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1.
Overview
1.1
The University welcomes the opportunity to comment on the Independent Review of Economic Policy commissioned by the Minister for Enterprise, Trade and Investment.
1.2
Our response will address the terms of reference of the Review and will focus in particular, though not exclusively, on the contribution that Queen’s University makes to regional economic development.

1.3
The Programme for Government (PfG) has set a productivity goal ‘to halve the private sector productivity gap with the UK average excluding the Greater South East of England by 2015’.  We fully support this aspiration and have contributed to the debate on economic policies and tactics through University representation on boards and organisations such as; Invest Northern Ireland, Confederation of British Industry, Institute of Directors, Economic Development Forum and directly to government.
1.4
The Varney Review of the Competitiveness of Northern Ireland published by HM Treasury in April, 2008 focused on identifying measures to promote private sector investment and the enhancement of competitiveness in Northern Ireland.  The Review found that ‘Northern Ireland has a number of existing strengths that make it an attractive place to do business, including a young population, an excellent education system and strong transport links with the UK, Ireland and the rest of Europe’.  It also found ‘that the Executive is responding well to many of the economic challenges brought about by increasing globalisation’.  Recommendations to the Northern Ireland Executive and the UK Government included policy development on skills, innovation, labour market reform and public sector reform to support Northern Ireland's progress.
1.5
Since the publication of the Varney Review there has been a severe downturn in the global economy.  Northern Ireland, although somewhat buffered by the large public sector, is experiencing a difficult economic climate.  A recent paper ‘The Northern Ireland Economy: short term prospects’ by Neil Gibson, Oxford Economics (2009), outlined the views of a number of prominent economists about the short term prospects and concluded that the Northern Ireland economy is in a period of contraction which could amount to 2% in 2009.  Thus, achieving the aims of the Programme for Government has been made considerably more difficult by the global recession. 

1.6
In the following sections we provide a commentary on the three main aims of the Review stated in the terms of reference, relating to relevant DETI and Invest NI policies, programme and resources.
2.
Alignment of Resource Allocation and Existing Policies
2.1
The Context
2.1.1
Given the global recession the question is no longer whether the range of strategies that were created prior to the down turn can achieve the desired growth in GVA, but rather do they remain appropriate?  For example, the future viability of strategies related to growth of financial and professional services, has been questioned (Oxford Economics Report “The Northern Ireland Economy”, 2009).


2.1.2
Northern Ireland Business Expenditure on R&D (BERD) remains at around 0.5% of Gross Domestic Product (GDP) and relatively little progress has been made over the last ten years in improving this figure compared with other successful regions and countries, in which BERD can exceed 3% of GDP.  Higher Education Expenditure on R&D (HERD) accounts for approximately 50% of the R&D spend in Northern Ireland, indicating that BERD needs to increase dramatically to create a more balanced R&D base in NI.


2.1.3
In Northern Ireland we lack a comprehensive cross-government strategic plan to build a knowledge led economy linked to the strengths of the current and future business base.  The PfG sets the high level aspiration and targets and the most recent Regional Innovation Strategy (Think, Create, Innovate) and the Regional Innovation Strategy Action Plan (2008 – 2011) have paved the way for a coherent cross-government response but to date initiatives have been patchy.


2.1.4
The Department of Enterprise, Trade and Investment (DETI) have made serious efforts over many years to create the context for economic growth in Northern Ireland.  In addition to the strategies mentioned in 2.3, they have produced other strategies and policies designed to direct resources towards sectors with innovation potential, recognising the value of a knowledge based economy in the context of Northern Ireland.  A recent example of their proactivity has been the creation of the Northern Ireland Science and Industry Panel (MATRIX) which reported in 2008 and has recommended, through detailed work undertaken by a series of Horizon panels, sectors of the economy that should be supported by government intervention with a view to industry ultimately taking the lead.



