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Funding

Recommendation 1: We recommend that the Government, UK Research and Innovation, and Innovate UK set out a clear plan for how public sector resources and private investment can be made to match the scale of ambition in the R&D Roadmap.

The Government’s vision is for the UK to be the world’s most innovative nation. As announced in ‘Build Back Better: our plan for growth’, published alongside Budget, the Department for Business, Energy and Industry Strategy (BEIS) are currently developing an Innovation Strategy, which will be published in the summer. To develop the strategy BEIS is working across Government and with our Innovation Expert Group to develop strong proposals for unleashing innovation.

The Government’s long-term objectives for R&D are clear: to invest in the science and research that will deliver economic growth and societal benefits across the UK for decades to come, and to build the foundations for the industries of tomorrow. As set out in the R&D Roadmap, our goal is to further strengthen science, research and innovation across the UK, making them central to tackling the major challenges we face. Research and development will also continue to be critical to economic and social recovery from the impacts of COVID-19, enabling us to build back better for a greener, healthier, and more resilient UK.

The Government set out plans at Spending Review 2020 to cement the UK’s status as a global leader in science and innovation by investing £14.6 billion in R&D in 2021/22. This builds on the Government’s commitment in Budget 2020 to increasing public R&D investment to £22 billion per year by 2024-25. This funding will support the commitments set out in the Roadmap and will help consolidate our position as a science superpower as we build towards UK R&D investment of 2.4% of GDP by 2027.

We will not achieve the 2.4% target through public spending alone – leveraging further private investment in R&D will be vital. Total UK spend on R&D was 1.71% of GDP in 2018, an increase on the previous year’s figure of 1.67%. It has been estimated that, on average, £1 of public investment in R&D eventually leverages around £2 of additional private sector investment.  On that basis the overall 2.4% target could be achieved by 2027 or earlier.

The Spending Review set out the BEIS overall envelope for R&D spend in 2021/22. BEIS will now be confirming science budgets for its partner organisations in 2021/22 as quickly as possible. BEIS will provide a breakdown of its R&D spending when final allocations are published later in the year.

Recommendation 2: We recommend that UK Research and Innovation allows Catapults to bid for Research Council funds where there are clear advantages in terms of both research and innovation.

Recommendation 3: We recommend that Innovate UK shows more flexibility in permitting public sector bodies to have a larger share of collaborative R&D funding, particularly when more than one such organisation is involved. 

In agreement with the Committee’s findings, in our recently published review into how the UK’s Catapults can strengthen R&D capacity, we recognise that that the current constrictions on funding for innovation and the cap on collaborative R&D funding for public sector bodies could be reducing the ability of Catapult’s to collaborate with universities, as well as each other. Currently, only 30% of any Innovate UK collaborative R&D grant is available to academic and research and technology organisations. This is done to ensure that the grants primarily support business, which is a fundamental aim of Innovate UK. Our recommendation asks UKRI / Innovate UK to review their funding rules to ensure they allow Catapults to collaborate on projects of mutual interest. We have also asked UKRI to review whether Catapults could bid for relevant Research Council funding.

Recommendation 4: We recommend that Innovate UK and other funding bodies support transformative innovation more effectively, including by shifting the balance between public funding and industrial match funding, in order to reduce the risks to industry and encourage its participation in risky R&D projects. They should consider arrangements for more translational funding to increase the flow of projects from universities to Catapults and industry.

UKRI has appointed a Director of Commercialisation who is working across all UKRI councils and with external partners to create a world class system that enables and supports commercialisation. Through this work, UKRI plans to empower all disciplines and sectors to transform the journeys between research to market, including by harmonising and enhancing commercialisation funding within our research translation and commercialisation programmes across UKRI through a common framework.  A central component of this work is to explore how UKRI can best support academic commercialisation to greater maturity and how we more fully support academic/industry collaborative translational research and commercialisation.

As our key delivery partner for innovation within UKRI, Innovate UK provides vital support for high quality business-led innovation projects. Innovate UK has a range of approaches to support innovation, such as through the Industrial Strategy Challenge Fund, Innovation Loans pilot, Smart grants, as well as business support through the Innovate UK EDGE programme.

The Industrial Strategy Challenge fund brings together the UK’s world-leading research base with innovative businesses to solve major industrial and societal challenges. Since its inception in 2017, it has allocated £2.8bn and secured £2.8bn in co-investment commitments from industry. We recognise however that match funding requirements may make it harder for some companies, such as SMEs, to engage with funding of this type and so this is an area that we are reviewing as we design the delivery model for future challenge funding going forward.

