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Regional Economic Strategy Action Plan

Introduction

The seven “areas of economic generation” identified by SEEDA all share one important characteristic: they are all regarded as critical in terms of the future performance of the regional economy, certainly in terms of its ambition to become one of Europe’s top 10 regions.  But beyond this, there are major differences: sectoral specialisms, development issues and priorities for strategic action vary enormously.  And it is important that they do, for this diversity is integral to the robustness of the regional economy as a whole. 

But even within this context, the issues surrounding the Oxfordshire-Milton Keynes area are really quite distinctive.  Although rooted in the South East, this area of economic strength in fact extends across several regional boundaries and, in identifying its economic potential, links with Cambridgeshire (to the east) are especially important.  Moreover, while already an area of economic strength(1), current buoyancy derives from economies that while spatially juxtaposed are functionally quite separate.

On the one hand, there is Oxfordshire with a thriving high tech sector (focused specifically around biotechnology), growing business service expertise, an important car industry (linked both to the motor sports cluster and to production for mass markets), and a well established research and education infrastructure of global repute.  For the diverse Oxfordshire economy as a whole, extra-regional linkages have long been critical but these have tended to focus on the M40-A34-M4 axes with links both to London and the West Midlands.

The economy of Milton Keynes and the area surrounding it is equally strong, but in character it is quite different.  For Milton Keynes, strength also derives from diversity:  there is an important high tech sector and the city is becoming a regional centre for business services, but in addition, activities relating to transport, distribution and logistics and a diverse manufacturing base are all important.  The population is young, IT literate and entrepreneurial, and this has underpinned the area’s growth.  But for Milton Keynes - as Oxfordshire - extra-regional connections are arguably the lifeblood: north-south linkages focusing on the M1 are especially prevalent.

The lack of linkages between the two areas has been explicable largely in terms of their very different economic and social histories and the factors around which businesses and labour have developed. The long histories of the cities of Oxford and Cambridge in particular and the businesses spawned by their Universities over centuries contrasts with the modernity of Milton Keynes and its businesses and institutions.

The limitations too of the physical infrastructure have also played a part in hindering linkages that may have been made during the last twenty years. The road network is poor (certainly in relation to the two north-south axes) and the railway service is both slow and infrequent.  

However, potentially, the synergies deriving from links across the area are enormous.  If these could be harnessed in a sustainable way, then much more of the area’s enormous potential could be realised: the contribution to the regional, and, indeed, the national economy would be enormous.  In the pages that follow, we gather some evidence and present a series of perspectives on this argument, exploring the manner in which connections could be forged.

Before proceeding, however, three further points should be made:

First, the Oxfordshire and Milton Keynes Economic Partnerships have agreed to work together to explore the feasibility of these proposals as a long term initiative.  In this sense, this action plan is necessarily a statement of intent and there are few other immediate actions.  The reason for this is that - unlike the other areas of economic generation - many of the economic synergies across the area on which the action plan must build do not yet exist: before developing specific actions, the potential for - and implications of - these synergies need to be researched thoroughly

Second, although defined in SEEDA's terms as the “Oxfordshire - Milton Keynes” area, all the partners have recognised that this potential area of economic generation must - if it is to have any cogency - transgress regional boundaries.  The links to Cambridge in the east are especially important.

Third, the recognition of this area’s potential as a formidable economic generator coincides with - but has not been driven by - two independent but parallel initiatives that have drawn similar conclusions: the report of Lord Sainsbury into the development of biotechnology clusters (2) and an initiative to develop a ‘technology arc’ embracing Cambridge, Oxford and Cranfield which is being pioneered by three Innovation Centres (3).  We refer to both initiatives later.

The Technology Arc:  Foundations for Action

In exploring the potential of a technology arc stretching from Oxfordshire through Milton Keynes into Cambridgeshire, we have identified a range of potential synergies and/or supporting arguments.  They all require further verification and refinement, but their main premises are summarised below.  The important point to recognise is the high level of additionality that could accompany a spatial synthesis: many of these would be difficult or impossible to achieve in Oxfordshire, Cambridgeshire or Milton Keynes alone.

