representatives on the following committees of the East: Innovations
Board, Inward Investment Committee, Higher Level Skills Group Labour Market and Skills Forum,
Learning Campaign, Workforce Development, Food Skills.

How and to what extent do RDAs develop and exploit Science, Engineering and Technology (SET) to stimulate
employment, employment opportunities, regeneration, wealth creation and improved skill levels?

7. The extent of an RDAs’ involvement in developing and exploiting SET to stimulate employment,
employment opportunities, regeneration, wealth creation and improved skill levels varies across regions.
RDAs that have explicit science strategic objectives, including regional science councils, play more of a role
than those without. The North East and North West regions of England have both established regional
science councils. Others are at various stages of development. However, it is our understanding that the RDAs
that do not have explicit SET objectives probably engage with SET as it coincides with other RDA objectives.
Universities UK is concerned, however, that there is excessive support of “hard science”, giving insuYcient
recognition to social science and impact on the cultural industries in terms of higher education contribution
to the regional economy.

8. Universities UK wishes to highlight the diVerence between RDAs’ involvement in “exploiting” as
opposed to “developing” SET to stimulate employment, employment opportunities, regeneration, wealth
creation and improved skill levels. It is our understanding that the RDAs’ prime role is in facilitating such
activities but not instigating them. This issue is related to our concern about the recommendation in the recent
DfES White Paper to give RDAs a stronger role in steering HEIF. Universities UK welcomes RDAs’
involvement, but we are concerned about its extent, and the implications of channelling HEFCE funds
through another body.

9. The distinction between developing and exploiting SET echoes the recent White Paper which seems to
look to “research active” universities to develop SET and be active in what HEFCE refers to as “technology
transfer” (by which it seems to mean licensing Intellectual Property (IP), spin-outs and consultancy) whereas
the “non-research active” universities are to undertake “knowledge transfer” (by which it seems to mean CPD
courses and consultancy). This usage of these terms serves no useful purpose that we can see. Most HEIs are
active in all these ways of working with industry—plus lots of others not listed. It makes for an artificial
distinction to try to distinguish between technology transfer and knowledge transfer. What matters is that
industry gets the help it needs from those with the best credentials to provide it. Most businesses want a
joined-up relationship from a partner they can trust to understand their problems and address their needs.
They do not make the distinctions made in the White Paper.

How do advances in SET and national SET policies and initiatives influence and inform RDAs’ strategies?

10. Universities UK understands that the advances in SET and national SET policies and initiatives
influence and inform RDAs of Regional Economic Strategies (RES). As with exploitation of SET in the
region, it depends on the development of explicit SET strategic objectives. We understand that most RDAs
do engage actively with central Government and at least take note of national initiatives and policies in their
actions and to a certain extent their strategies. It would be a cause for concern if RDAs did not interact with
national policies.

11. Universities UK believes that HEIs play a key role in helping RDAs appreciate how many national
economic and regeneration policy initiatives “map” onto universities in the region. Universities UK believes
that this is not something that an RDA can do alone and indeed many HERAs and other higher education
representatives work in partnership to aid their understanding in order to maximise potential. For example,
in the North East, academic staV from the University of Durham play a key role in strategy development for
the RDA. For instance, the Steering Group for the Regional Economic Strategy (RES) contained academics
as members and chair. The university is actively involved in helping to shape and deliver the Agency’s
“Strategy for Success” (see below for details) particularly the Strategy’s Centres of Excellence and Intellectual
Property Commercial Exploitation organisation “NorthSTAR”. The University of Durham’s Vice-
Chancellor is a member of the North East Region Science and Industry Council and a Board member of the
Process Industries Centre of Excellence which draws heavily on Durham University’s excellent Chemistry
Department.

12. This is also illustrated in Yorkshire. The HEIs are recognised as an important economic driver within
the region, and thus as a crucial element within the delivery of the Regional Economic Strategy. Yorkshire
Forward and the HEIs are committed to joint working, and this ensures that representatives from higher
education are involved in the development of new science-base initiatives, from preliminary discussions, to
application processes, through to operation. Yorkshire universities, the White Rose Consortium (the
Universities of Leeds, SheYeld and York) and the HEIs—individually and in partnerships—work closely
with the RDA over a wide range of issues and activities. Several of these are specifically relevant to science-
related matters, for example:

— Centres of Industrial Collaboration.
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— Knowledge RICH.