Innovate UK’s Innovation Loans pilot aims to provide finance that is affordable and flexible to businesses with game-changing innovations with strong commercial potential.

Our forthcoming Innovation Strategy gives us an opportunity to set out our priorities for innovation. This will shape our innovation spending plans for future years.

Performance indicators and incentives

Recommendation 5: We recommend that Innovate UK ensures that Catapults’ key performance indicators focus on delivery of effective collaborations and successful innovation and commercialisation, and reflect their contribution towards key policies such as the net zero economy and regional development

In their 2017 review, EY recommended simpler key performance indicators (KPIs) and their report resulted in eight common KPIs across all Catapults. These core KPIs emphasise the short-term progression, and as the committee points out, do not allow for assessment of impact. This was clear in the evidence witnesses gave in the Committee’s inquiry process and was raised by stakeholders throughout our own review process. As set out in our review, as part of the five year review cycle, we will work with UKRI / Innovate UK to agree bespoke KPIs with the Catapults that reflect the individual nature of each Catapult. These will also reflect other recommendations made by both reviews such as contributions to local economies and skills development.

Recommendation 6: We recommend that UKRI ensures that universities’ key performance indicators (under the Research Excellence Framework and the Knowledge Exchange Framework) provide stronger incentives for commercialisation of research findings in relevant disciplines. 

We agree with the Committee that it is important to provide strong incentives for the application and commercialisation of university research across all disciplines.

The introduction of assessment of impact in the first Research Excellence Framework (REF) in 2014 accounted for 20%. This has already contributed to recognition and reward for commercialisation of university research and collaboration with business (alongside other forms of impact from excellent research on the economy and society). In recognition of the critical contribution of university research to economy and society as part of the Government’s ambitions in the Industrial Strategy, the impact element of REF2021 has been increased and impact case studies will now account for 25% in the current exercise. The results of REF2021 will be available in 2022.

In the current exercise, other measures are also in place to recognise and support collaborative activity:
· Within the wider framework for taking account of staff circumstances in submitting outputs, reductions may be applied on the basis of absence from work due to secondments or career breaks outside the HE sector (thus encouraging academics to spend time in business)
· Approaches to supporting collaboration both within and beyond academia should be described in the environment template, and panels will give due credit where these arrangements have enhanced the vitality and sustainability of the research environment or contribution to the wider research base, economy or society.

Research England, working with the devolved HE funding bodies, is already starting to work to review the REF, and explore how it can be evolved for the future, after the current exercise is complete.  Future research assessment work consider options to address this  recommendation.

The development and introduction of the Knowledge Exchange Framework (KEF) will highlight and provide more public and accessible information about universities performance in terms of both “Commercialisation/IP” and “Working with Business”. This latter perspective includes Innovate UK Knowledge Transfer Partnerships/grant as a metric, both increasing the prominence of these activities, as well as reinforcing that working with Innovate UK is an important element of the activity.  The results of the first KEF (KEF 2021) were published on 31st March 2021.

Innovation System

Recommendation 7: We recommend that UK Research and Innovation and Innovate UK address the imbalance between competition and collaboration in their frameworks such that Catapults and universities can work together more easily on innovation projects.

Recommendation 8: We recommend that UK Research and Innovation foster closer links between industry and universities and assist researchers to work at the interface between the two, including through supporting roles for academics at the Catapults.

We agree with the committee on the importance of close links between universities and industry to enable the translation of research as it is a core principle of the Catapults that they help bridge the gap between the UK’s world-leading research base and industry. Consequently, we recognise it is important to ensure Catapults and universities can work easily together on innovative projects, and we would encourage more general working between Catapults and universities.

In our recently published Catapult Review, we recommend that UKRI / Innovate UK should review their funding rules to ensure they do not impede the ability of Catapults to work with universities. We also recommend that each Catapult should review whether their engagement with universities is benefitting their sector or technology and meeting their original purpose to bridge the gap between academia and industry, and whether such engagement could usefully be expanded to a wider range of universities. We will work with Innovate UK, Catapults, universities, and representative organisations to actively promote new connections between Catapults and universities. Additionally, we will promote the sharing of best practice between Catapults for engaging with universities.

Recommendation 9: We recommend that The Department for Business, Energy and Industrial Strategy uses its current review of the Catapults to give the Catapults assurance of long-term continuity—including longer term certainty over funding and a commitment that reviews will be limited to once every five years, to match the five-year funding cycle.

Our recently published review of the Catapults recognises that Catapults are a critical part of the UK’s innovation ecosystem. The recommendations in the review are intended to ensure the Catapults continue to deliver vital support to UK innovation, sectors and industries.

