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Summary  
 
During a meeting of the Science and Technology on industrial strategy and research and 
development funding, the Committee heard from: 
 
(Group 1) 

• UK Research and Innovation Strategy Director Rebecca Endean 

• Universities UK Research Policy Network Chair Professor Paul Boyle 

• British Academy Chief Executive Alun Evans 

• University of Sheffield Pro-Vice Chancellor for Research and Innovation Professor 
Richard Jones 

 
Summary 
 
The Budget 
 
Opening the session, Liberal Democrat Committee Chair Norman Lamb asked the first group 
of witnesses what measures they wished to see announced in the upcoming Budget. 
 
Alun Evans replied that the British Acamdey wished to see further commitment to the 
government’s indutrial strategy, with particular focus on the role of the services sector 
within the strategy. Mr Edwards argued that this is where Britain’s competitive advantage 
lies. 
 
Ms Endean said that she hoped to see the government build on the £4.7bn that was 
allocated by Chancellor Philip Hammond in last November’s Autumn Statement to research 
innovation and industrial strategy. 
 
Professor Jones said that his colleagues wished to see more detail on how the government 
plans to reach its perviously stated target of spending 2.4% of UK GDP on research and 
development within ten years.  
 
Mr Lamb asked Professor Jones if he had a view on how much in extra funding that 
government will have to commit in order to reach the 2.4% figure. 
 
Professor Jones responded that while the additionaly money provided in the Autumn 
Statement had been welcome it was not “sufficient”, adding that there was a very necessary 
increase in private sector investment required. 
 



Professor Boyle added that there is interest in thinking about where R&D expenditure was 
invested. He said that Universities UK would support clusters of universities togetherfunding 
and supporting businesses in particular ways.  
 
“While we strongly support excellence as the main driver [for funding] we support 
networking”. 
 
Private Sector Investment in R&D 
 
Mr Lamb then asked how much the public sector could expect the private sector to invest 
alongside the £2bn government is currently investing in R&D. 
 
Professor Jones replied that the typical pattern for investment of this kind was typically 
double from the private sector compared to what is normally funded publicly.  
 
He added that the UK currently has low private sector R&D investment on this basis with 
more than half of all business R&D spending in the UK coming from international 
companies. He added his concern that this capital could be “footloose”. 
 
International comparisons 
 
Mr Lamb referred to a report published by the Department for Business, Energy and 
Industrial Strategy that argues that Britain is “losing ground in the global research race”. The 
Chair then asked whether the UK’s fall down the global league table was matched by the 
performance of other European countries. 
 
Mr Evans said that compared to Germany and France, the UK had “a lot of work to do”. 
However, when compared to China, it was too early to say, but that there would need to be 
a significant step change if the UK was to reach a target of spending 3% of GDP on R&D. 
 
Ms Endean added that where the UK led the world was in its effectiveness in terms of the 
number of outputs produced per pound spent. 
 
Professor Jones added that it wasn’t sufficient to say that the UK needs to hit a target of 2.4 
per cent of GDP spent on R&D – It was also necessary to think about how that spending is to 
be distributed across different disciplines. 
 
Mr Lamb asked the witnesses for their views on the impact of Brexit on the private sector’s 
willingness to invest in R&D more broadly. 
 
Mr Evans said that he was yet to see any evidence to suggest any positive or negative 
effects on private sector R&D of the UK’s vote to leave the European Union. 
 
Conservative MP Stephen Metcalfe asked whether the seven or eight areas funded through 
the Industrial Strategy Challenge Fund constituted a strategy. 
 



Professor Boyle said that he thought there was progress being made in putting together an 
industrial strategy. 
 
Professor Jones responded by saying that the Industrial Strategy Commission was keen to 
move away from a completely supply-led approach to innovation and towards a demand-
led approach. He said that the two areas where he saw this most was in the health and care 
sector and the decarbonisation of the economy. 
 
He added that there needed to be a much more focused approach from government to see 
how they could bring private sector innovation in and hopefully bring spending up to 2.4 per 
cent of GDP. 
 
Labour MP Stephanie Peacock about the extent to which the witnesses felt that the funding 
already allocated through the Industrial Strategy Challenge Fund amount to good value for 
money. 
 
Professor Jones replied that it was good to compare direct funding instruments, such as 
grants, with more indirect instruments – such as R&D tax credits. He added that he was still 
unsure about the extent to which R&D tax credits had been effective. 
 
He also noted what he described as a consensus among economists that the Patent Box tax 
reliefs had been a “terrible piece of public policy”.  
 
Referring to the impact that such arrangements have had on towns like Barnsley, where Ms 
Peacock is the MP, Professor Jones noted that the town has a poor skills and infrastructure 
base. 
 
He added that if the country was to focus too much on elite science then that would be the 
wrong approach to funding R&D. 
 
He said that R&D can drive prosperity in poorer parts of the country, and he emphasised the 
important role that infrastructure would play here.  
 
