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1. As the representative body of Scotland’s 19 higher education institutions, 
Universities Scotland welcomes the opportunity to participate in the Science 
and Technology Committee’s inquiry into ‘balance and effectiveness of 
research and innovation spending’. 

2. We welcome the increased investment into research and innovation, and the 
clear emphasis in the Industrial Strategy on universities as important 
contributors to, and drivers of, economic growth. We know that:  
 An increase of 10% in public R&D results in an increase of 1.7% in Total 

Factor Productivity which results in higher economic growth1  
 The economic returns to public R&D are around 20% (i.e. a net benefit)2  
Therefore we consider that the approach of increasing investment in 
university research and innovation is a rigorous approach to reaching the R&D 
intensity target.  

3. Our key points are:  
 The UKRI review of balanced funding must engage with devolved nation 

universities; 
 BEIS and Research England must be clear whether funding is UK-wide or 

England-only;  
 There is a need for a formal agreement between UKRI and Scottish Funding 

Council (SFC); and,    
 There is a need for increases to Research Excellence Grant (REG) and 

Universities Innovation Fund (UIF) in Scotland. A sustainable sector is 
critical to meeting the 2.4% target.  

4. The UK research base is known to be world-leading - ranking first for field 
weighted citation impact amongst comparator countries. Evidence also shows 
that the UK research base is highly productive, for example, the UK ranks first 
amongst comparators for articles per million of R&D expenditure. 3 We are 
starting from a position of strength in terms of both quality and effectiveness. 

5. However, while the UK research base is world-leading many countries are 
investing in research and emerging nations are improving steadily. A BEIS 

                                                            
1 European Commission, The Economic Rationale for Public R&I funding and its Impact,, March 2017 
2 Ibid  
3 Elsevier, International Comparative Performance of the UK Research Base, 12 October 2017  

https://ri-links2ua.eu/object/document/326/attach/KI0117050ENN_002.pdf
https://www.elsevier.com/research-intelligence/resource-library/international-comparative-performance-of-the-uk-research-base-2016
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commissioned Elsevier report4 noted that ‘although there is no doubt that the UK 
is well-positioned to remain a leader on the global research stage, this can only be 
sustained by continued investment in its national research base’.  

The importance of dual support operating across the whole UK  

6. The UK dual support system is hugely important to the UK’s world-leading 
science base. Broadly this provides:  
 Underpinning capacity for research provided via the devolved nation 

Funding Councils based on past performance  
 Competitively awarded forward facing project funding (from UKRI, 

charities, industry etc.) which is usually UK wide (or broader)  
7. Any discussion about the balance of funding must recognise that the 

underpinning funding is allocated by devolved governments, therefore a 
decision taken at UK or English level can have different impacts in devolved 
nations.  

8. The current UKRI review into balanced funding (considering ‘English dual 
support’) is of significant concern to universities in devolved nations. The dual 
support system is UK wide, and highly competitive. Any changes from an 
English perspective could have significant effects on Scottish universities 
which operate in this UK-wide system. This review should engage with 
devolved nation universities and any recommendations should fully take into 
account the potential implications for devolved nations.  

9. One of the challenges we have found recently with funding announcements is 
a lack of clarity as to whether funding is directed towards England or is UK-
wide (particularly in terms of the National Productivity Investment Fund). 
Indeed, getting clarity on the total value of the increase to Research England’s 
budget (and the phasing of this) has been very difficult. BEIS science 
allocation announcements, and Research England’s budgets and 
announcements of new programmes, must be clear whether funding is UK-
wide or England-only. England-only investments will lead to a Barnett 
consequential and it is very important we are able to track these changes. 
While we accept it is the decision of devolved governments what funding 
choices they make using such funding, it would be beneficial to ensure 
transparency and clarity about English-only or UK-wide research and 
innovation spend.  

