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Context

Irish industrial performance is dependent on international trade because of the small size of the domestic economy. The downturn in key overseas markets therefore is having a dramatic effect on company performance and, by extension, employment across the country.  Consequently, sustaining and growing exports is pivotal to future standards of living.  

Ireland’s ability to compete internationally has to date been shaped by a number of factors, including its low-tax environment and cost base.  The erosion of these relative advantages means that the recent model for Irish growth is no longer sustainable.  The Smart Economy vision that is being pursued by the Government
 will be underpinned by the technological competitive advantage of firms operating here.  

Like other countries, the Irish enterprise base can be broadly grouped into large firms, small & medium sized enterprises (SMEs) and emerging new companies.  While most of the companies with which Enterprise Ireland engages are relatively small in terms of jobs per firm, their combined contribution to the Irish economy is not.  Their parity of importance with the foreign-owned sector is demonstrated in their overall comparative levels of employment (approximately 150,000 apiece) and their equivalent expenditure on salaries and Irish-sourced goods and services
.  

Moreover, as the mobility of foreign-owned operations is being felt across the country, the performance of indigenous enterprise has never been more important to sustainable Irish prosperity.  These combined developments lead to an imperative for firms in Ireland to strengthen their technological performance and innovation levels and Enterprise Ireland works closely with its client base to support them in this endeavour.  

The agency is also one of the key strategic partners of the higher education sector.  While Ireland has much in common with other developed countries, it also has a number of particular characteristics that need to be taken into account in the formulation of a national strategy for higher education.  This is demonstrated by the level of investment that the agency has made to date in the institutions and predicated on the belief that we share a range of strategic interests with them.  These interests reflect those of our clients: a stream of suitably trained graduates, continuing professional development for existing personnel, research with international market potential and access to beneficial collaborative partnerships. The intertwined needs of higher education and enterprise point to the central importance of the economic role of colleges within any future national strategy for higher education.

Collaboration between the institutions themselves will be critical to the future of the sector and the recent announcements of inter-institutional co-operation are welcome.  Further collaboration in the Dublin region, for example, would allow a more focused use of resources: reducing course duplication, building scale in research and providing a more effective service to students and industry partners. The potential for greater linkages amoung the Institutes of Technology and the Universities outside Dublin also merits serious consideration.  The Institutes have a particular role to play in balanced regional development in light of their geographic spread and more applied emphasis in both education and research.  Their economic function is all the more critical because of the absence of technological institutes in Ireland (like the Fraunhofer in Germany, for example) and the consequent requirement to meet closer-to-market industry technological needs in an alternative way. 

Such changes in the higher education landscape will only have any lasting impact if they are driven from the top and translated at each institutional level into improved operational engagement. Success in the economic mission of the colleges will only happen if relevant activity is encouraged and rewarded appropriately.  It will require clear metrics through which achievement within, and across, institutions can be demonstrated and valued.  

Enterprise Ireland welcomes the timely establishment of the Higher Education Strategy Group and looks forward to engaging with it during the course of its work.  Three key areas of national economic importance are set out below:

1. Teaching and learning

2. Research commercialisation 

3. Collaboration – The Open innovation approach

Short comments will also be made about education as a service, the regional aspect of education and the international aspect. 
1. Teaching and Learning 

The core purpose of higher education institutions is the provision of high quality third level education.   While Enterprise Ireland is not a direct funder of this activity, it has a strong interest in the ability and responsiveness of the sector to:

· Provide students with skills identified as important by industry that will enable them to operate effectively in the workplace,

· Provide staff who are already employed the opportunity to learn new skills which will allow them to apply new technologies with a view to improving the performance of the firm in which they work.