— Network Brokers.

— Support for European Framework VI Applications.

— The European Spallation Source and neutron factory application.

— The White Rose Computer Grid.

— The Advanced Manufacturing Park in SheYeld.

— The Institute of Pharmaceutical Innovation at Bradford.

— The application to host one of the National Network for Science Learning Centres.

— Support for the RDAs’ priority clusters—Advanced Engineering and Metals, Bioscience,
Chemicals, Digital Industries and Food and Drink (including agriculture).

Do RDAs take full advantage of all available local, regional and national SET facilities, expertise and funds
(including EU funds) in implementing their policies?

13. Universities UK believes that RDAs do not take full advantage of all available local, regional and
national SET facilities, expertise and funds (including EU funds) in implementing their policies. This is for
several reasons, but mainly because they are relatively new organisations. Nevertheless, there are many
examples of engagement across the country. Some do it in a more structured manner than others, actively
drawing on the research expertise of its universities and higher education colleges. Some RDAs have been
more eVective than others by recognising existing facilities and initiatives as funding sources. For example,
using DTI special initiative funds for example University Innovation Centres, Objective two Structural Funds
(ERDF and ESF). In the future, they will be able to access EU research funds through the 6th Research
Framework Programme.

14. Universities UK believes that RDAs could improve their ability to take full advantage of all available
local, regional and national SET facilities, expertise and funds (including EU funds) in implementing their
policies. They could do this, as mentioned at point 11, by taking advantage of their local higher education
expertise in understanding the implications of certain initiatives and in developing and responding to research
and skills needs. For example, we understand that the Engineering and Physical Sciences Research Council
introduced a scheme to make CASE-type PhD studentships available to RDAs to allocate within their region,
and not many regions took this up.

How do RDAs reach decisions on financial support for SET? How should success be judged?

15. Universities UK does not have the information to comment on how RDAs currently reach decisions
on financial support for SET. However one HEI has commented that they found the mechanisms for
allocation of funds were generally too slow and bureaucratic, and that timescale/deadlines are often too short
for eVective development and operation of innovation activities which usually need longer timescales and
lead-in times to produce outputs.

16. Universities UK believes that as the RDA is primarily driven by economic policy and regeneration,
economic impact performance indicators should be used. Success is best judged on performance and
outcomes but it is vital to bear in mind that when dealing with SET the desired outcomes are likely to be a
long way “downstream”. Short term “quick fixes” are not the order of the day and it will probably take many
years of sustained investment and the courage to stick with ambitious policies (subject to appropriate
monitoring and evaluation) before success is delivered. Benchmarks that assess projects for funding based on
high numbers of low-value outputs (jobs created etc) will not create eVective SET development as HEI/SET
projects usually involve lower numbers of higher value outputs (over longer time-scales).

What lessons may be learned from RDAs’ approach to SET, and from the longer experience of Scotland, Wales
and Northern Ireland?

17. Universities UK believes that the RDAs’ approach to SET still requires time to mature. Many have
not yet done enough in this area to enable a useful evaluation of the impact of their interventions.

18. The Scottish Research Information System (SRIS) exists as a central point for businesses to find out
about Scottish HEI’s research expertise and opportunities. SRIS is now entering a new phase of development
under new contractors LSC Group, whose products and services are focused on delivering integrated
solutions to both Government and industry. The higher education sector in Scotland is looking forward to
dialogue with the new contractors to review feedback from the business sector’s experience of using SRIS in
order to inform the future development of the site.

19. Scottish Enterprise’s Proof of Concept Fund is unique to Scotland in the way that it fuses science and
the creative industries and economic development. Initially conceived as a three-year, £11 million fund, Proof
of Concept has now grown to £33 million over six years, due to the scheme’s success and demand for the Fund.
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Since its inception the Fund has created over 200 jobs and has spun-out six companies with a further spin-
out in negotiation. The Fund is currently undergoing an interim review, the results of which are due to be
published in April 2003.

February 2003

Memorandum by the Welsh Development Agency (WDA)

1. Background—(General) about the WDA

1.1 The Welsh Development Agency (WDA) was established in 1976, and works for the people of Wales
by stimulating more competitive businesses in vibrant communities. We do this by helping businesses grow
and become more competitive. The WDA works with communities across Wales in their regeneration, and
helps create opportunities for people in these communities to enter the jobs market and to earn more.