Regional funding disparities 
 
Labour MP Graham Stringer moved on to ask the witnesses their views on what he saw as a 
funding disparity across the country when it came to R&D funding, both publicly and 
privately allocated. 
 
He also wanted to know what the witnesses felt the role of UK Research and Innovation was 
in changing this disparity. 
 
Ms Endean said that UKRI’s work was intended to lead to economic growth, adding that the 
country threw away the principle of funding research on the basis of excellence at its peril.  
 
She emphasised her view that it would be a mistake to fund “non-excellent” science, adding 
that making funding decisions was always harder when it was a zero-sum game. 



 
Mr Stringer countered this view by arguing that the Francis Crick Institute could have been 
located in Manchester or Leeds instead of London.  
 
Professor Boyle argued that it was clear there are areas of research excellence outside of 
the so-called golden triangle elite universities based in London, Oxford and Cambridge. 
 
Mr Evans argued that the challenge for UKRI was whether they would be willing to change 
the split between the seven funding councils. 
 
European research funding 
 
Labour MP Martin Whitefield asked the witnesses how much they felt it was worth 
continuing to pay into the European Commission research and innovation programme 
‘Horizon 2020’ after Britain’s exit from the EU. 
 
Professor Jones said there was consensus in the Royal Society that it was valuable as it 
currently gives UK research bodies connectivity and competition. He argued that the 
European Research Council raises the standards of research in the UK. 
 
He argued that since research is a collaborative effort, the UK could benefit enormously 
from collaboration. His colleagues currently have access to a network of high-tech SMEs. He 
continued that Britain’s affiliation with the EU research bodies was worth more than the 
country was currently paying into them. 
 
Mr Evans said that there was an urgency in coming to a decision about this issue, as it would 
determine whether researchers from overseas would want to work in the UK. 
 
Professor Boyle argued that the UK should remain part of the European funding system if it 
was still possible. He added that there was an urgency around determining what the 
transitional system once the UK’s official departure from the UK would look like. 
 
He felt that the government “clearly” wanted the UK to remain in the Horizon 2020 
programme until in ends.  
 
He ended by voicing his concern that the UK may fall out of the European Research Council 
funding system before having to re-join once the UK has left the EU. 
 
 
 
 
 
 
 
 
 
 



Group 2 
 

• Innovate UK Chief Executive Dr Ruth McKernan  

• University of Cambridge Centre for Business Research Senior Research Fellow Dr 
David Connell 

• Confederation of British Industry Director of Innovation Tom Thackray  

• TechUK Head of Public Affairs Tom Morrison-Bell 
 
 
Brexit uncertainty and R&D spending 
 
Opening the second session, Liberal Democrat Committee Chair Norman Lamb asked how 
the witnesses felt uncertainty surround Brexit was affecting investment in R&D. 
 
Opening the discussion, Mr Thackray outlined the findings of a recent survey conducted 
among CBI members on this issue. He said that around 30% of companies had put some 
investment decisions on hold. 
 
He added that the CBI expected that proportion to increase over time as the UK fails to 
move on from phase one of the EU exit negotiations. 
 
My Thackray acknowledged that the results of the survey could not be split into different 
types of investment but that he imagined that R&D was a large part of the 30% figure. 
 
Mr Morrison-Bell said that TechUK shared this position, adding that his organisation would 
support the government setting out a roadmap on how the country could to get to the 2.4% 
of GDP figure for R&D spend. 
 
Dr McKernan added that the SME instrument within the Horizon 2020 programme had been 
very valuable. She said that she regularly hears from SMEs that they are concerned about 
unable to hire people and make connections once the UK leaves the EU. 
 
Mr Lamb then asked the witnesses whether it was a good idea for the government to 
publish its Industrial Strategy White Paper before Britain’s departure from the EU in 2019. 
 
Mr Thackray said that it would be useful to have the white paper out before Brexit because 
businesses needed to focus on where they could invest. It would also offer clarity on 
Britain’s position regarding Horizon 2020 and Framework Programme 9. 
 
Dr McKernan voiced her agreement with this position. She added that to be competitive, 
the sooner the white paper was published the better. 
 
Research excellence Vs Redistributing R&D funding 
 
Labour MP Graham Stringer asked the witnesses their view on how much of a priority 
redistributing research funding outside of existing centres of excellence should be. 
 



Responding, Dr McKernan said that Innovate UK’s research suggested that funding from 
them doesn’t go to the ‘golden triangle’. 
 
Mr Stringer countered by saying that this was the case in terms of basic grant awarding. 
 
Mr Thackray said that there was excellence in every region of the UK. Universities can give 
support to local institutions, he argued. He added that there was opportunity to fund local 
businesses from the across the country. 
 
Mr Thackray then warned that the UK needed to be careful as to whether it pursued 
research excellence or capacity building. He added that the country should be measuring 
where investments are made. 
 