As laid out in our review, we agree with the committee that, rather than regularly reviewing whether Catapults should exist, we should focus on how we can best support them to make them as effective as possible. We recommend that UKRI / Innovate UK use independent review panels to asses the Catapults as part of their funding renewal process, and that this should be built into a consistent 5-year review cycle to provide evidence for long-term funding decisions.    
 





Regional Development    
   
Recommendation 10: We recommend that the Department for Business, Energy and Industrial Strategy and UK Research and Innovation develop a more strategic approach across policies for innovation and regional development—such as broadening access to the Strength in Places Fund.    
  
  
The purpose of the Places Strategy, which is due to be published later this year, is to ensure that R&D benefits the economy and society in nations, regions and local areas across the UK contributing to the Government’s wider ‘levelling up’ ambitions. The Strategy is particularly relevant to how Catapults can play a greater role in supporting local innovation and growth.   
  
We want to respond to the needs of communities across the UK by using our world class research and innovation system to deliver local economic and societal benefits. We also want to create a stronger and more dynamic national R&D system by working with places and institutions, tailoring policies and support to their R&D strengths. Catapults will play a role in supporting the development of local innovation through working closely with business and local institutions including universities, as recognised in our recently published review on the Catapults. In our review we conclude that the Catapults should look for opportunities to support local economies, work with local partners and build innovation clusters as part of their overall strategy to support their sector or technology.   
  
Levelling up the United Kingdom is about outcomes, so our focus must be on the impact that our R&D system can have in different places across the country. We are therefore considering how we can drive stronger local impacts through our major strategic R&D and innovation assets, including Catapults, and further details will be included in the published strategy.   
  
The Strength in Places Fund supports regions to develop their R&D capabilities. A key criterion of the fund is that bids are collaborative and come from consortia of publicly funded research organisations, businesses, and local leadership organisations. It has invested £186 million so far, in a first wave of 7 projects from across the UK. The MyWorld project in Bristol and Bath, and the CS Connected in South Wales include the catapults as part of their consortia. Bids submitted under Wave 2 of the fund are currently under assessment. As part of the UK R&D Places Strategy, BEIS and UKRI are considering how ‘place-based’ R&D funding can support levelling up.    
  
  
International Competition    
   
Recommendation 11:  We recommend that the Government prioritises scaling up the Catapult Network, without which it is unlikely that sufficient private sector investment will be committed and unlikely that the Government’s R&D spending target will be met.   
   
Throughout our review and the House of Lords review of Catapults, the concept of Catapults has been widely supported by stakeholders with ambitions to grow the network to seize opportunities in more technologies. However, we need to ensure we strike the correct balance between opening new Catapults and ensuring the existing network has the funding it needs to operate effectively. Our review outlines the options of Pioneer Catapults and asks UKRI / Innovate UK to update their existing criteria to reflect the recommendations made by the review to assess whether new Catapults should be opened if appropriate funding is available. The identification of priority technologies and sectors will be considered as part of the upcoming Innovation Strategy.   
 
The committee also highlights that the Catapult Network has a lack of visibility and is not as well known as it could be. This was identified in our review and work will be done with Cabinet Office to provide best practice guidance on contracting with the Catapults, including examples of best practice to help government departments understanding the benefits of working with Catapults, and help catapults to better deliver on government priorities.  
  
Government’s Innovation Strategy    
   
Recommendation 12: We ask that, in its response to this report, the Government provides a detailed strategic plan for delivering its R&D ambitions, including: milestones for increased private sector investment towards the overall spending target; a list of criteria to be used to select technologies and sectors for further support and an explanation of how these will be responsive to future challenges; and a list of technologies and sectors that are being considered for further support. We recommend that the Government makes the best possible use of the Catapult Network, promoting it as the UK’s national innovation asset, and using it as the default mechanism for exploiting promising technologies and sectors. We recommend that the Government promotes its R&D strategy confidently, in the UK and internationally.   
  
The Government published the policy paper ‘Build Back Better: our plan for growth’ alongside Budget. To build on our wider innovation ambitions, in it we announced our intention to publish an Innovation Strategy in summer 2021 and set out a vision for where we are well-placed to develop a globally competitive advantage. The Innovation Strategy will set out in more detail our plans to boost innovation across the UK. The Strategy will build on a number of significant measures to support innovation announced at Budget, including the new Future Fund Breakthrough programme which will co-invest £375m in R&D intensive scale-up companies aiming to raise at least £20m, the Help to Grow programme which will provide up to 30,000 businesses with management skills, advice and access to digital tools to boost their productivity and a review of R&D incentives in the tax system.  