1.2 The framework for the WDA’s activities is set in the Welsh Assembly Government’s National
Economic Development Strategy, “A Winning Wales”. This document sets challenging targets for the growth
and spread of Gross Domestic Product (GDP) over the next generation. The strategy identifies a number of
areas vital to the achievement of greater future prosperity for Wales. Most areas have action plans, such as
the Innovation Action Plan, which compliments the Entrepreneurship Action Plan and Broadband Telecom
Utilisation, amongst others.

1.3 The Agency’s direction is overseen by a private sector led Board, which meets formally with the
Minister of Economic Development at least twice a year to discuss its Annual Remit Letter and performance
against targets, which are also considered by the Economic Development Committee of the National
Assembly for Wales. Since devolution, a close working relationship has been established at Ministerial and
OYcial level between the WDA and the Assembly. The WDA has been fully involved in policy making,
drawing on its experience and close contacts with the business community and education sector.

1.4 The challenges for Wales in an increasingly competitive and global economy are to improve
productivity by moving people and businesses up the “value chain”, and to increase participation by bringing
more people, especially the economically inactive, into the labour market. These are tasks which call for real
working partnership for the WDA with other public bodies and the private and voluntary sectors, with each
recognising their respective strengths and the outcomes to be achieved. This move to a more “Knowledge
Based Economy” is the mantra of regional development agencies, not just in the rest of the UK and Western
Europe, but across the world. In Wales we see the human dimension ie the networks and short lines of decision
making and responsiveness, particularly with the Welsh Assembly Government, a diVerentiating factor.

1.5 Along with other regional development agencies the WDA is pursuing a sector/cluster strategy which
is regarded as essential in our increasingly sophisticated market, both here and overseas. We are continuously
striving to refine the Welsh “oVer” which provides a bespoke proposition to companies looking to expand or
locate in Wales. Such propositions bring together traditional regional development agency support, with links
to R&D and skills in the Universities, business led networks, supply chains etc.

1.6 Innovation and technology are at the heart of the strategies of the Welsh Assembly Government and
WDA for the future transformation of the economy of Wales. However, there is a realisation that strategies
must be translated into actions which are co-ordinated and respond to the current and future needs of our
customers, the people and businesses of Wales, such that we make a tangible diVerence. This diVerence not
only means increased prosperity, more businesses and better jobs, but also calls for other performance
measures to monitor progress and longer term impacts, which the WDA is currently investigating.

2. Background to WDA Support for Science, Engineering, Technology and Innovation

Although the WDA has played a role in supporting science, technology and innovation since the early 90’s,
this activity increased considerably following the development of the Wales Regional Technology Plan (RTP)
in 1996.

Wales was one of the first four regions of Europe to be awarded EC funding to develop a Regional
Technology Plan (now Regional Innovation Strategy). This involved a consensus building exercise with input
from over 1,000 organisations and resulted in the identification of the key innovation priorities for Wales
together with an action plan. These priorities subsequently informed allocation of European Structural
Funds for Innovation and R&D and the mainstreaming of innovation into the strategies and support
programmes of the WDA and other public sector organisations in Wales.

More recently the Welsh Assembly Government has mainstreamed innovation into its policies. Following
a three month consultation period the Welsh Assembly Government launched Wales for Innovation—a £260
million Innovation Action Plan for Wales on 4 March 2003. The Welsh Development Agency is pleased to
be tasked with the implementation and delivery of a major part of this ambitious Innovation Action Plan.
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3. WDA Support for Science, Engineering and Technology—Staff, Budget and Partnerships

3.1 Dedicated Technology and Innovation Team

The WDAs support for Science, Engineering and Technology is provided primarily through the
Technology and Innovation team which is a core part of our Business Support Division.

The Technology and Innovation team comprises of some 65 staV, who are based at our central
headquarters in CardiV and in our Regional oYces in Treforest, Swansea, Aberystwyth, Newtown and St
Asaph. The team includes a number of technology specialists and 16 locally based Innovation and
Technology Counsellors.

In addition, there is a dedicated member of staV in each of the Regional teams who works at the interface
between business and the academic institutions.

3.2 Partnerships

The WDA adopts a “Team Wales” approach to supporting technology, science and R&D companies in
Wales and potential new inward investors. Partners in “Team Wales” include academic institutions, ELWa
(Education and Learning Wales), HEFCW, local authorities, private sector providers as well as the Welsh
Assembly Government.