Developing the biotechnology cluster

Notwithstanding current controversies surrounding GM Foods, few would question the revolutionary potential of biotechnology: it is a technology rather than a sector and the range of potential applications is enormous.  Within the South East, Oxfordshire is a centre of world class excellence: it has a leading research hospital (The John Radcliffe), several research institutes (e.g. Institute for Molecular Medicine and the Wellcome Trust Human Genetics Centre), more than 50 biotech companies and active linkages across the University-corporate interface.  

The national significance of biotechnology within the ‘technology arc’ was flagged by in a recent report. Lord Sainsbury and his team observed “It seems to us that two areas - Oxford and Cambridge - have enough of the critical factors to be considered fully functioning clusters, although they also have many of the problems associated with success”.  And this note of caution - made with respect to both Oxford and Cambridge - is of great relevance here: the issue is how to sustain and enhance these clusters of regional and national significance in the context of local planning constraints, shortages of appropriate premises, growing congestion, and so on.

For Lord Sainsbury and him team, part of the solution lies in a proposal for the development of Urban Networks for Innovative Cluster Areas (UNICAs) in which “RDAs, local councils and DETR would team up to identify areas in which clusters of biotechnology companies would be allowed to develop”.  Indeed, the suggestion is made that the first UNICAs could be allocated around the M11 in Cambridgeshire and the M40 and A34 in Oxfordshire (Planning, August 1999).

In this overall context, the potential importance of the “technology arc” is immense.  It could create great opportunities, both in terms of resolving problems and enhancing growth.  For example:

· improved connections (physical, virtual and inter-personal) could start to blur the spatial boundaries of the Oxford and Cambridge labour markets and this may have important implications

· the scope to build on jointly acquired strengths to develop clusters would be enhanced and there would be great potential for creative synthesis.  This would build on existing - but separate - initiatives such as ERBI and Oxfordshire BioLink (4,5)

· in Oxfordshire and Cambridge alike, shortages of wet-lab space, property with flexible leasing arrangements and “next-steps” accommodation are well known.  The emergence of the technology arc and the UNICA concepts could lead to greater opportunities to develop land and manage premises more suited to high technology business needs

· there may also be opportunities created to develop shared support for cluster networks; to devise “research and development comparative innovation indices” to aid benchmarking; and to plan and deliver a broader package of ‘business climate’ initiatives, e.g. complementary IP across research institutes, business competitions, skills development, supply chain development and inward investment 

In this overall context, there is a strong case for supporting the development of a biotechnology-focused Enterprise Hub.  Detailed work to identify its location and the existing institution(s) / firm(s) to which it should be closely related will need to be initiated later.

Entrepreneurship and science-based innovation

Knowledge-based high tech activity across the technology arc is not however restricted to biotechnology: Garnsey and Lawton-Smith claim that there are well over 500 high tech firms in both Oxford and Cambridge and on this basis, biotechnology can claim no more than 10% of the total stock (6).

Across many of these activities, firms are typically small and operating at a precarious but innovative interface between converging technologies.  The need for alliances, networks and collaboration is increasing.  At the same time, entrepreneurialism is essential.  

These different elements have been synthesised locally through Innovation Centres: specifically, the Oxfordshire-based network of Innovation Centres, St John’s Innovation Centre (Cambridge) and Cranfield Innovation Centre.  These vary in terms of age and scale, but all are currently buoyant: indeed Cranfield Innovation Centre exceeded expectations in terms of the speed at which premises were occupied and - importantly - many of the new occupants were apparently high tech start-ups from the Milton Keynes area.