He argued that it wasn’t only about helping cutting edge technology but also about helping 
existing businesses. He then raised the question of what would happen to places that were 
not being well served by political infighting within local authority areas, citing the Sheffield 
City region as an example of this ‘political infighting’. 
 
Mr Stinger then asked how important infrastructure was in “spreading out” the golden 
triangle. 
 
Mr Morrison-Bell said the technology jobs were being created across the country, adding 
that innovation occurs at the intersection of different sectors, citing the example ofcyber 
security in self-driving cars. 
 
He went on to say that while the UK’s digital infrastructure was “generally good”, in the 
context of an industrial strategy there had been too much focus on digital infrastructure 
from the point of view of the customers’ needs.  
 
He argued that there needed to be more of a focus on things like upload speeds for 
businesses. This is already being done in Hong Kong, where it is built into the planning 
system. 
 
Overall strategy 
 
Conservative MP Stephen Metcalfe asked the panel their views on the sector deals already 
published 
 
Dr McKernan said that the ‘challenges’ brought forward through the ISCF were a forward 
looking way of creating economic growth. 
 
My Morrison-Bell said that the deals might do well where there are market failures. He 
added that TechUK was looking at a cyber sector deal focusing specifically on the internet of 
things. 
 



Mr Morrison-Bell suggested that a broad technology sector deal would not look very 
feasible. The diffusion of digital technology is one of the things you can do to increase 
productivity in the short term, he added. 
 
Mr Thackray added that the frustration for some areas of industry was that they don’t know 
the framework or parameters for engaging with government. 
 
Incentives 
 
Conservative MP Neil O’Brien asked the panel their views on the different government 
schemes designed to support investment in R&D. Were these scheme attractive? 
 
Mr Thackray said that it was necessary to look at the balance of the schemes. He said the 
current balance of funding was split at a 10:1 ratio between research and innovation. 
 
In response Mr Morrison-Bell said that the overall ambition should be that the R&D budget 
should be spent in the UK, adding that R&D tax credits were valuable for this reason. 
 
He added that the overall ‘pie’ for R&D spend in the UK is currently just under the EU 
average, but examined on the basis of individual businesses it is almost as good as the 
United States. 
 
Dr Connell said that these various policy levers were directed through different parts of 
government – adding that he had not seen a lot of joined up thinking in this area. 
 
Dr Connell described his work studying the history of successful British technology 
companies. He said that these companies tended to avoid venture capital, opting instead at 
the early stages for customer funded R&D. 
 
Many of these companies started working in areas that were of no interest to venture 
capital. 
 
Dr Connell went on to argue that there should be a greater focus on demand-led research 
programmes, like the Small Business Research Initiative.  
 
On R&D tax credits, Dr Connell argued that these reliefs have had no significant effect on UK 
business R&D spending as a proportion of GDP. In fact, net R&D expenditures from 
companies using their own funds appears to have declined as a proportion of GDP, he 
added. 
 
He said that this suggested that R&D tax credits were not “the best solution”, and that the 
money allocated to these tax credits should be spent differently.  
 
Dr Connell also said that R&D tax credits helped companies that were backed by venture 
capital. 
 



Referring back to his work studying the performance of past successful British companies, 
Dr Connell said that his research does not align with the idea that academic research is a key 
driver of R&D. 
 
Dr McKernan said that the interventions used to incentive R&D depends on what you are 
trying to deliver. 
 
She said that if you are trying to deliver demand-led programmes while solving regional 
disparities, then the ISCF is a good way of doing it because it encourages the entire supply 
chain to work together. 
 
Another question Dr McKernan raised was the best way in which to scale up businesses 
sufficiently quickly. Innovate UK funding awarded through accelerators save businesses a 
year in doing this, she said. 
 
Mr Morrison-Bell said that demand-led incentives were useful for the diffusion of tried and 
tested technologies coming to market. He argued that they need to be a balance.  
 
He argued that the UK was not offering its incentives in a vacuum. The country needed to 
see this in the context of what countries like Ireland are offering post-brexit. 
 
Mr O’Brien asked the witnesses their views on the efficacy of the SBRI.  
 
Dr Connell said that SBRI was about enabling spending departments to develop technology 
for policy reasons. The various scheme that have been part of the SBRI have been a mixed 
bag, he added. 
 
He explained that some parts of government have been very active users of SBRI, citing NHS 
England. 
 
But he added that many government departments regard it as BEIS’s job to fund businesses. 
The initiative has also not been consistent with its own guidelines, with some competitions 
being very adhoc. 
 
Finally, Mr Lamb asked the witnesses about a Treasury view that pension funds could be a 
source of funding for patient capital investments in R&D. Mr Lambs wondered if this idea 
has potential. 
 
Dr Connell said that in the past pension fund have been reluctant to invest in early stage 
venture capital. 
 