The WDA does not have an oYcial remit for education but supports projects led by third party
organisations in order to encourage young people to be enthused and consider careers in science, engineering
and technology. This includes Techniquest, WJEC, Engineering Education Scheme etc.

3.3 Budget for Technology and Innovation Activities

Budget

The proposed revenue budget for 2003–04 is approximately £25 million to cover support for centrally and
locally run programmes. This budget does not cover capital costs for roll out of Technium projects or other
specialist infrastructure provision.

3.3.1 Use of EU and other external funds

Wherever possible the WDA maximises the use of EU and other (eg DTI funds) to support the delivery of
its Technology and Innovation programmes. In particular it has secured funding from European Structural
Funds, both Objective 1 and Objective 2 and during 2002 was successful in bidding for DTI funding to
support the Regional Centre for Manufacturing Excellence and Manufacturing Advisory Service.

3.4 Monitoring and outputs

Programmes are delivered against a detailed business plan, targets agreed with the Welsh Assembly
Government and monitored on a monthly basis. During 2003—04 it is anticipated that some 6,000 businesses
will benefit from Innovation, Technology and R&D support from the WDA. Other indicators monitored on
a regular basis are new products/processes under development, private sector investment in technology, R&D
and innovation and patents filed.

4. Clients

Our client range includes:

— Individuals.

— Businesses in Wales (majority are SMEs).

— Inward Investment Companies.

— Universities and Colleges.

— Communities.

— Academic Institutions.

5. Range of WDA Support

Specialist support for Science, Technology, Innovation and Engineering to these clients includes:

— Grants and Access to Funding.

— Collaborations with Universities and Colleges.

— Technology Transfer, IPR and Commercialisation.
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— Provision of Specialist Infrastructure including, Facilities, ICT/Broadband.

— Sectoral Support and Networking.

— Awareness and Promotion of SET and Innovation.

— Futures and Foresight Programmes.

5.1 Grants and access to funding

5.1.1 Grant Schemes

During 2003 the WDA took over responsibility for SMART Wales programme of grant support from the
Welsh Assembly Government. We are in the process of merging this with existing grants to develop a single
innovation and R&D grant support scheme providing between £1.5k and £350k for projects from concept to
collaborative research. Total grant budget for 2003–04 is approximately £8.5 million with some of this
support coming from EU Structural Funds.

5.1.2 Access to EU Framework and other external funding

The WDA hosts the Wales Innovation Relay Centre (WIRC). Its specialist Case OYcers help companies
and academic institutions to access R&TD funding from the EU Framework programmes and also from DTI
(eg LINK) schemes. Over the last three years the WIRC has handled 2,588 technical enquiries and has assisted
in the preparation of 33 proposals (predominately from small companies) to the European Commissions
R&D Framework programme. Twenty-three have been successful and have brought in £6.73 million in
funding. There have also been 6 projects funded by the UK and Regional Programmes for a total of £23
million.

WIRC eVorts to promote the commercialisation of intellectual property and technology transfer have
produced 12 signed commercials agreements.

WIRC assists in the preparation of bids and the identification of transnational partners and also introduces
new technology transfer opportunities to Welsh businesses.

5.1.3 Use of EU structural funds

The Technology and Innovation team provides the secretariat support to the Objective 1 Innovation and
R&D Partnership. £71.5 million Objective 1 ERDF funding has been allocated for Innovation and R&D
projects. The secretariat assists external partners with the development of bids and to date some 33 projects
have been supported. See Appendix 1 for details [not printed].

5.1.4 Finance Wales

Finance Wales plc, a wholly owned subsidiary of the WDA was established in 2001 by the WDA and Welsh
Assembly Government to provide commercials funding to the SMEs. Finance Wales oVers equity, mezzanine
and loan funding as well as support for academic spin out companies and also provides monitoring,
commercial and management skills.

The goal is to invest £100 million by 2008 which includes £45 million Objective 1 funds (£20 million equity,
£10 million mezzanine and £15 million loans) to assist 4,000 businesses and create or safeguard 10,000 jobs.

5.2 Collaboration with Universities and Colleges

The WDA works closely with the academic institutions in Wales to encourage collaborative R&D, product
development and technical problem solving for businesses in Wales and also in support of new inward
investment projects.

Particular activities include:

— Centres of Excellence Programme.

— Provision of Specialist Facilities.

