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Overview

This UCI policy briefing presents a conceptual model of how universities can contribute to
regional economic growth through knowledge exchange (KE). It forms part of our joint work
programme with Research England and aims to inform and support Research England’s
ambitions to improve the data and metrics available on regional growth focused KE to enable
more effective KE policy and funding programme development and implementation, strengthen
monitoring and evaluation, and drive system-wider learning and improvement.

Our conceptual model distinguishes contributions by universities through KE:

e To supporting specific partners in places as well as helping to strengthen and transform
regional systems.

e To developing not just the assets required for innovation and growth, but also the
capabilities and capacities necessary to dynamically combine assets to produce long-
lived streams of capital, at either level.

It identifies five key types of regional KE roles that focus on (1) generating new opportunities, (2)
supporting partners, (3) connecting individuals and organisations, (4) strengthening regional
conditions and capabilities, and (5) transforming regions.

In developing the conceptual framework, the brief also reveals key considerations for
developing regionally-focused KE funding programmes in the future, including:

e (Clarity regarding types of growth targeted and their complementarities and
contradictions.

o Translation of overarching growth objectives into tangible strategic goals where
universities can make significant contributions through KE.

o Enable synergies and managing conflicts within multi-level governance structures.

e Dealwith the significant complexity of regional economies and the many ways through
which universities and their KE activities, often working with partners, can contribute.

e Ensure regional growth-focused KE funding programmes align with and enable other
policy domains and government priorities.

Background and context

Faced with persistent interregional inequalities in economic growth and productivity, UK
policymakers and funders are increasingly focussing on policies and approaches to drive
regional growth and reduce interregional inequalities. Recent policy developments, such as the
industrial strategy green paper’, highlight UK Government efforts to pursue a mission-oriented,
place-sensitive approach to achieve economic, inclusive, sustainable and resilient growth
which engages and benefits all parts of the UK.

Within this context, there are growing pressures on universities to play a more strategic and
active role in delivering ambitions to raise local economic growth, including through KE.



Developing new approaches to KE funding and enabling universities to deliver these roles is
currently impeded by a lack of fit for purpose data and metrics on regional economic growth
opportunities and challenges, and on the potential of university KE to play a role in addressing
them. In particular, this constrains the ability of Research England and other university-based
research and KE funders to:

o Effectively allocate public funding to enable and incentivise universities to contribute
more actively and strategically to regional economic growth through KE

e Track and evaluate the performance of such policy interventions

e Enable and incentivise effective strategic learning by universities within the system.

What types of regional growth can universities
contribute to?

The recent industrial strategy green paper calls for economic, inclusive and sustainable growth
(Box 1)." These are interrelated as policy objectives at a regional level, and the identification of
complementarities and contradictions between them is increasingly emphasised.

Box 1: Growth definitions

Economic growth refers to continued increases in the size of an economy or sustained
increases in outputs, typically measured as variation in gross domestic product (GDP).

Inclusive growth involves the participation of a majority of citizens in the decision-making
and benefits sharing of the growth process.

Sustainable growth meets the needs of present generations without compromising the
ability of future generations to meet their own needs.

What types of policy approaches encourage regional
growth?

Economic and inclusive growth have long been seen as two ‘sides of the same coin’. Unlike the
space-blind policy approach that has historically dominated research and KE funding, place-
based and place-sensitive approaches in both the EU and US position these as twin
overarching objectives (Box 2).2

Sustainable growth is often seen as complimentary to economic and inclusive growth within
innovation policy, e.g. Bidenomics socially inclusive green-and-secure growth agenda.®
However, sustainable growth has recently been prioritised over the others in the EU, and a
mission-oriented, place-based approach has been developed to drive ‘competitive
sustainability’ as the basis of future regional growth.*®



Box 2: Policy approaches to regional development and innovation

Space-blind approaches are intended to maximise agglomeration to boost overall output,
but offer little to address the problems of declining and lagging-behind areas.

Place-based approaches offer centrally-provided public funding to tackle local/regional
underdevelopment traps, facilitate coordinated and collaborative actions that maximise the
economic potential of a place, and aim to achieve inter-territorial equity.