2.1.5
The Regional Innovation Strategy Action Plan 2008 – 2011 (RIS) referred to above is worth further mention.  It is a plan, built on the earlier successful RIS strategy, that calls stakeholders to action.  It has been endorsed by a wide range of stakeholders, including the universities, and has attempted to align key objectives of business, government and academia with the economic imperatives of the region.  The list of RIS Actions shows a commitment from the different sectors to invest £360 million over a three year period – this includes £90 million from the innovation funding stream and approximately £170 million from Invest Northern Ireland aimed at encouraging  businesses to devote more to R&D activities and adopt more innovative practices.  We welcome the fact that some of this resource has been invested in the research capacity of the universities which are pivotal to the success of a knowledge based economy.


2.1.6
Further, the RIS has promoted and coordinated activities to help build the economic capacity in the medium to long term.  These include; the 3 new cohorts of DEL-funded PhD studentships in areas of economic relevance; STEM initiatives in schools funded by DE; Invest Northern Ireland business support for R&D - £170m (see Appendix 1 for a more complete list of Invest Northern Ireland interventions) and the Institute of Directors student bursaries in STEM related areas, among others.  While the Action Plan provides a comprehensive list of what each of the major stakeholders will do to improve economic growth in Northern Ireland, it relies, to a large extent, on each to deliver on their commitments.


2.1.7
Despite sincere attempts to develop strategies and call stakeholders to action, a coherent Northern Ireland cross-governmental plan for R,D&I that can provide comprehensive and clear direction for a regional knowledge based economy is still lacking.  Policy makers are only slowly realizing the importance of building capacity in science, engineering and technology, and recognizing that success requires sustained and long term investment as opposed to short-term initiative funding.  Success also requires clearly defined delivery and decision making processes in NI.


2.1.8
Invest Northern Ireland make tactical interventions in response to industry needs, or follow the lead of organizations such as Enterprise Ireland in updating the existing business related R,D&I programmes.  Unlike organizations such as Science Foundation Ireland, Invest Northern Ireland and indeed DETI are not technology intensive organizations and have few technologists in their executive and senior management teams, and very few amongst their staff.  Despite this they have contributed to the success of the economic development of the region and the universities by providing and attracting resources that assist with technology transfer and exploitation and help secure national ‘centres of excellence’ for the region e.g. the Innovation and Knowledge Centre secured by Queen’s at the Northern Ireland Science Park.  The Northern Ireland Science and Industry Panel, MATRIX is a recent recognition of the technology policy deficit, but is part-time and acts only in an advisory capacity.  This area needs strengthened going forward.


2.1.9
The above comments acknowledge the efforts that have been made by government to align resources and generate action to encourage economic growth.  However, looking to the future, it is vital that the objectives of the PfG are tested within each area of government policy whether, that is Roads Service, Planning or Social Services and that a cross-governmental strategy is created that focuses on a few key sectors that link to the R,D&I capacity of our universities and core businesses.


2.1.10
We have invested heavily in financial services and attracted some major players in this sector to Northern Ireland.  In developing a cross-governmental strategy we should be careful to re-appraise the approach taken to financial services and ensure that university initiatives such as the developments within the School of Management at Queen’s to create a Leadership Institute are factored into the plans.

2.2
Recommendations
· Government should create an ambitious R,D&I strategic plan for Northern Ireland as a matter of urgency.  This should focus on building capacity in science, technology and engineering in a sustainable way.

· The future skills requirements for the key high value sectors that are of strategic importance to the Northern Ireland economy must be planned in detail and implemented.  In relation to financial services, due account should be taken of the developments around the School of Management at Queen’s.
· Existing policies with government should be reviewed to ensure alignment with the over-arching goals of the PfG.
3.
New Policy Requirements

3.1
The Context


3.1.1
The Corporate Plan for Invest Northern Ireland was widely consulted on and agreed in 2008.  It set clear targets and objectives, which if met, would significantly improve the performance of the Northern Ireland Economy.  However, the changes that have taken place since this Corporate Plan was agreed are unprecedented.  The global financial services sector is in disarray and the potential for foreign direct investment (FDI) has receded significantly.



3.1.2
The twin objectives of increasing business productivity and boosting the gross value added per employee as outlined in the Invest Northern Ireland corporate plan was supported by the University. Indeed the University has worked closely with Invest NI to realise the potential of the science base to contribute to and provide “technology push” promoting business innovations to improve productivity.  Similarly the University has worked with Invest NI to ensure that there is a sufficient supply of well qualified graduates and postgraduates to meet the current and future needs of indigenous and FDI companies.


