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Paper 23/06/05 – ITEM 15


SOUTH EAST ENGLAND DEVELOPMENT AGENCY

BOARD MEETING ON 23/07/05

ITEM 15
MAXIMISING THE ECONOMIC BENEFITS OF A WORLD CLASS REGIONAL KNOWLEDGE BASE

Recommendation

· The Board is invited to AGREE the approach set out in paragraph 7 to drive up business innovation and productivity through better use of the skills and capabilities within the publicly funded regional science, engineering and technology (SET) base.

Background

1. 
UK Government’s 10-year Framework for Investment in Science and Innovation, published in 2004, sets out how government will invest in Britain’s greatest asset – world class scientists engineers and technologists - and turn innovation into commercial opportunity and socio-economic benefit for all. 

2. 
Government has identified six ambitions for science and innovation:

i. World-class research in the strongest UK centres of excellence.

ii. Greater responsiveness of the publicly funded research base to the needs of the economy and public services.

iii. Increased business investment in R&D, and increased business engagement in drawing on the UK science base for ideas and talent.

iv. A strong supply of scientists, engineers and technologists.
v. Sustainable and financially robust universities and public laboratories across the UK.

vi. Confidence and increased awareness across UK society in scientific research and its innovative applications.

3.
To succeed more must be invested in the knowledge base and more of knowledge translated into new products and services through improving business access to the skills and capabilities within the SET base. Government has set a challenging long-term objective to increase the level of R&D investment from 1.9% of GDP to 2.5% in 2014 to secure a leading place with other European countries, and closing the gap with the USA.  Significantly industry is targeted to increase R&D investment from 1.25% of GDP to 1.7% over the 10-year period.  R&D investment in the South East will need to double from current levels to more than £6 billion pa if the region is to retain its percentage share of UK investment. In round terms, this means we need an increase in the regional SET workforce of 10,000 by 2014. 

4.
RDAs and the Devolved Administrations are expected, as explicitly mentioned in the 2004 Spending Review, to play key roles in delivering these governments ambitions particularly with respect to increasing knowledge transfer between business and the SET base. 

SEEDA’s Strategic Response to the 10-year Framework for Investment in Science and Innovation
5.
The 2005-2008 Corporate Plan recognises the fundamental importance of the knowledge base to a strong regional economy. An additional £20m is allocated for new science and innovation related activities over the next three years.
6.
The RDAs, with SEEDA taking the lead role, have worked with HMT and DTI to agree a new mandatory output for business-knowledge base collaborations to stimulate and measure the RDAs response to the Lambert Report’s recommendations that RDAs play a greater role in promoting knowledge transfer between business and the SET base. SEEDA aims to stimulate over 300 new interactions pa between the SET base and industry in the enhanced science and innovation programme, some of which will involve substantial collaborative R&D programmes leading to economic benefits for the region.

7.
SEEDA’s Science and Industry Advisory Council, SESETAC, has discussed and advised on the regional response to government’s 10-year Framework for Investment in Science and Innovation. To meet the national and regional challenges SESETAC advised that SEEDA should focus resources on three key themes:

i.
Ensuring the capture and use of emerging technologies based on advances in science and engineering with a focus on leading edge high technology developments with commercial potential.

ii.
Providing business demand led Innovation Advice and Support to SMEs to facilitate their access to the skills and capabilities in the SET base.

iii.
Working with partners to increase the supply of SET skilled researchers, advanced technicians, entrepreneurs and effective SET teachers.

8. A three-year programme to deliver these themes is being developed with a ramped expenditure of £4m pa, £7m pa and £9m pa over the next three years. Pilot exercises are already underway to improve robustness. New knowledge transfer networks and a brokering service to facilitate SME access to the SET base will be established along with new SET skills initiatives. Support will be give to collaborative R&D programmes likely to lead to the development of new processes, products and services of economic benefit to the region. The planned activities and indicative funding commitments are described in annex 1.  The Board is asked to agree the overall approach. The precise allocation will be subject to further advice from SESETAC. Advice so far is to focus on a small number of large projects. Accordingly several significant projects will come back to Major Projects Committee for approval.
E Metcalfe, Head of Science, Technology, Entrepreneurship and Management.  
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Annex 1

Strategic Themes Implementation 
Emerging Technologies

9.
The retention, attraction and creation of high-tech business in the region by capitalising on the strengths of the SET base and successfully turning new knowledge into profitable business is a recognised as priority in the Regional Economic Strategy.  As a partner in the delivery of the DTI Technology Strategy Programme, SEEDA will actively promote greater business-knowledge base collaborations through understanding and bringing together regional business and knowledge base strengths. To achieve this SEEDA will fund and facilitate the formation of Knowledge Transfer Networks. An early focus will be to bring together businesses and researchers in areas aligned with current DTI Technology Strategy Programme themes, where the region has SET strengths and business capability, with the aim of stimulating new and collaborative R&D programmes centred around emerging technologies likely to lead to new products and services. SEEDA will provide some funding for some research programmes in priority areas but the bulk of the funding will come from the DTI and Research Councils.

SEEDA is currently seeking SESETAC’s advice on the following priority sub-themes:

i.
Technologies for the healthcare and bio-industries: builds on outstanding regional business and SET base strengths.

ii. Technologies for complex and extreme environments: a pervasive theme with many regional strengths and potential to impact on many sectors

iii. Technologies for sustainable development: supports the regional energy/environmental business and the drive to reduce waste and emissions and address the challenges of global warming

iv. Nanotechnology: disruptive technology likely to impact on a wide range of sectors. Builds on established regional strengths and national activity, in which SEEDA plays a leading role.