The balance across dual support  

10. As the number of opportunities for universities grows it is important that HEIs 
are enabled to maximise these opportunities. There is a need for increases to 
Research Excellence Grant (REG, the Scottish equivalent of QR) and 
Universities Innovation Fund (UIF, the Scottish equivalent of HEIF) on a 
long-term basis to enable HEIs to fully engage with those opportunities and 
to deliver impact over a reasonable timeframe.  

                                                            
4 Ibid  



 

Universities Scotland is a Scottish charity, SC029163, regulated by the Scottish Charity Regulator (OCSR) 

 
 

11. Currently Research Councils provide 80% of calculated full economic costs. In 
order for universities to engage with these new schemes universities must be 
funded appropriately to be able to afford to conduct the research. This is one 
of the roles role of REG/QR and therefore an uplift in the context of greater 
expenditure makes sense.  

12. We know that the number and scale of funds can be challenging for 
businesses, particularly small businesses, to engage with and universities have 
an important role as a locus for partnerships. There is a need to ensure 
universities have the capacity to contribute in this way. This was part of the 
rationale for the recent award of additional UIF to universities (in line with the 
increased HEIF for English HEIs) by Scottish Government for 2018/19.  

Balance of funding across research and innovation / applied and fundamental  

13. While research is on a continuum, rather than strictly applied or fundamental 
we do wish to emphasise that the impact of research is not necessarily linear.5 
Providing investment in bottom up, responsive mode funding is critical to 
underpin new ideas and approaches which lead to new industries.  

14. UKRI includes Research England, the organisation responsible for 
underpinning research and knowledge exchange in England. This close 
connection is of concern to universities in devolved nations. The purpose of 
bringing together Research Councils and Innovate UK with Research England 
is to expand the strategic capacity of the one organisation (UKRI). Universities 
in devolved nations may not benefit from such alignment and in such a highly 
competitive funding environment the potential benefits of this closer 
relationship could inadvertently disadvantage devolved nation HEIs. The 
recent collaboration agreement6 expanded on this connectivity, noting areas of 
mutual interest between UKRI (including Research England) and Office for 
Students (the English regulator). At the level of principle we can see value in 
SFC having a similar agreement with UKRI. It is hugely important that UKRI 
operates for the benefit of the whole of the UK and we consider long-term 
formal arrangements will enable this. We continue to believe there is a need 
for a Memorandum of Understanding between UKRI and the devolved 
administrations and ongoing consultation on the development of UKRI’s 
strategy and implementation plans.7  

15. We value the opportunities of the Industrial Strategy but note that the 
Strategy is a complicated mix of reserved and devolved policy areas. Scotland 
has different structures to the rest of the UK and a number of pillars are partly 
or completely devolved; similarly achieving the missions will require a mix of 

                                                            
5 Universities Scotland, Research Impact in the Year of Innovation, Architecture and Design, February 2016 
6 Office for Students and UKRI, Collaboration Agreement, 12 July 2018 
7 UK Parliament, Hansard, Columns 1918-1920, Volume 779, 15 March 2017 

https://www.universities-scotland.ac.uk/publications/research-impact-in-the-year-of-innovation-architecture-and-design/
https://www.officeforstudents.org.uk/media/edfef227-1ae9-4a7b-bf77-eb267d84c4fb/collaboration-agreement-schedule-ukri-ofs.pdf
https://hansard.parliament.uk/Lords/2017-03-15/debates/41A6414B-1C2D-499C-B140-2E67970A4836/HigherEducationAndResearchBill
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policy levers at devolved and reserved level. To ensure that the Industrial 
Strategy delivers for the whole UK it will be necessary to ensure close 
collaboration between UK and Scottish Government – particularly to 
understand the different industrial strengths and structure (e.g. Scotland has  
a heavily SME dominated business base) in Scotland.  