— Involvement of Academic Experts in Overseas Missions.

— Partnerships to roll out Technium (see Appendix 2).

— Grants for SMEs to Access Academic Expertise.

— Research Wales Directory of Expertise.

— Support for International Conferences.

— (eg ISAC—International Society for Analytical Cytometry—in May 2003).
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— Support for Professorships to Support Key Sectors eg Power Electronics at Swansea and Optronics
in North Wales.

5.2.1 Centres of Excellence

The Centres of Excellence for Technology and Industrial Collaboration are specialist groups within higher
education and are recognised both for the excellence of their research and their proven track record of
working with industry. The 20 Centres of Excellence cover a wide range of technology areas (Appendix 3).
This is a £4.2 million project over three years supported by Objective 1 funding, the Welsh Assembly
Government, WDA and the Knowledge Exploitation Fund and provides support for a commercial manager
at each Centre. The Commercial Manager acts as the interface with business.

The Centres play a key role in our eVorts to attract new knowledge based inward investment to Wales.

5.2.2 Provision of specialist facilities and infrastructure

A key part of our strategy is to provide specialist facilities and infrastructure to support science, technology
and knowledge based businesses.

5.2.3 Technium

Following the success of the first Technium project in Swansea the WDA is involved in a £150 million
project to roll out the concept and provide a network of business support led Innovation centres closely linked
with academia across Wales. Many of the Technium projects are sector specific.

Each Technium is developed in partnership and can provide specialist advice eg IPR, access to academic
expertise, legal etc to its tenants. Tenants are strictly vetted and are expected to move onto the next stage of
their development within two years.

5.2.4 Sector specific facilities

A number of Specialist facilities which include state of the art equipment and laboratories are under
development.

These include Objective 1 supported OPTIC (optoelectronics) and CAST (Centre for Advanced Software
Technologies) in North Wales.

In order to regenerate our more traditional industries the WDA has recently purchased the Corus
Technology Centre in Port Talbot. This facility is fitted out with industrial scale facilities which are available
for companies and researchers to use. Building on materials expertise in the universities, the centre is being
developed into an Engineering Centre for Manufacturing and Materials.

5.2.5 ICT and broadband

Provision of state of the art ICT infrastructure is vitally important and the WDAs Wales Information
Society team is working closely with the Welsh Assembly Government to assure that appropriate and
aVordable broadband infrastructure is in place and that people and communities are equipped to maximise
the benefits. Businesses in these parts of Wales that are not currently served by broadband landlines are able
to apply for a satellite subsidy scheme.

5.2.6 Culture and awareness

A lot of eVort is being put into developing a more innovative culture and raising awareness and changing
the international perception of Wales.

We do this through a range of science, technology and innovation awards (for example, for undergraduate
students), conferences, exhibitions, overseas missions and a range of publications including specialist
directories and Advances, a magazine promoting science, engineering and technology from Wales.

5.2.7 Futures

The WDA is managing a Future Technologies project as part of an EC funded Wales wide Innovation
Actions Programme. The findings of this project will influence investment in future technologies, skills ad
facilities which will have an impact on both traditional and merging industries. The WDA also employs a
Foresight Coordinator to ensure that Wales fully benefits from the wider UK programme.
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5.3 Technology tRansfer, IPR and commercialisation

There are few major companies carrying out R&D in Wales so technology transfer, protection and
commercialisation of IPR are important especially to SMEs.

The WDA supports lone innovators who need advice on all aspects of new product/process development
and IPR protection through the Wales Innovators Network which runs local meetings involving professional
experts and has over 500 members. The WDA also supports the IP Wales project led for SMEs by Swansea
University.

Support for business is tailor made to meet individual needs either through technology review, search or
identification and introduction of new technology.

Wherever practical the WDA also supports the commercialisation of research from academic institutions
though more recently this third mission activity has been supported through ELWa via the Knowledge
Exploitation Fund.

The WDA is in the process of establishing a Technology Commercialisation Centre which will identify and
support new leading edge or platform technologies which can form the basis of new fast growth technology
based businesses in Wales.

5.4 Sectoral and networking activities

The WDA has helped to establish and support a number of industry and technology fora bringing together
businesses academia and support organisations. These fora have industrial led Steering Groups and cover the
materials, electronics, medical, automotive, aerospace, printing and coating and mechatronics sectors.