10.
These themes play to regional strengths and closely relate to the national DTI Technology Programme themes. All are enabling technologies, with high potential for research advances likely to impact on a wide range of business sectors where the region has high levels of business activity and SET strengths. For example the region has more nanotechnology companies than any other region and its universities receive 30% of Research Council nanotechnology funds. There are significant opportunities to build on existing strengths by extending existing business sector consortia networks to include SET base researchers.

Establishment of an Innovation Advisory Service

11.
The Innovation Advisory Service is intended to drive up innovation performance and productivity, particularly in SMEs, through increased use of current capabilities in the knowledge base and by the adoption of new technologies, leading to improved and new processes, products and services.  In this context it is relevant to note that 47% of manufacturing sector regional GVA comes from firms with 50 to 500 employees. National and regional surveys show that such firms often have difficulty in accessing the SET base.

12.
The Innovation Advisory Service will be established in two stages.  

Stage 1: The first stage will deliver a business demand and problem led brokering service, at a sub-regional level built on principles of best international knowledge transfer practice and on the experience of previous successes (e.g. Manufacturing Advisory Service (MAS), Enterprise Hubs).  Operationally this service will be achieved by up to seven brokers. These brokers will offer the ‘Innovation Advisory Service’, which will include a supporting toolkit with the flexibility to tailor the product to individual business needs The brokers will be experts with industrial experience at a senior level, each with different sector experience.  Working as a team, they will ensure the brokerage service is offered to businesses across the region. The brokers will work with businesses to articulate their problems in the language of the SET base and work to identify individuals and research teams within the SET base able to address and solve business problems.  To maximise impact they will work closely with each other and the established regional MAS consultants, Enterprise Hubs, and Sector Consortia.  

The new business facing brokers will be complemented by SEEDA funded university based Business Fellows scheme modelled on the successful London Technology Network which now generates some 300 new business SET base interactions per annum. Building on the current regional pilot scheme each regional university will select Business Fellows from relevant areas across the university to enhance existing university knowledge transfer capabilities. Business Fellows will develop a deep understanding of the skills and capabilities within their particular area and assist the business facing brokers to identify individuals and research groups able to address particular business problems. (In the last 6-month period LTN business fellows generated £7m of collaborative research).

The business facing brokers and Business Fellows will form the core of a Regional Innovation Advisory Service. Together they will stimulate business demand for new knowledge, increase university awareness of business problems and match business problems to SET base solutions.

Stage 2: Apart from an expansion of the number of brokers an important aspiration for stage 2 is the development of a network of specialist Knowledge Centres.  These Centres would be staffed and equipped for R&D in technology areas of regional priority.  The Centres will be able to provide specialist advice, project management skills, and applied research either in-house or through partnership working.  Centres will be demand led, business credible and managed by staff with business experience. Ideally the Centres will be located adjacent to relevant industries and HE campus for linkage to academic and business research groups.  An aim is for the Centres to be jointly staffed by academic and business researchers. This approach is based on European best practise where self-funding organisations offering technology brokerage and other services have been achieved. SEEDA would part fund the establishment of regional Centres but seek leverage from industry, HEFCE and the Research Councils (e.g. the planned EPSRC Integrated Knowledge Centre scheme).

A key activity over the next six months is the identification of possible technology areas for the establishment of the first Knowledge Centre.

13.
In parallel with the regional initiative, the RDAs, through SEEDAs lead role, and the devolved administration are working with DTI to join together existing and planned regional ‘technology advisory services’ into a coherent UK whole such that businesses can access appropriate knowledge wherever it may occur in the UK. SEEDA is playing a lead role in these discussions. 

SET Skills

14.
The supply of research scientists, advanced technicians, entrepreneurial graduates and SET teachers is essential to the development of a regional knowledge economy. This need is even more necessary if the target of 2.5% GVA spend on R&D is to be reached.  Meeting the target means another ca. 50,000 researchers in the UK and 10,000 in the SEEDA region alone. It is unlikely that these aims will be reached without intervention. 

15.
For example, it is recognised at national level that there is a need to connect the many small initiatives on, for example promoting SET in schools, into a fewer programmes, with critical mass, to have lasting impact. SESETAC has drawn attention to the need for more advanced technicians to support the region’s high tech industries, and the need for a more joined-up approach to supporting and encouraging SET teachers. It is clear that the plethora of current initiatives needs to be simplified - the OST reports some 400 disparate initiatives aimed at SET teachers with such low impact that the target audience are barely aware of the schemes.

16.
As a step towards simplification SEEDA will pilot a Regional SET Hub for Schools Science, in accordance with the recommendations of Sir Gareth Roberts, and reporting to SESETAC. The hub will act as a focal point for key players to coordinate and achieve greater coherence in programmes designed to engender a greater interest in science by school children. The Hub will be located at the Science learning Centre at Southampton University and be managed by SETNET. The aim is to have the first meeting of the Forum in September. Partners will agree to work together on a small number of initiatives with sufficient critical mass to make a difference. As an example of a high impact project, the Computer Club for Girls programme developed by SEEDA and e-Skills has 3600 students already in the region and has now been rolled out nationally through £8.5m DfES funding.