16. This will of course impact on UKRI’s work as UKRI aims to support growth 
across the UK. From the Strategic Prospectus, UKRI notes that it will ‘further 
develop our place-focussed policies through, for example, local industrial 
strategies’.8 Local industrial strategies are developed by LEPs so this is 
England only. UKRI must be as mindful as UK Government of different 
structures across the UK in delivering on its Industrial Strategy ambitions.  

Research in universities is underfunded  

17. The full cost of research is not being met. Recent work from HEPI examined 
the underfunding of research in universities, showing that there is a research 
deficit of £3.3Bn per annum in the UK.  

18. There is a funding ecosystem within HEIs by which each HEI is cross-
subsidising research from other sources (for example international student 
fees). In Scotland £1 in every £20 of teaching surplus funds research, 
compared to £1 in every £7 at the UK level. Scottish HEIs have a lower capacity 
to cross-subsidise research due to a different funding system for 
undergraduates. For the avoidance of doubt, publicly funded teaching makes a 
deficit in Scotland therefore the assumption in this calculation is that non-
publicly funded teaching subsidises publicly funded teaching first in order that 
teaching overall covers costs. 9 This difference must be an important 
consideration in the UKRI balanced funding review.  

19. We are increasingly seeing financial pressures on the sector which challenge 
universities capacity to deliver on their missions. In order to meet the 
ambitions of UK Government to reach the 2.4% target, and Scottish 
Government’s ambitions for sustainable economic growth HEIs must be 
sustainably funded.   

Demand for research funding  

20. Success rates for applications to the UK Research Councils and Innovate UK 
are generally at 20-30%10, already with demand management systems in 
operation. Although we do not know the proportion of the applications that 
are of high quality and ‘fundable’ we consider that this shows how 
competitive the funding landscape is and indicates capacity for further 
investment.   

                                                            
8 UKRI, Strategic Prospectus: Building the UKRI Strategy, May 2018  
9 HEPI, How much is too much?, November 2017  
10 This includes: Innovate UK (personal communication from UKRI referring to Scottish success rates), MRC, 
AHRC (responsive mode), BBSRC, EPSRC, MRC (grants), and ESRC. Outside this range includes: NERC 
(responsive mode 18/19% as of January 2018), MRC (fellowships – 18%), AHRC thematic (49%) and STFC 
(65%). September 2018.  

https://www.ukri.org/files/about/ukri-strategy-document-pdf/?pdf=Strategic-Prospectus
https://www.hepi.ac.uk/wp-content/uploads/2017/11/HEPI-How-much-is-too-much-Report-100-FINAL.pdf
https://ahrc.ukri.org/about/statistics/competitionstatistics/
https://bbsrc.ukri.org/documents/17-18-success-rates/
https://epsrc.ukri.org/funding/fundingdecisions/successrates/
https://mrc.ukri.org/research/funded-research/success-rates/
https://esrc.ukri.org/about-us/performance-information/application-and-award-data/
https://nerc.ukri.org/funding/application/outcomes/success/discovery-open-rates/
https://ahrc.ukri.org/about/statistics/competitionstatistics/
https://stfc.ukri.org/funding/funded-grants/grant-success-rates/
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21. While it is too soon to comment in detail on the success of the Industrial 
Strategy Challenge Fund (ISCF) it does seem to have galvanised university-
business relationships. Looking at the expressions of interest procedure for 
wave 3 of ISCF this requested £12.5Bn across 252 submissions with just over 
£10.2Bn coming from industry11 - this demonstrates that this approach can 
leverage industry R&D commitment.  

22. While we see continued pressure in the university system we do see there is 
considerable scope for more, if universities are supported appropriately to 
deliver on this potential.  

23. In considering the investment in research it is important to consider the wider 
role universities play, including: capacity building, hosting infrastructure, and 
being a source of diverse views and expertise. We discuss these briefly in the 
following paragraphs. This again emphasises the importance of a sustainable 
sector and the value of investment into this research and innovation capacity.  