Place-sensitive approaches aim to encourage agglomeration in as many places as
possible, as a means to maximise productivity over the long run, hedge bets against the
inherent uncertainty of future innovation, and master second-mover processes that diffuse
innovation.

Mission-oriented innovation is intended to mobilise science and innovation to address well-
defined societal objectives and drive equitable and sustainable development, from which
economic growth is assumed to follow.

What drives regional growth?

Sustained productivity growth is a key driver of regional economic growth over the long term.®
The interplay between economic development and innovation policy has seen different drivers
of regional productivity and growth being emphasised over time. These have included
investments in infrastructure, human capital, and innovation (neo-classical economics and
endogenous growth theories), agglomeration and scale effects (new economic geography),
clusters of interrelated and internationally-competitive industries (cluster theory), the capacity
of regional institutions to attract economic activity (institutional economics), and addressing
environmental and public welfare concerns (transformative innovation approaches).

We have incorporated these different perspectives into a conceptual model based on a
dynamic comparative advantage perspective of regional competitiveness.” Within this model, a
key driver of regional growth is sustained productivity growth, which is shaped by:

e Regional endowments of assets, and the comparative advantage these offer that attract
firms and key enabling resources (e.g. talent, finance) to a region

e |ndustrial structure and dynamics in the region, including specialisation and diversity

e The abilities of regional firms to avail of locational advantages (e.g. shared facilities,
knowledge spillovers) and dynamically combine internal and external assets to produce
long-lived streams of ‘capitals’ enabling them to adapt to changing market, competitive
and technological conditions and more productively produce the goods and services
that enable them to compete successfully within their specific sectors and industries.

e The abilities of the region to adapt and transform its economic structure over time (e.g.
developing and retaining new productive industries, sectors, and ecosystems, and
disseminating productive economic opportunities throughout all segments of the
labour force), ensuring patterns of specialisation and diversity are always present that
facilitate the localised increasing returns which enhance comparative advantage and
sustain productivity growth, and ultimately drive long-term economic growth.



How can universities contribute to regional growth?

Universities, shaped by their internal and external contexts, and the available resources and
delivery partners...

Within our model, universities are situated within a regional ecosystem of resources, actors
and institutional architecture (which create formal and informal ‘rules of the game’ that shape
behaviours and choices). The internal and external contexts and conditions (including the
sectoral mix and industry dynamics), coupled with the priorities of the university and its region
and the wider nation, and the available resources and regional delivery partners, shape the
types of KE and wider roles universities can play in driving regional economic growth (Figure 1).

Figure 1  Areas where knowledge exchange can work to develop and strengthen
organisation-specific assets and capabilities to innovate and compete
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... deliver different types of KE aimed at supporting economic growth in their regions...

Universities have developed many KE pathways to work with partners to realise impacts from
their knowledge bases. Insights from academic research and practice suggest five key roles for
university KE in supporting and enabling regional economic growth (Figure 2). Through KE,
universities have the potential to:

o GENERATE new ideas, technologies, expertise, and approaches that unlock new
opportunities for wealth creation and translating and commercialising these through
new venture creation or working with local partners.



e SUPPORT organisations in the region by applying the existing knowledge, expertise and
resources of the university to support their innovation and other business activities (e.g.
helping companies develop and test prototypes, training the workforce, solving
technical problems, and supporting access to new markets).

o CONNECT actors within the region (and to external actors) by acting as boundary
spanners or intermediaries to catalyse relationships and interactions to better connect
the system, act as an honest broker, and help to build capabilities to collaborate.

e DEVELOP the region by strengthening the conditions, capacity, and capabilities of
regional ecosystems to create value and retain more of it locally. This includes for
example by helping to build regional innovation infrastructure, strengthening the
regional skills base, facilitating access to finance, working to attract inwards investment
and talent, building entrepreneurial capabilities and culture within the region, and
strengthening local governance capabilities.

¢ TRANFORM the region helping it to build the capabilities and capacities to develop and
implement mission-oriented and transformative innovation policies that drive
transitions to more sustainable futures.