Specific programmes are in place to support the growth of sectors of strategic importance to Wales. For
example, this includes support for the Optoelectronics sector in North East Wales.

Following a major review the WDA is seeking to strengthen the Bioscience sector and to build on the
existing Wales Gene Park project and Bioscience expertise in our universities. This will include an exciting
new development in CardiV Bay.

APPENDIX 2

TECHNIUM

Vision

The vision behind the creation of Technium was to establish an infrastructure to help create and retain high
value jobs for the region.

Knowledge Based Business

Technium focuses specifically on developing high growth knowledge based businesses as the means of job
creation. These businesses can be a mix of new start ups, existing businesses moving to their next stage of
development or knowledge based businesses from outside of Wales.

Partnership Approach

It is recognised that a partnership approach has to be employed to achieve the vision. Knowledge based
business requirements need to be understood and catered for in the Technium environment if the companies
are to develop. Typically there will be reliance on academic support eg specialist academic expertise,
availability of relevant graduates, specialist training requirements etc, public sector support eg finance,
accessing markets or private sector help eg IPR advice, accountancy, legal advice etc. The Technium
environment brings together these elements in order to maximise support to these high growth businesses.

Tenant Selection

In order to maintain the concept of Technium, tenants are vetted before being given space in Technium.
They are vetted both financially and in terms of their growth targets for the future. Tenants need to
demonstrate a will to create high value jobs in their business plan. Tenants enter into Technium on the
understanding they are looking to grow their business and are prepared to move on to the next phase of their
development in approximately two years.
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Long Term Strategy

The long term strategy is to create a movement or flow of knowledge based businesses in the region. The
concept of moving the companies on after two years allows new companies to enter into the Technium
environment, while the more established companies move into larger phase two space in the immediate area
of the region. This movement should ensure there is a steady increase in the number of knowledge based
businesses in the region.

TECHNIUM

Current

Technium 1 Information Technology Swansea
Under Construction

Media Technium Media Carmarthenshire
Bio Technium Biosciences Carmarthenshire
Aber Technium General/Information Aberystwyth
Optic Technium Optoelectronics St Asaph
Digital Technium Digital Swansea University
Technium 2 Information Technology Swansea
Planned

Sony Technium Digital Bridgend
Auto Technium Automotive Carmarthenshire
Sustainable Technology Sustainable Technologies Port Talbot
Technium General Nantgarw
CAST Software Bangor

APPENDIX 3

CENTRES OF EXCELLENCE

Centre Name Partner Institution(s)

Centre for Advanced A joint venture between University of Wales University of Wales
Software and Intelligent Aberystwyth and CardiV University. OVers a Aberystwyth, CardiV
Systems unique focus on software innovation and University

development including training and support
packages

Aberystwyth BioCentre Brings together three leading institutes in IGER, University of
biological and agricultural sciences. OVering Wales Aberystwyth
widespread applications in pharmaceuticals,
diagnostics, plant breeding, animal nutrition,
environmental technologies, bio processing and
instrumentation

Centre for Complex Focusing on the underlying diverse origin and University of Wales
Fluids Processing composition of complex fluids ranging from Swansea

biotechnological materials and food products to
mineral slurries and polymer melts

Centre for Core services include contract research, University of Wales
Communications and consultancy, basic and advanced training and Swansea
Software Engineering specialist workshops to raise awareness of

emerging technologies
Centre for Computation Development of computational techniques for the University of Wales
and Simulation simulation of engineering problems including Swansea

structural analysis, thermal analysis and
aerodynamics

Materials Covers high performance materials, polymers and University of Wales
composites, steel technology and process Swansea
modelling

Power Electronics Design OVers industry access to state of the art University of Wales
Centre equipment and expertise in the field of power Swansea

semiconductor device design and application
Centre for Electronic Provides support to industry in the fields of University of
Product Engineering microelectronics, electronic product engineering, Glamorgan

information technology and related fields. Service
includes expert advice, feasibility studies, tech
transfer, design reviews, product and process
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Centre Name Partner Institution(s)

development, training and contract research
National Centre for Focuses on activities that reflect the strategic University of Wales
Product Design & importance of design and design process in the Institute, CardiV
Development Research development of new products and improved
(PDR) processes
Manufacturing Carries out basic and strategic research and tech CardiV University
Engineering Centre transfer in virtually all the major areas of

advanced manufacturing technology
Centre for Sustainable The inter-disciplinary expertise and experience is CardiV University
Energy and Process applied in a wide variety of interactive projects
Management including large industrially based projects on

waste management and projects with small
companies in the field of environmental and
energy development