There is an ongoing requirement for quality science, engineering and technology (SET) graduates in Ireland.  However, this is being inhibited by a number of factors.  In the first instance, there are well-documented issues about second level students’ proficiency in mathematics and the total number of students taking SET subjects. This issue needs to be addressed with energy and speed and more initiatives such as Project Maths need to be taken.  Concerns have also been expressed by many companies over falling numbers of graduates in critical areas such as electronic engineering and computing.  Thirdly, the quality of graduate output is reportedly variable and fears of ‘qualifications inflation’ need to be tackled through more rigorous quality assurance processes.  The current situation will affect Ireland’s ability to support the growth of indigenous industry, and it will hamper the creation of more innovative enterprises which will be required to succeed in overseas markets.    

The relatively recent effort to increase the production of doctorates is a positive development in enhancing the skill base within the economy.  That said, there is little evidence to demonstrate that indigenous industrial development has been constrained in any way by a shortage of doctorates. Enterprise Ireland regularly receives feedback on the fit of graduates with industry needs and the factor most frequently cited is their readiness to operate effectively in the workplace.  Therefore, the more structured approach to doctoral training is welcomed and needs to equip students with necessary workplace skills, such as teamworking, problem solving, etc. if it is to be of real benefit to industry in Ireland.  Moreover, doctoral education should not come at the expense of graduate output at other NFQ levels.  There is a continuing imperative for skills at NFQ Levels 6-8, as clearly articulated in the National Skills Strategy.

Linked to this issue, greater attention must be paid to the upskilling agenda and the related importance attaching to part-time education.  Numerous reports have underlined the need to improve Ireland’s performance in this area, however significant resultant action is yet to be seen.

Enterprise Ireland recommends that the Higher Education Strategy Group advance initiatives that deliver:

· The development of new mechanisms to ensure that industry needs are taken into greater account in the teaching and learning missions of the institutions, e.g. course selection, curriculum design, course delivery methods.  

· Greater consideration of the role and functioning of the institutions’ management structures, such as Governing bodies, in encouraging flexible and rapid change.

· Identification of clear ways in which the accepted need to improve upskilling will be implemented, and the responsibilities attaching to same.

· Improvement of quality assurance processes to ensure consistent graduate quality.
2. Research Commercialisation 

The expansion of Ireland’s research base is a welcome recent development, with the investment of significant monies over the last decade bringing expenditure on higher education R&D to international averages.  This commitment by the State is necessary for the country’s transformation into a smart economy.  It is not, of itself however, a sufficient condition.  Also, the translation of research activity into economic impact is not immediate.  It typically takes between five and seven years from the research phase for a licence to emerge (and in areas like biotechnology this can be even longer).  Nor is it automatic.  Enterprise Ireland is working closely with agencies such as SFI and the HEA to drive increased commercial returns from the totality of the State investment in higher education R&D.  

This will only work if the higher education institutions themselves fully embrace their central responsibility for research commercialisation.  As a start, they need to take concrete action to encourage researchers to commercialise their research, including the implementation of supportive recognition/ promotional procedures.

Building on this, the technology transfer office (TTO) in any college is critical to the competent commercialisation of research.  Enterprise Ireland, under the remit of the SSTI, has invested significantly in the TTOs, with funding of €9m over the last two years leading to the employment of 32 technology transfer professionals.  The offices are thus adequately staffed according to international benchmarks.
  It is now essential that this function is driven by the institutions themselves: by assuming greater responsibility for their development and giving them a far greater status on-campus, as well as a strong external profile. 

Linked to the latter, difficulties are being reported by companies in, firstly, identifying potential technology transfer opportunities and, secondly, concluding deals with the host institution.  Enterprise Ireland’s teams of commercialisation experts work closely with both the companies and the colleges to source and broker such deals.  However, much more Irish research could be successfully brought to market if there was clearer signposting of opportunities within institutions and a greater level of consistency and energy across their TTOs in their negotiations with companies, e.g. in the form of common templates.  Enterprise Ireland expects such improvements in the technology transfer function to be assisted by the colleges themselves through actions such as the re-investment of institutional licence income in the further development of the offices and their activities.