Given the current successes of each of these Innovation Centres, the question arises as to the implications of nurturing links across the technology arc.  The possibility of a shared knowledge base with scope for enhanced and specialist networking could boost levels of new firm formation, survival and growth.  As Walter Herriott, Managing Director of SJIC has put it, “the knowledge base we could command from these three innovation centres alone could make us a much more credible force in terms of technology transfer and competitiveness in world terms” (quoted in Business Weekly, 29 July 1999).  

There is certainly a case for a further Enterprise Hub(s) that focuses on a wider range of high tech activity in - for example - the field of light engineering. The area has a huge amount of existing expertise that could be drawn upon:  for example, in Oxfordshire there is a world class cluster of activity relating to motorsports and the Nissan Research Centre is based at Cranfield.  Moreover the fact that rates of entrepreneurialism are higher in the Milton Keynes area than anywhere else in the country is something else that could/should be harnessed.

Achieving critical mass

Implicit within the arguments about both biotechnology and high tech entrepreneurialism more generally is the question of critical mass. Oxfordshire, Cambridgeshire and Milton Keynes are large and important economies at a regional and even national scale, but in a global context they are small players, certainly in relation to competitor economies such as Silicon Valley.  While the pursuit of critical mass underpins the basic rationale for a technology arc, it is important to recognise that this itself has a number of dimensions:

1. some key sectors within the constituent economies are currently too small to achieve collective global positioning, a deficiency that a technology arc - if developed appropriately - could immediately remedy (7).  Evidence for this is provided by a SWOT analysis of Oxfordshire’s Software and IT sector which simultaneously identified Oxfordshire’s “lack of critical mass” as a weakness and the strength of London and Cambridge as a threat:  in this context, the implications and  potential of an integrated technology arc are clear (8)

2. in terms of business support, the demands of knowledge-based firms are increasingly exacting. The scope for specialist expertise is positively related to the spatial scale of the local economy.  Across the technology arc as a whole, specialist services are much more likely to be viable.  Indeed, the feasibility of specific initiatives within the Oxfordshire RITTS Action Plan would - arguably - be enhanced if the spatial remit was broadened 

3. there is a series of important arguments relating to critical mass in terms of the local labour market.  Particularly in knowledge-based industries, labour market dynamics are complex:  in general, highly qualified staff will not relocate in response to a specific job opportunity unless they are reasonably confident that subsequent career moves can also be accommodated without needing to move house (9).  Critical mass in labour market terms is imperative in terms of long term economic competitiveness and arguably - as the frequency of job changes increases - thresholds (in terms of scale) are increasing.  For this reason, effective linkages (whether physical or virtual) across the technology arc could yield substantial labour market gains. And with its central location, the potential importance of Milton Keynes in this context is clear

4. issues relating to the provision of appropriate business space have already been alluded to:  across the technology arc as a whole, the possibility of developing appropriate space increases in terms of both demand and supply. The potential role of the Milton Keynes area is especially significant in this regard. However, it is recognised that as much attention needs to be paid to the failure of the property markets to respond to the demands of growing high technology businesses.  This is hindering development even where land is available.

Harnessing the potential of Milton Keynes

The development of a technology arc focused around Oxfordshire, Cambridgeshire and Milton Keynes is wholly consistent with the original ambitions for Milton Keynes when the new city was first mooted in the 1960s.  Indeed Milton Keynes’ main area of influence has been identified consistently as an area to the north west of London which embraces Oxford, Reading, London, St Albans, Cambridge and the West Midlands’ conurbation (Coopers and Lybrand, 1994).

Although not in itself a reason for furthering the arc, this consistency does mean that the much of the requisite infrastructure is in place to be able to accommodate and respond to the arc’s growth potential. As a consultancy report concluded, “the area’s economic structure, its youthful and skilled labour force are seen as considerable advantages in creating prospects for continuing growth.  It benefits from the large amount of recently provided infrastructure.  Partly because of this there is capacity for further growth” (Chesterton Planning and Consulting, 1994).