Wolfson Centre for Provides unique research and development, CardiV University
Magnetics Technology information services, education and training

related to production, evaluation and application
of magnetic materials of commercial importance

Pest Management and Incorporates environmental toxicology CardiV University
Ecotoxicology monitoring and advisory service which provides

services for industry to identify and quantify
natural and synthetic compounds

CardiV Centre for World Class expertise in the areas of CardiV University
Multidisciplinary Micro- optoelectronics, high frequency electronics, micro
technology mechanical systems and bio photonics. All

activities utilise the device processing facilities
which are unique to the University

Centre for Research in the Brings together uniquely holistic interdisciplinary CardiV University
Built Environment approach to the eVective and sustainable design,

construction and operation of the built
environment

Centre for Advanced and Combines four internationally renowned research University of Wales,
Renewable Materials centres and oVers a wealth of expertise in the Bangor, NEWI
(CARM) fields of materials and materials chemistry and is

equipped to evaluate technologies at bench and
pilot scale levels

Institute of Bioelectronic Specialises in the application of electrokenetic University of Wales
and Molecular phenomena to chemical and biochemical Bangor
Microsystems (IBMM) diagnostics and therapeutics, the development of

application specific molecular and biomolecular
sensors and new technologies for polymer based
electronic systems (nanotechnology)

Industrial and Dedicated to the creative use of optoelectronics University of Wales
Commercial technology and is the vehicle through which the Bangor
Optoelectronics university engages in national and international

collaboration and tech transfer in this area
Institute of Medical Provides a resource for all aspects of human University of Wales
Genetics genetics and benefits from the very close College of Medicine

relationship between the University College of
Medicine

Wound Healing Research Investigating the treatment options for chronic, University of Wales
Unit non healing or diYcult wounds College of Medicine

Memorandum by the West Midlands Higher Education Association

I am writing on behalf of the West Midlands Higher Education Association. This is the formal association
which draws into membership the universities, university and higher education colleges and the Open
University in the West Midlands. While each of the individual institutions has its own relationship with the
RDA, the Association acts as the co-ordinating interface for the sector. Its relationships are largely
constructive and close. The RDA (Advantage West Midlands) contributes towards the funding of the
WMHEA Secretariat (to assist it to contribute to the development and delivery of the Regional Economic
Strategy) and supports a range of SET projects both collaborative and single-institutional.
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Like all RDAs, Advantage West Midlands is still in its early stages. Having started with an apparently
uncertain view of the contribution of Science, Engineering and Technology’s research and teaching
contribution to the region’s economy, it now firmly espouses the link. This is particularly clear in relation to
two key areas of policy central to the Regional Economic Strategy: the development of clusters and the
promotion of high-technology corridors.

It is probably fair to say that patterns of decision-making and action are still evolving; they are doing so
in close collaboration with the HE sector. As part of this emergent pattern, the WMHEA has discussed with
the RDA (and, indeed, with the Government OYce) the question of the establishment of a Science (or
equivalent) Council. We assume that such initiatives are close to your Committee’s interest.

Our view is that, notwithstanding developments in the North East and North West, it would be
inappropriate for Government to develop a “one-size-fits-all” approach. We are not yet persuaded that the
establishment of a Science Council to preside over the support for SET is the right mechanism. We have
agreed that while support for SET is crucial, its means must be “fit for purpose”—and that means taking
account of the context and needs of the West Midlands. This will demand collaboration between the HE
sector, the business sector and Advantage West Midlands—but not necessarily all encapsulated within a
single body, which we believe could rapidly become a bureaucratic impediment rather than a help.

We are currently developing between the WMHEA and the Government OYce a set of Task Groups
around key policy themes. These will embrace both the RDA and the private sector and will be designed to
produce policy advice and guidance in their respective areas. We believe that this task-focussed (and probably
time-limited) approach may yield more eVective outcomes than could be achieved by a single Council. We
want, in short, to experiment and test the right approach for this region.

We welcome your Committee’s interest in SET issues and RDA strategies. We enjoyed meeting with your
Committee’s representatives on their recent visit to the West Midlands and would be pleased to discuss further
the issues on your agenda.