The creation of new firms is an increasingly important commercialisation channel because of their potential to embed in the economy and create sustainable employment.  Enterprise Ireland is therefore placing greater emphasis on this outcome, for example, through its recent Business Partners initiative. For this to happen, researchers who wish to create start-ups must be supported by their host institutions to do so. The institutions also need to recognise the longer-term potential national benefits of a start-up over the shorter-term financial gain from a licence deal.  Similarly, the taking of institutional equity in research being spun out by staff researchers must not in any way inhibit new firms’ growth, e.g. a number of Universities have been insisting on the use of non-dilution clauses when transferring technology to campus companies, which hampers the ability of the new company to raise funds from other sources.  

Enterprise Ireland recommends that the Higher Education Strategy Group progress:

· The development and implementation of institutional policies that will encourage researchers to commercialise their work.

· The allocation of sufficent authority and responsibility to the TTOs in order to drive a radical improvement in research commercialisation levels.  

· Recognition by the TTOs and their host institutions of the need to improve their visiblity and accessiblity to potential industry partners, and the specification of steps that will be taken to do this.

· The removal of institutional constraints to new company formation, e.g. lack of staff recognition, anti-competitive equity policies, shorter-term financial motivations in licence deals.

3. Open Innovation 

Industry leaders have been using the term Open Innovation for some time. Open Innovation refers to situations where companies that are developing new products or technologies look outside the boundaries of their own establishments to sources of knowledge externally. This includes not only the research community in the Third Level institutions but also other companies and research groups overseas. The objective is to locate and access relevant expertise and direct it to the creation of new technologies of value to the business by embodying it in their products.  To do this effectively requires the company to be R&D-capable, and also to have the skills and experience necessary to work successfully with external research groups. 
Unlike many European countries, Ireland has not developed a set of research institutes dedicated to working with industry. Institutions like the Fraunhofer in Germany, CNRS Centres in France, were created with the intention of their developing new knowledge and transferring it to the benefit of industry locally. Teagasc, of course, is the main research institute in Ireland although historically the approach taken there has been to conduct quite basic research into topics such as best agricultural practices and then disseminate it to the community involved in producing food through training and general promotion. 
Accordingly, it has fallen to the academic system to take up this industry facing role. This has the benefit of engaging a community of intelligent people who are creative and well versed in the science underlying technology development as well as making good use of a State investment which was originally made for other purposes. It has the disadvantage of creating a tension between traditional academic desires in undertaking research driven by personal interest, with an industry expectation of the right answer delivered in an appropriate timescale. To make effective college-industry collaborations work, EI has developed a stepped suite of supports available to encourage more and more collaboration as experience builds. This flows from the Innovation Vouchers to the Competence Centres, allowing the participation of new companies, SMEs and multinationals depending on their ability to absorb and use technology.
Industry will not be able to employ people at high pay rates unless the business is based on adding significant value to products and services. This can most clearly be done by embedding knowledge in the form of technology. The research environment therefore presents itself as a key place in which to find high quality technology opportunities. 

The approach taken by Enterprise Ireland in recent years has been to engage an industry driven approach, using the existing industry base to introduce current market information in the formulation of research agendas. This approach is beginning to operate with some efficiency although further challenges remain. A critical success factor will be the ability of the agencies, EI, SFI, HEA and IDA to work together and also in partnership with the colleges. 

Enterprise Ireland recommends that the Higher Education Strategy Group incorporate the following into their strategy formulation: 

· Institutional recognition of industry – of all sizes - as a key constituency, and the development of strategies to encourage and recognise the value of such interaction 

· Implementation of explicit policies and procedures to reflect this, including a focus within the college at senior level commited to working with industry, the setting of metrics for individual parts of the college for interaction, and the recognition of active industry collaboration within promotional processes. 
· Adoption of a more commercial culture in college dealings with industry, to recognise the different time scales which drive the commercial world
· Senior management encouragement of researchers engage in industry-led research initiatives such as Competence Centres and Industry Led Programmes. 
Some Other Aspects for Consideration:

Education as a Service

During the 2005-7 period, Enterprise Ireland’s internationally traded services clients secured export gains of €510m, of which education services contributed 11% (€55m).  In 2008, the higher education sector had €185m in export revenues: an 18% increase on the previous year.  