Figure2 Regional KE roles of universities
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While most of these are well established, the increasing prominence of transformative and
mission-oriented innovation is currently seeing efforts to rethink the KE role of the university
within a region to help it transform and transition towards sustainable growth and tackle
complex societal and innovation challenges.®

We must also recognise that universities can impact on their regions through wider, non-KE-
related roles, e.g. through acting as a source of employment and procurement.



... and through these KE roles, contribute to regional economic growth in different ways, both by
helping specific organisations and the regional system to create and retain more value

Through these types of KE, they can contribute to regional economic growth through different
routes, not least by:

1. Working with companies and others located within the region to innovate and compete,
and by creating new ventures that open up new opportunities for value creation
(‘enabling partners in places’), and

2. Working to transform the region within which these organisations operate, increasing
the potential for greater value to be created and retained within the region, and driving
regional competitiveness and growth (‘transforming places’).

At the organisation-level, the KE activities of universities can help to develop and strengthen the
core assets required to innovate and compete (e.g. skills, technology/know-how, data and
information systems, financial assets, facilities and equipment, networks and relationships,
and organisation / business model). In addition, and perhaps more importantly, they can help
organisations build the capabilities and capacities to combine these assets to create long-lived
streams of value (e.g. through products and services). Key organisation-level capabilities and
capacities that are believed to drive firm innovation and competitiveness are shown in Figure 3.

Figure 3 Areas where knowledge exchange can work to develop and strengthen
organisation-specific assets and capabilities to innovate and compete
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At the regional system-level, the KE activities of universities can help the region to build up and
strengthen its core capital stocks (Figure 4) — for example human capital, knowledge capital
(including codified knowledge, know-how, formal IP etc.), physical capital, (access to) financial
capital, social capital, institutional capital (including norms and culture, leadership and
regional governance), and natural capital (including environmental stocks and systems).



Figure4 Areas where knowledge exchange can work to develop and strengthen system-
wide assets and capabilities to drive regional competitiveness and growth
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As with efforts to enable and support individual organisations to innovate and compete,
perhaps more important are the efforts through KE to strengthen the capabilities and capacities
of the regional system to combine these capital stocks to enable long-lived streams of value to
be created and retained within the region (Figure 4). At this level, the KE activities can
contribute to the innovative capacity of the region to deliver, support and sustain innovative
activity; to the entrepreneurial capacity of the region to create and nurture new ventures
creating opportunities to drive new sources of economic and societal wealth; to build up the
ability of the region to absorb and exploit knowledge to drive innovation and growth; to
strengthen and facilitate individuals and organisations to interact and collaborate; and to
strengthen the institutional capabilities within the region to develop and implement regional
growth-focused policies, strategies, and actions. Furthermore, in recent years there has been
growing attention to the role of universities, through their KE activities, in enabling regions to
build their capabilities and capacities to transform regions to address complex societal
challenges.

Bringing these insights together results in our full conceptual model for capturing how
universities can contribute to regional economic growth through KE (Figure 5).
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Figure 5

(A)
Internal and external contexts and conditions of universities, coupled
with priorities of the university, their region and nationally, and the
availability of resources and regional delivery partners...

EXTERNAL CONTEXT

Path dependant evolution of e.g.:

Characteristics and needs of a place (e.g.
level and trajectories of development,
historical legacy, absorptive capacity,
innovative character, geographic
proximity of firms to university)
Structure & dynamics of regional
industrial value chains

National and regional policy context (i.e.
policy is determined centrally or locally)
Regional development governance
(regional governance quality & type,
multi-level governance arrangements)

~

External resource
availability &
priorities

REGIONAL DELIVERY
PARTNERS

(including other universities,
local gov't, private & charitable
orgs)

UNIVERSITY

REGIONAL GROWTH
OPPORTUNITIES

INTERNAL CONTEXT

Path dependant evolution of e.g.:

University characteristics (e.g. agt
history, size, research specialisations &
quality, critical mass in specific domains)
Faculty, staff and student characteristics
(e.g. motivations, capabilities, capacity,
sustainability of engagement)
Co-specialisation with regional industry
base

Presence and capabilities of
intermediaries

INTERNAL DELIVERY

PARTNERS
(e.g. Leadership, academics, KE
professionals, others)

Internal resource
availability &
priorities

(8)
... shape the types of KE and wider roles

universities can deliver to help drive regional

economic growth...