Over the last decade or so, Milton Keynes has become established as an important regional centre, particularly for business service activity, and a number of blue chip companies have established head offices or large regional offices in the area.  In addition, the area already has a well developed cable network and spare capacity has been used for e-commerce, so there already exists an embryonic “wired network”.  Bringing these resources together with Milton Keynes’ supply of land and harnessing their potential should be a priority.  This could manifest itself in another Enterprise Hub, albeit one that is quite different in sectoral focus and organisational form from those already described.  Although the detail needs to be worked through, there is no reason why these different initiatives should not be highly complementary.   

Addressing the infrastructure constraints

Much of the case for the technology arc is however premised on the development of an effective communications infrastructure.  In the long term, this probably should involve improvements to the road network.  However the difficulties surrounding this proposal are not inconsiderable.  The arc could however be furthered by the development of other forms of communication:

1. SERPLAN makes reference to the long term possibilities of an enhanced East-West rail link and this is an initiative that should certainly be supported.

2. there must be scope for establishing a high quality electronic communications infrastructure between Oxfordshire, Cambridgeshire and Milton Keynes.  In Oxfordshire in particular, there are concerns about bandwidth and this initiative could lead - in a pioneering way - SEEDA’s own ambitions for the creation of a “Wired Region” across the region as a whole. 

3. there is no reason why research into the development of the technology arc should not address the possibility of innovative measures that reduce the need to travel and thereby start to down-size the importance of the physical infrastructure.  Interactive media built around existing and planned web-based communications infrastructure within the arc (e.g. Milton Keynes’ website) could be one key initiative.  

Cross-boundary opportunities

In all of the arguments surrounding the case for a technology arc, the importance of cross-boundary issues is implicit.  Simply put, the concept will founder if it is constrained to regional administrative units.  Business does not recognise boundaries and nor - in this sense - does the area of economic generation.  For example, a report on Oxfordshire’s medical instruments sector concluded that, for a large group of companies “the convenient Thames Valley location provides good market access and good technology access in the Southampton to Cambridge crescent (e.g. Biomedical Sensors, Zeneca Cellmark Diagnostics, etc. (10)). It is business dynamics of this type that should define the spatial remit.  

However, in pragmatic terms it would be naïve to ignore regional boundaries: the RDAs have specific spatial remits which in public policy terms are likely to grow in importance.  That said, regional introspection would be harmful and for that reason, an early initiative should be the establishment of links between the key Economic Partnerships to develop the initiative further. 

The development of a cross-boundary RDA working group should happen in parallel. This would need to involve SEEDA and EEDA at the earliest stage but could quickly develop to include EMDA, AWM and SWRDA once the potential of this type of initiative had been demonstrated by the sub-regional partnerships. 

Conclusions:  Specific actions and the way ahead

· establish liaison between the Oxfordshire Economic Partnership, Milton Keynes Economic Partnership and Greater Cambridge Partnership at the outset to take the lead in researching and developing this initiative in association with other local partners, e.g. the Economic Partnership responsible for Bedfordshire, and other Innovation Centres

· initiate inter-RDA working on the technology arc.  This should involve SEEDA and EEDA at the outset

· sustained liaison with other parallel initiatives:  the DTI work led by Lord Sainsbury and the innovation centre-led “technology arc” initiative 

· urgent appraisal of how the Enterprise Hubs concepts emerging from SEEDA can contribute to the development of the knowledge-based economy as a whole and further the technology arc

· develop specific proposals for initiatives to improve communications across the technology arc focusing in the first instance on the “Wired Region”.

Notes

1. For example, over the period 1981-2001, forecasts from PACEC showed Bucks and Oxford to be the in the top three counties nation-wide in terms of employment growth (Coopers and Lybrand, 1994)

2. “Biotechnology Clusters”  Report of a team led by Lord Sainsbury, Minister for Science.  Published by DTI, August 1999
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