Enterprise Ireland has set itself the target of working in partnership with the colleges to increase international student numbers to 40,000 by 2015 (up by 10,000) and export income from this increase of €250m (€65m increase).  To achieve this challenging target will require:
· The development of a co-coordinated national approach,

· A focused approach to overseas markets that will yield the highest returns for the sector,

· Significantly improved operational efficiencies within Irish higher education institutions.

The Higher Education Strategy Group is asked to note these targets and consider embodying them within its recommendations
The Regional Dimension 

Higher education institutions, especially the Institutes of Technology, are an important factor in the balanced socio-economic development of Ireland.  While their very existence has an impact on the local economy, colleges can work with local companies to allow them to tap into the expertise available and to get access to new skills and facilities.  
The IoTs remain small and dispersed institutions with a generally weak research base, with some significant exceptions. To play a proper economic role in regions it will be necessary to invest in the development of appropriate research facilities, focussed on local impact. The research to be conducted in the Institutes must reflect the needs of industry, especially local industry where possible, and should be accompanied with an openness and proficiency in industry engagement. Any move towards the development of purely academic endeavour would not be helpful in this context. Enterprise Ireland has supported the creation of research groups of scale in technical areas that are of direct interest to local industry and there are signs that these centres can play a distinct and much valued role. 
While these colleges are small, they have the potential to work together to a very much higher level of synergy if effective mechanisms can be found. 

The Higher Education Strategy Group is asked to reinforce this applied focus within the IoTs, the validation of a primarily economic role for them and to seek mechanisms whereby greater liaison across these colleges can be achieved.
The International Dimension 

The research areas in which Ireland will develop an international reputation must be enhanced by participation in overseas research programmes.  An ability to collaborate internationally is, first and foremost, a validation of the quality of research.  It has been used by SFI and IDA to attract mobile R&D. The reputation of Irish research is also critical in attracting new students into the system, with the attendant benefit of attracting fees. 
The biggest opportunity for Irish researchers in international collaboration is the EU’s Seventh Framework Programme, with a budget of €50 billion over the period 2007-2013. Enterprise Ireland manages Ireland’s participation in this large-scale undertaking and just over half of the funding that comes to Ireland goes into the academic system. In total, since December 2006 Irish-based organisations took part in submissions seeking €527m in European funding. The total draw-down to Ireland in FP7 to date is €107m, of which €60m went to the higher education institutions and €32m went to Irish business. Enhanced effort is required if the goal of €600m is to be achieved from this non-exchequer source of funding.
The Higher Education Strategy Group is asked to show the importance of Irish participation in the Framework Programme and to:

· Encourage stronger commitment by the Universities in participation, especially building on centres created by the existing investment in research

· Encourage a greater strategic approach, where colleges identify centres of research expertise and ensure that they apply for appropriate parts of the Framework programme, collaborating, where possible with local SMEs

Conclusion

As Ireland faces the most challenging economic circumstances in memory it is essential that the effectiveness of the engagement of the Third Level sector with industry is radically enhanced. Recent years have seen a large investment in the science base by the State. While this investment is part of a long term strategy to move the economy to a more value added basis, it is essential that any quick wins be captured. Enterprise Ireland has worked closely with the colleges over many years to develop the culture and systems necessary for a strong economic role to become evident. The next step is a radical re-appraisal by the colleges of their own commitment and a new focus on impact. 

� Government of Ireland, 2008 “Building Ireland’s Smart Economy: a framework for sustainable economic renewal”.  


� Forfás, 2008, “Enterprise Statistics – at a glance, 2008” 


� While much of this investment has been made in the universities, where the bulk of research expenditure has taken place, there has been a special action to work with the IoTs to give them access to the appropriate skills.
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