KNOWLEDGE EXCHANGE
ROLES

(©
... by helping organisations located in their regions (‘enabling partners in places’), and
by building regional assets and regional capacities and capabilities to exploit these
assets (‘transforming places’)...

Building REGIONAL CAPACITIES AND CAPABILITIES to use regional assets

TRANSFORMATIVE capacities and capabilities to address complex societal challenges

COLLABORATIVE capacity to enable collaboration within regional innovation systems

INNOVATIVE capacity and
capabilities to deliver,
support and sustain
innovative activity

[ INSTITUTIONAL capacity to enable policy design, co-creation, and implementation

ENTREPRENEURIAL
capacity to support
enterprise formation

identify, assimilate, and
apply knowledge within thi

ABSORPTIVE capacity to
e
region

' R

TRANSFORMATIVE ROLE
Supporting regional sustainability
transitions and mission-oriented
innovation
( DEVELOPMENTALROLE
Strengthening conditions and
capacities of regional ecosystems to
create and capture value

BOUNDARY-SPANNING ROLE
Acting as intermediaries to facilitate
relationships and network links

SUPPORTING ROLE
Applying knowledge and resources
to support regional innovators

GENERATIVE ROLE
Generating new knowledge, and
translating and commercialising ideas

& new technologies

OTHER ROLES

NON-KE ACTIVITIES
E.g. research & teaching activities |
Indirect spillovers | Real estate |
Source of employment &
procurement | Contributions to built
environment, tourism & cultural

vitality

Knowledge (incl.
codified knowledge,

IP, artistic content,

best practices, software)

Physical (incl.
infrastructure, homes,
machines, ICT

Adding to REGIONAL CAPITALSTOCKS OF ASSETS that underpin growth

Human (incl. embodied skills,
7 knowledge, health)

3 Natural (incl.
Q environmental stocks
' and systems

Social- (incl.
social networks, norms,
relationships, trust,
leadership, governance,
institutions)

services

Financial (economic resources)

Full conceptual model of how universities can contribute to regional growth through knowledge exchange

()
... to enable specific organisations in the region, and the region as a whole, to create
and capture more value and compete more effectively, delivering measurable
changes to socio-economic indicators over the long-term.

SYSTEM-LEVEL EFFECTS

Raised productivity

Increased and
higher value
employment

Increased business
dynamismand
entrepreneurship

Enhanced
sustainability

Enhanced
competitiveness
and export-
oriented clusters

Helping

in region to

CAPABILITIES to innovate and compete

DYNAMIC capabilities to sense, seize and continually reorient organisation towards new

opportunities ]

INNOVATIVE capabilities to
develop innovative products
and services and position
them in the market, and
innovation processes

ENTREPRENEURIAL ABSORPTIVE capacity to
capabilities to commercialise || to identify, assimilate, and
opportunities, including exploit knowledge from
through starting and growing || the external environment
new ventures and entities

Building / improving ORGANISATIONAL ASSETS that underpin performance

reputation, systems,
culture, strategy)

Relational (incl. suppliers,

Human (incl. skills, experience, knowledge,

creativity)

Technology/IP & know-

how (incl. knowledge
assets, know-how, R&D
specialised processes)

| Information (incl.

information

partners)

Physical (incl. land, buildings,

equipment, raw materials and products

A\ systems, and technology
> infrastructure)

Monetary (Cash, financial
assets)