3.1.3
Within the University’s science base there are a number of strengths that are world-class and offer the prospect of significant long term potential if complemented by sustained support for commercialisation.  The recent success in winning the competition for an Innovation Knowledge Centre (IKC) in Secure Information Technologies in partnership with EPSRC, TSB, industry and Invest Northern Ireland represents the type of opportunity that can only come from a world class research base.  This success needs to be built upon and coordinated as suggested in the recommendations in section 2.


3.1.4
In the Republic of Ireland, the CSET programme (Centres for Science Engineering and Technology) defined as large scale collaborative Academia/Industry Research Centre which are designed to build talent as a magnet for FDI are organized such that Science Foundation Ireland (SFI – government funding) funding goes to Universities with identified industry partners.  A typical budget for a CSET is Euro 25million over 5 years.  This is in addition to a 25% industry contribution (EU state aid requirement).  A typical CSET will have more than 100 research active personnel. SFI in line with the requirements of the ROI economy have targeted Bio and ICT.  To date they have established 9 CSETs.  One of which is Tyndall National Institute in Photonics. Excellence is paramount in CSETs.  The strategy for 2009-2013 is to consolidate, build and strengthen economic impact and develop energy potential. This is an example of the type of science and engineering centre we should be developing in Northern Ireland.  We have the framework in place with research centres such as the Centre for Cancer Research and Cell Biology already performing to a high level.  We need to ensure that these are resourced and sustained so that the linkages, job opportunities and spin-out industries they create can develop.

3.2
Recommendations
· Science and technology needs to receive additional and sustained focus initially through an R,D&I for Northern Ireland.  Relevant budgets and responsibilities from DETI/Invest NI and DEL should be earmarked to sustain emerging areas of excellence.
· A range of programmes, similar to the CSETs should be launched as soon as possible. The establishment of these must be aligned with the current Invest Northern Ireland plan for the imminent roll out of industry-led Competence Centres. The structure of Competence Centre need to be tailored to the Northern Ireland context and the needs of industry and third level education providers.  MATRIX has provided some direction for these.

· The Northern Ireland economic ecosystem is highly fragmented.  While the Economic Development Forum seeks to act as an integrator its coordination capacity is limited, though it has many of the key decision makers present.  The loss of the sub-groups has resulted in EDF having a commentary role rather than being action oriented.  We would recommend that this group should take ownership of the economic development strategies and monitor and drive their delivery. 
4.
Identify Issues that Risk Compromising the Delivery of the Goal

4.1
Failure to invest in the science, engineering and technology base of Northern Ireland is the key risk that will compromise delivery of the goal.  Investing in BERD expenditure is high risk and the direct correlation between targets and output can appear obscure.  However, the probability of successful investment is greatly improved when there is agreement between the key stakeholders and key sectors have been identified.  

4.2
As stated previously, aligning the PfG with the myriad of policies that exist in government is also essential if we are to achieve the economic objectives.  Each and every policy of government, including those of DETI and Invest Northern Ireland needs to be interpreted with the objectives of the PfG in mind.

4.3
Difficulty of access to finance for businesses in the current economic recession and in light of the crisis in the financial services sector has the potential to seriously harm core sectoral areas within Northern Ireland.  Creativity in the application of Selective Financial Assistance and other mechanisms that help secure the future of viable, sustainable and critical businesses through the downturn is essential and should be a high priority in the current economic context.

4.4
Recommendations
· A cross-departmental economic risk assessment should be developed immediately.

· All current strategies related to economic development and impinging areas should be assessed against a set of criteria relating to their fitness for purpose in light of the dramatic change in global economics – existing or new strands should be identified that will provide a strategic advantage for Northern Ireland as we emerge from the recession – a coherent economic strategy for the region should be created and resourced with immediate effect.
Appendix 1
Invest NI contribution to Economic Development delivered through the Universities
1.
Context
Northern Ireland’s R&D and innovation rate depends on a range of inter-linked activities which include business driven research, knowledge transfer, the supply of venture capital and the development of strong international business and academic collaborations.  Ambitious businesses need universities to meet many of the future technology and skills needs and as such Invest NI has earmarked £25m out of its £80m R&D budget (for the period 2008 – 2011) in support of university activities.  The university figure includes £7m to support the Competence Centres.
A breakdown of offers made to each University by Invest NI programme (April 2002- YTD) is shown at Annex 1.