24. To achieve the 2.4% target for research and development by 2027, and the 
longer term goal of 3% GDP spend on research and development it is 
necessary that the UK has the human capital to undertake this research. 
Recent research indicates that the growth in researcher numbers in the UK is 
low but steady12 but we are not persuaded that this is sufficient to meet 
Government’s ambitious targets. For example, in Sweden – which ‘stands out 
for its high gross spending on R&D’ there were 14.4 R&D personnel employer 
per 100 workers, the second highest of OECD countries.13 Universities educate 
and train graduates, Masters level students and PhD students in a research 
environment, developing research and enquiry skills to produce the innovators 
of the future. The Sustainable Growth Commission14 gave the following 
example:  
The mix of university R&D and the supply of graduate talent has one effect in 
commercialisation activity. FanDuel is one example – initially a University of 
Edinburgh student start-up - that has ballooned into unicorn status. But there is a 
much wider effect. The mix of R&D pipeline and graduate skills can become an 
attractor for entrepreneurship and inward investment (e.g. the Engage, Invest, Exploit 
venture funding conference has attracted over £300 million to the Scottish economy in 
the last few years). The tech sector in Edinburgh is an example which combines a 
dynamic tech start-up scene (e.g. CodeBase) with established and now high-value 
companies (FanDuel, Skyscanner, Rockstar North), and local offices of global tech 
giants (Amazon, Microsoft, IBM, with Intel and Huawei also now developing 
Edinburgh operations). That tech sector would not be there without world class 
university research in computer science and the skilled graduates it produces.  

25. Universities also have an important role in terms of ‘knowledge 
infrastructure’ and providing the locus for partnerships. The Sustainable 
Growth Commission further noted that:  

                                                            
11 Innovate UK, Industrial Strategy Challenge Fund – wave 3 update, 1 May 2018  
12 Elsevier, International Comparative Performance of the UK Research Base, 12 October 2017 
13 The David Hume Institute, Wealth of the Nation: Scotland’s Productivity Challenge, September 2018  
14 Sustainable Growth Commission, Scotland – the new case for optimism, May 2018 

https://innovateuk.blog.gov.uk/2018/05/01/industrial-strategy-challenge-fund-wave-3-update/
https://www.elsevier.com/research-intelligence/resource-library/international-comparative-performance-of-the-uk-research-base-2016
https://static1.squarespace.com/static/59b82ed532601e01a494df34/t/5b901ba3758d4602635c7a79/1536170926283/Wealth+of+the+Nation+060918.pdf
https://static1.squarespace.com/static/5afc0bbbf79392ced8b73dbf/t/5b0a988c352f53c0a5132a23/1527421195436/SGC+Full+Report.pdf
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Universities also have a role to play in the production of knowledge infrastructures, 
which largely arise due to positive agglomeration effects. As an example, many 
research institutes, and companies choose to locate in close proximity to research 
intensive universities in order to benefit from informal knowledge sharing as well as 
frequent face-to face contact with academics involved in research. It is for this reason 
that cities with universities also have large numbers of associated knowledge 
infrastructures such as research institutes and science parks, which can ultimately 
develop into knowledge clusters.15 

26. Physical infrastructure plays an important role in this innovation system. An 
example is the UK Research Partnership Investment Fund (UKRPIF, a capital 
funding scheme managed by Research England to stimulate collaboration 
between universities and businesses) – the recent evaluation ‘provided evidence 
that the UKRPIF is encouraging strategic partnerships between HEIs and other 
organisations, notably in industry’ and that ‘in many cases industry partners have 
been providing revenue funding for continued research that would otherwise have 
been difficult to sustain, and the networks and strategic partnerships established 
appear to have resulted in a pooling of funds that would otherwise have been 
unlikely’.16  

27. The value of capital investment is felt widely. Universities are often able to 
make facilities available to the wider community, for instance, Interface’s 
Specialist Facilities Platform, launched in February 2016, contains over 1200 
pieces of equipment from HEIs to support businesses to create, develop, test 
and analyse new products, processes or services.17  

28. The diversity of the research base is a strength, particularly with the 
increasing emphasis on multi- / inter- disciplinary research. While difficult to 
articulate the right balance between bottom-up/directed, or global 
challenges/national priorities, the core requirement is balance of opportunities 
for different HEIs to maximise their strengths and deliver impact.  