Better quality of life
locally

Attraction of
inward investment
and talent

Increased resilience

Increased social
inclusion

Delivery of
targeted strategic
actions

ORGANISATION-LEVEL EFFECTS

Improved / new
goods & services

Improved
productivity

Strengthened
competitive

position

Business growth

Reduced
production costs

Enhanced financial,
environmental &
social performance

New business
creation

Access to new
markets

Increased
innovation levels

Enhanced
reputation

Agglomeration &
scale effects

Economic, inclusive and /
or sustainable growth &
development




Implications

This UCI policy briefing note presents an emerging conceptual model for thinking about the
different pathways through which universities can contribute to regional economic growth
through their KE efforts. Underpinned by a dynamic comparative advantage perspective of
regional competitiveness, our model in effect provides the backbone for a ‘theory of change’ to
guide Research England’s ambitions and efforts to develop better data and metrics in this area
of policy, and ultimately to deliver more targeted and effective approaches and funding
programmes aimed at enabling universities to grow their contributions to regional growth.

At the heart of our model is the recognition that universities can contribute to their regions
through KE both by working to support companies and others who are located within the region,
as well as by working to strengthen and transform the places within which these organisations
operate with the aim of increasing the potential for greater value to be created and retained
within the region for the benefit of its population over time. We further distinguish between
contributions universities can make through KE to not just helping organisations and regions to
build specific assets and capital stocks but also to the capabilities and capacities of these
organisations and system to leverage their assets to create and capture value within the region.

Towards better data and metrics for regional growth-focused KE

We are not aware of any datasets, except perhaps ad hoc data collections assembled as part of
specific research studies, that are able to capture these different types of contributions of
universities to regional growth through KE in a systematic and comprehensive way across all
universities. The primary national KE data collection, the Higher Education Business and
Community Interaction (HEBCI) survey historically collected the amount of income secured by
universities from different types of KE from partners within their region, however there were
questions regarding the quality and completeness of the data. It also (still) collects information
on the amount of income secured by HEPs for regeneration and development programmes
(once dominated by funding from the European Regional Development Fund and other
European funds). The Knowledge Exchange Framework (covering England only) also seeks a
narrative statement from universities capturing how they contribute to local growth and
regeneration. These are rich with detail but are hard to compare across universities. Significant
effort is therefore required to identify where more systematic data would be beneficial and for
what purposes, and how such data could be collected. This is the focus of a major joint work
programme between UCI and Research England.

Towards more effective KE funding programmes for strengthening regional growth

The insights and evidence that underpinned the development of the model also pointed to
several key issues that national funders of university KE should consider as they look to develop
new funding programmes aimed at supporting and enabling regional economic growth. This
includes being clear about the types of growth being targeted (for example economic, inclusive
and sustainable growth) and the complementarities and contradictions between different
objectives. Significant effort is also required to translate the overarching objective of increasing
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regional growth into more concrete building blocks where more tangible targets can be
developed. There are also significant challenges — particularly in the UK given its very complex
and fragmented sub-national geographies —in enabling synergies, as well as managing
conflicts, between different levels of national-to-local governance structures.

Considerations also need to be given to:

o Whether funding programmes and allocation approaches should be ‘neutral’-i.e.
incentivising innovation in general without prioritisation of technologies, fields, sectors
or populations of firms where it is regarded as insufficient — or non-neutral (as in the
case of Smart specialisation).

e Therelative benefits and disadvantages of adopting place-based, place-sensitive
approaches, or other approaches.

e Ensuring that approaches mitigate against policy lock-in and local policy capture by
groups with misaligned interests.

e How aregional growth-focused KE funding programme is dependent on, aligns with,
and enables, other policy domains and government priorities.

e How to deal with the significant complexity of regional economies and the many ways
through which universities, often working with partners, can contribute.

e How to monitor and evaluate the effects and impacts of KE funding programmes in this
space, given the significant complexity and interdependencies that exist.

e How strategic learning by universities and within the system can be enabled and
enhanced through data sets and metrics to drive improvement in how regional
economic growth contributions are delivered.

In conclusion, universities have the potential to play a significant and transformative role in
their local economies, working with partners to increase regional economic performance.
Given the many challenges we face as a nation, it is imperative that we provide the support and
resources needed to unleash this potential. In doing so, we need to ensure we have the data
and evidence need to create well targeted and effective funding programmes and incentives, to
drive learning with the system, and to ensure progress towards strengthened regional economic
performance is being delivered.
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