21 February 2003

Memorandum by Yorkshire Universities

1. Yorkshire Universities

1.1 Yorkshire Universities is the regional association for the higher education institutions (HEIs) in the
Yorkshire and the Humber region. It provides a forum for the 10 universities and three higher education
colleges in the region to work together. It produces a collective policy view from the higher education
institutions on a range of issues, and is a focal point for contacts between the HEIs and regional and other
bodies. It administers projects on behalf of its members, and provides opportunities for its members to discuss
issues of mutual concern in a number of specialist forums.

1.2 This is a collective response submitted on behalf of all of the members institutions of Yorkshire
Universities.

2. Yorkshire Universities and the RDA for Yorkshire and the Humber (Yorkshire Forward)

2.1 The relationship between Yorkshire Universities (and the constituent institutions) and Yorkshire
Forward is progressively deepening. The HEIs are recognised as an important economic driver within the
region, and thus as a crucial element within the delivery of the Regional Economic Strategy. Yorkshire
Forward and the HEIs are committed to joint working, and this ensures that representatives from Higher
Education (HE) are involved in the development of new science-base initiatives, from preliminary
discussions, to application processes, through to operation. Yorkshire Universities, the White Rose
Consortium (the Universities of Leeds, SheYeld and York) and the HEIs—individually and in partnerships—
work closely with the RDA over a wide range of issues and activities. Several of these are specifically relevant
to science-related matters, for example:

— Centres of Industrial Collaboration.

— Knowledge RICH.

— Network Brokers.

— Support for European Framework VI Applications.

— The European Spallation Source and neutron factory application.

— The White Rose Computer Grid.

— The Advanced Manufacturing Park in SheYeld.

— The Institute of Pharmaceutical Innovation at Bradford.

— The application to host one of the National Network for Science Learning Centres.

— Support for the RDA’s priority clusters—Advanced Engineering and Metals, Bioscience,
Chemicals, Digital Industries and Food and Drink (including agriculture).
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2.2 Yorkshire Forward and HE within this region are thus well placed to take advantage, co-operatively,
of the developments outlined in the recent White Paper “The Future of Higher Education”. Indeed, progress
has already been made in several areas covered by the White Paper.

3. The Regional Science Base

3.1 Yorkshire and the Humber has an extremely strong science base with the region’s HEIs investing in
excess of £270 million each year in R&D (data from 1999). Research is conducted to standards of
international excellence corresponding to Research Assessment Exercise ratings of 5 and 5* in all major
disciplines and notably in some disciplines that are not well represented elsewhere in the UK (eg Food Science
at Leeds and Interdisciplinary Informatics at SheYeld). The combined research expenditure by the White
Rose Consortium is greater than that of either Oxford or Cambridge.

3.2 The HE sector plays an unusually large part in the region’s science base. In no other UK region outside
London does such a high proportion of R&D expenditure (approx. 44 per cent) take place in the HEIs and
in no other region outside London and Scotland is such a small proportion accounted for by industry (approx
47 per cent). To set that figure in context it is 60 per cent less than the UK average, which in itself is low in
comparison with our global competitors at 1.24 per cent. In Yorkshire and the Humber this places a premium
on both the quality of HE research and on the eVectiveness of its links to industry.

3.3 The Regional Economic Strategy places an emphasis on linkages between the private and public sector
and places the region’s HEIs at the heart of economic development. It aims to maximise the exploitation of
the region’s science base by providing better access to the expertise, resources and facilities available within
the HEIs to encourage innovation and foster better links between higher education and business. The HEIs
are working with Yorkshire Forward to ensure that this comes about.

4. North South Investment Disparity

4.1 There is considerable disparity in the allocation of both public sector and private sector funds for R&D
across the nine English regions and in Scotland and Wales. The northern regions lag behind the southern
regions in terms of investment in science infrastructure. Yorkshire Universities therefore supports Yorkshire
Forward in making clear the problems that this North South investment gap causes for our region.
Government and other funding bodies need to make strategic investments in the Northern regions (including
through the RDAs) to enable the implementation of large scale projects. Increased flexibility in the allocation
of those funds would also be helpful in order to meet regionally-determined priorities. The current North-
South investment gap means that the northern regions lose out in terms of both hard investment factors,
including loss of potential additional inward investment, and the softer benefits (such as raising the profile
of the region, engendering interest and enthusiasm for science and technology). Targeted investment is
needed, to build capacity within this and the other Northern regions.
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