29. Funding on the basis of excellence is a hugely important tenant of the UK 
funding system, which we support. Nonetheless, we support current strategic 
focus on both excellence and place. New approaches from Science and 
Innovation Audits to the UKRI Strength in Places Fund and innovation aspects 
of City Deals are important to enable economic growth across the UK. A long-
term approach to this mix of excellence and geography can contribute to 
reaching the 2.4% target (and in future the 3% target) by ensuring a number 
of places of excellence across the UK which will enable local ecosystems to 
flourish.  

30. A specific example is the University of Highlands and Islands (UHI) with 
research and innovation themes that reflect the region including marine 
science, health in remote and rural areas and Gaelic language and culture. 
UHI’s partnership with Highlands and Islands Enterprise is widely recognised 

                                                            
15 Ibid  
16 Research England, Interim Evaluation of the UK Research Partnership Investment Fund, July 2018  
17 Universities Scotland, Five Point Plan for Innovation: Delivery of our Action Plan, October 2017 

https://re.ukri.org/news-events-publications/publications/interim-evaluation-of-the-uk-research-partnership-investment-fund/
https://www.universities-scotland.ac.uk/campaigns/five-point-plan-for-innovation-copy/
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as having a significant and positive impact. The Highlands and Islands is a 
distinctive region within the UK and UHI’s mission is to ‘have a 
transformational impact on the prospects of our region, its economy, its people and 
communities’ describes the close connection to the place.18 This reflects how 
many universities, rooted in their communities, can act as ‘anchor institutes’ 
and deliver in the local geography.  

31. One challenge that HEIs have faced is in the speed at which action has had to 
be taken in recent calls. While HEIs appreciate the tight timeframes to which 
funders are working we consider that providing more time to establish 
consortia will be important to continued progress on large collaborative bids.  

32. Investment in research and innovation is critical to attracting foreign direct 
investment. As Ernest and Young’s Scotland Attractiveness Survey19 notes:  
Following a 70% increase, Scotland has cemented its position as the UK leader in 
securing R&D projects. Across the UK we have seen a trend towards university cities 
with a strong presence in R&D and Digital doing particularly well. Scotland with its 
world-class universities is bearing the fruit of this trend 

33. The top criteria for investors (identified in the 2018 perception study20) into 
the UK is availability and skills of the local workforce. Further the importance 
to investors of availability of access to regional grants and incentives for 
investment has increased.  

34. This shows the importance of a strong university ecosystem refreshing the 
talent pool (at all levels – from undergraduate to PhD) and support in a 
regional context.  

35. It is worth noting that much of the commitment to research and innovation 
runs to 2019/2021 and we see value in continued commitment beyond this 
horizon to encourage international investment.  

ENDS 

Contact: Ruth Meyer, Senior Policy Officer (Research and Innovation), 
ruth@universities-scotland.ac.uk, 0131 225 0705  

 

 

 

 

                                                            
18 University of the Highlands and Islands, Strategic Vision and Plan 2015-20 
19 Ernest and Young, Golden opportunity: EY’s Attractiveness Survey Scotland, June 2018  
20 Ibid  
21 BEIS, The Allocation of Funding for Research and Innovation, July 2018  

mailto:ruth@universities-scotland.ac.uk
https://www.uhi.ac.uk/en/t4-media/one-web/university/about-uhi/strategy-and-planning/strategic-plan-en.pdf
https://www.ey.com/Publication/vwLUAssets/EY-scottish-attractiveness-survey-2018/$FILE/EY-Scottish-Attractiveness-Survey-2018.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/731507/research-innovation-funding-allocation-2017-2021.pdf