2.
Business Driven Research
2.1
Centres of Excellence 

Scientific excellence is at the heart of our economy and Invest NI’s Centre of Excellence Programme has stimulated commercially focused research through the establishment of both university and company based facilities.  The Centres have varied sectoral profiles for example aerospace, pharmaceuticals, engineering, electronics and food.  To date Invest NI has invested £50m in the establishment and ongoing work of nine university centres and 13 company centres.

In 2007, BDO were commissioned to conduct an evaluation of the initial 18 centres.   Of the eight university centres and 10 company centres, total additional income at that time was £503.1m (compared to the Programme cost of £113m which included grant of £34m, of which around £21.5m was supported under the EU Peace II Programme with the remainder provided by Invest NI).  This income comprises £43.5m for the universities and £459.6m for the company centres outlined below.
	Achievement to Date
	Additional Grant

Income from other sources,

eg Research Councils
	Additional Commercial Income Achieved
	Total

	
	£’m
	£’m
	£’m

	University
	34.0
	9.5
	43.5

	Company
	N/A
	459.6
	459.6

	Total
	£34.0m
	£469.1m
	£503.1m


In addition, four of the eight university centres and all 10 of the company centres anticipate future annual income and shown below
	Annual Additional Income per annum
	No of Centres

	<£500k
	3

	£1-£5m
	4

	£10-£25m
	2

	£25m +
	5


	Spin-off effects

	         51 patents have been applied for, or filed, within 15 Centres.

         There have been 7 patent awards to date.

         One Centre (ECIT) has had four spin-in companies.

         Five Centres report licensing fees.


2.2
Competence Centres 

As a follow-on to the CoE Programme, Invest NI is currently developing proposals to provide support for the establishment of Competence Centres.  Competence Centres will be collaborative entities established and led by industry and resourced by the universities and other research bodies, empowered to undertake strategic research on behalf of industry.
We understand that Invest NI intends to issue a call for expressions of interest for this initiative at the end of February 2009.
2.3
Proof of Concept (Introduced by Invest NI)
The Proof of Concept Programme provides recognition, reward and motivation so that university based researchers can export their ideas from the lab to the global marketplace.  The pilot Proof of Concept Programme (£5m) was introduced in 2002.  The evaluation carried out in 2006 by Bearing Point established strong demand for the programme from both universities proving that the programme filled a gap between early stage funding and commercialisation.  Out of a total of 40 projects supported, 25 valued at £3.1m were offered to QUB.  The new PoC programme (£6m) launched in 2008 and to date Invest NI has committed £2.6m arising from 28 offers to QUB and seven offers to UU.  A second PoC funding round was announced in February 2009.

2.4
NISPO Funds
Invest NI has appointed a fund manager, ESynergy to establish a suite of support services for spin-out companies. NISPO (‘Northern Ireland Spin-outs’) is made up of three funds totaling £10m, including two university funds of £1m each and a third fund, to be made up of a £3m proof of concept grant fund for non-university projects, and a £5m  seed/early stage venture capital fund. This fund will invest in the deal size range £50k - £250k.  In addition, the fund manager will provide a range of support services including investor readiness support and an Intellectual Property Exploitation Unit (IPEU).  

2.5
Support for Collaborative R&D
The level of university/business collaborations is increasing and it is our view that Invest NI funding has helped generate stronger business/university engagement.  Since April 2002, 10 collaborative START projects have been supported, 9 partnering QUB and 1 partnering UU.  The grant offered (£5m) has levered an overall investment of £15m in collaborative R&D.

An evaluation of the START programme concluded that every £1 of grant expenditure is expected to generate £4.29 of revenue per annum.  

3.
Knowledge Transfer
Whilst recognising that university research is of great importance to any economy, little is to be gained from such research if strong links between the researchers and industry don’t exist, this is why knowledge transfer, and incentives for it, are so important to the economy.  Incentives include the promotion, facilitation and support for the delivery of Knowledge Transfer Partnerships, support via the Higher Education Innovation Funds, the availability of the Networking Programme and Innovation Vouchers.

3.1
Knowledge Transfer Partnership (KTP)
Knowledge Transfer Partnerships (KTP) is a UK wide programme led by the Technology Strategy Board (TSB) and funded by 18 individual Sponsors comprising Regional Development Agencies, Research Councils, the Devolved Administrations and TSB.  

Since 2002, Invest NI has offered funding (£6.4m) via the Technology Strategy Board and its predecessor the Department of Trade and Industry to co-fund 160 KTP partnerships. 

Invest NI has also taken forward Lord Sainsbury’s recommendation of doubling the number of KTPs and increasing their flexibility and range through the introduction in November of mini or shorter KTPs.

Recent statistics from KTP in N.Ireland include: 

	
	03/04
	04/05
	05/06
	06/07

	No of Jobs created
	65
	77
	112
	43

	Company Staff Trained
	259
	263
	214
	190

	One-Off profit before Tax
	£0.7m
	£0.7m
	£1.1m
	£0.8m

	Increase in annual profit after Partnership completion
	£3.1m
	£3.3m
	£4.2m
	£3.0m

	Investment in plant & machinery
	£2.1m
	£1.5m
	£3.3m
	£2.5m


3.2
Higher Education Innovation Fund
The Higher Education Innovation Fund (HEIF) makes a significant contribution to knowledge transfer and was introduced in NI in 2004 as a joint (£9m) programme between Invest NI and the Department of Employment and Learning (DEL).  Following a successful first round, a second round of funding HEIF2 was introduced in 2007 where the universities were awarded £2.5m to expand their specialist collaborative business links.

3.3
R&D Incentives
The universities have received support through the Networking programme to enable us to develop collaborative R&D proposals and increase Northern Ireland’s participation in European R&D programmes.   Since 2002 more than 100 offers have issued to Queens and 160 offers issued to UU.  Since 2002 some 500K has been offered.  

The Innovation Voucher Scheme was launched in 2008 to incentivise SMEs to make their first connection with universities and/or other knowledge based institutions to acquire the knowledge they need to develop new products and services.  To date more than 100 businesses have been offered support through this programme. Each voucher is worth up to £4,000.

4.
Globalisation of R&D

4.1
Technology Missions (Introduced by Invest NI)
University research groups hold internationally competitive and emerging technologies that merit global attention.  Through the establishment of a Technology Missions programme, Invest NI has assisted us to extend our international outreach and promote world class capabilities. One recent example is a mission to the International Nanotechnology Forum in Tokyo in February 2008 where a team of representatives from Nanotec NI including two QUB academics and three UU academics showcased their capabilities on a dedicated stand to an international audience of company representatives and research groups.  

5.
Consultancy Services
More recently (2007) the Northern Ireland Technology Centre won an interim  and a follow up three year contract valued at £1.1m to deliver Invest NI’s Design Service to business.   Under the contract NITC has committed to deliver 900 Design Advisory Visits, 12 mini-Design Development Programmes and 12 main Design Development Programmes each with 15 company participants.

QUB has also been contracted to provide consultancy support to a number of company participants on the START programme.










Annex 1

A Breakdown of INI Support by R&D Programme ( April 2002 – YTD)

	Programme
	HEI
	Offers
	Value

	CoE


	QUB

UU

Joint
	4

4

1
	£14.5m

£10.4m

£5.8m

	HEIF1

(Invest NI programme)
	QUB

UU
	1

1
	£1.2m

£2.5m

	HEIF2

(Invest NI programme)
	QUB

UU
	1

1
	£1.3m

£1.2m

	PoC1

(Invest NI programme)
	QUB

UU
	25

26
	£3.1m

£1.8m

	PoC2

(Invest NI programme)
	QUB

UU
	28

7
	£2.1m

£0.5m

	START

(Collaborative projects)


	QUB

UU
	9

1
	£4.8m

£0.4m

	KTP


	QUB

UU
	105

56
	£8.7m*

£4.1m*

	Networking


	QUB

UU
	> 100

> 160
	£0.2m

£0.3m


*KTP is a co-funded programme where Invest NI contributes 50% of the cost.
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