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Regional Context
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2. Regional Context

Department of
Enterprise, Trade
and Investment

i, detini. gon uk
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SMART
SPECIALISATION
B PLATFORM

1.8 million inhabitants
*Smallest of UK regions

Devolved Government

- slarge public sector

eLarge service sector
*SME dominated

*480 companies out of

80,000 involved in
~ R&D

eLow in EU Innovation

Scoreboard
3



Regional Strengths . k Sﬁ]%ﬁmn

Historical Global Specialisations in;
*Shipbuilding

*Linen/ Textiles

eLight Engineering

eAgriculture

eAeronautics

Departrment af
®¢ Enterprise, Trade
=

{ and Investment



2. Regional Context - g SPECAUSATION

“Non” Smart Specialisation- 1970’s & 1980’s

Photo by T Korody/S = Corbi
and Investment 0By Tony ROrecyBygma - Horis 5

"
. 3
@ hnlﬁl‘prlse, Tl‘él(le ade entrepreneur John Z. DeLorean in 1979 with one of his cars, equipped with his signature gull-wing side doors.



SMART

2. Regional Context SPECIALISATION

El PLATFORM

Northeérn Ireland Stience Park

Department of
Enterprise, Trade
and Investment

whz detini gk




o k SMART
2. Regional Context - SPECIALISATION

e Civil Conflict
e Good Friday Peace Agreement 1998

e Devolved Administration 2007

e 108 members in N.l. assembly

* All main parties represented in Government
e Mandatory Coalition

* Innovation, Research, Development and Creativity
high on the political agenda

Departrment of
@ Enterprise, Trade
“ and Investment



SMART
SPECIALISATION
PLATFORM

2. Regional Context

iorities for susteinable g

= oy P Economic Strategy-

er futu

"F Strategic Framework

v
Innovation Strategy and Action Plan
2012 - 2020

| @ﬁ‘u .

Biek, Innovation Strategy

Ul

(In preparation)

Department of
Enterprise, Trade
and Investment 3
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2. Regional Context

SMART
SPECIALISATION

El PLATFORM

Economic Strategy for Northern Ireland 2012

Focus on;

e |nnovation
e Export Led Growth
e Regional Strengths

“An economy characterised by a
sustainable and growing private
sector, where a greater number
of firms compete in global
markets and there is growing
employment and prosperity”

Enterprise, Trade

and Investment
winsy, detini. gov.uk




SMART

2. Regional Context SPECIALISATION

2] PLATFORM
Public Sector dominated Economy

- Public sector expenditure 63% of GDP

38% 1 NI Public Spending NI Public Sector Jobs

Underpins two-thirds of the Almost one-third of workforce jobs
34% - economy In public sector*

32% A

0% 7 +5%
28%

UK
26%

Fublic Jobs as % of Total

24%

22% A

20%

1956 19498 2000 2002 2004 2006 2008 2010

Departrment af

Enterprise, Trade
and Investment 10
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2. Regional Context

Jobs by Sector

o

- 000'GT

Employee jobs

- 000°08
- 000°G.
- 000°001

- 000°GZ1

L 000°051

Wholesale & Retail

Health |

Manufacturing

Education

Public Admin |
Administration

Hotels & Restaurantsi

Construction
Transport 1
Professional Services 1
Financial Services |
ICT |
Arts & Sports

Other Services

Agriculture 1
Real Estate

Water & Sewerage
Mining

Energy

SMART

SPECIALISATION
PLATFORM

Northern Ireland Economy Structure (GVA)

Forestry

Fishing

Mining

Agriculture

Energy

Hotels & Restaurants

Other Services

Financial Services

Transport

Education

Construction

Public Admin

Health
Wholesale & Retail
Manufacturing

Business Services

0%

5%

15% 20%
Sector Size (% total NI GVA)

Departrment af

Enterprise, Trade

Source: Regional Gross Value Added, ONS

11



2. Regional Context

Manufacturing exports by sector

Basic metals |

Repair and installation 1

Wearing apparel 1

Printing |

Textlles |

Other manufacturing 1

Furniture |

Motor vehicles and trailers |

Non-metallic minerals 1

Wood products 1

Paper products 1

Pharmaceutical :
Fabricated metals

Chemicals 1

Rubber and plastics 1

Other machinery and equipment |

Computer & Electronic 1

Electrical equipment 1

Other transport equipment 1

Food, Drink & Tobacco

0

200 400 600 800 1,000 1,200
Exports (£€m)

Source: Manufacturing Sales and Exports Survey, DFP

Department of

Enterprise, Trade
and Investment

www detini. 2o uk
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SMART
SPECIALISATION
B PLATFORM

Gross Domestic Expenditure on R&D- 2009

Finalnd

Switzerland (2008)

United States (2008)

OECD (2008)

Balgium

Unitad Kingdom

Slovenia

Norway

Ireland

MNorthern Ireland

Estonia

New Zealand (2006)

20 3.0 4
% of GDP

Source: OECD

12
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o SMART
2. Reglonal Context SPECIALISATION
B PLATFORM
% of BERD financed by Government BERD as % of GDP
Northern Ireland (2009) Finalnd
United States Sweden
New Zealand (2007) Switzeriand
Norway (2007) Denmark (2008)
OCED (2007) tnteq States
United Kingdom o
Belgium (2007) .
Slovenia Stovenia
Ireland reland
Sweden (2007) United Kingdom
Finland (2007) Northem Ireland
Denmark Norway (2008)
Netherlands (2007) mm
Switzerland (2004) - :::
0.0 5 10 15 20 00 05 1 15 2 28 3
Government-financed R&D in business (% of BERD) BERD as a % of GDP (%)
Department af
Enterprise, Trade
and Investment 13
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2. Regional Context- Challenges in Ni g SPECIALISATION

PLATFORM

e Public Sector dominated economy (63% GDP)

e High reliance on Government support for B.E.R.D.

e Service Sector Dominated (Lower value)

e High number not in employment (High Economic inactivity)

e One-third of students leave to study elsewhere

e Less than half of these (44%) return when degree is complete
e 80% of NI private sector employment is in SMEs (under 60% for UK)

e Only 22% of turnover is in large firms compared with 51% in UK
e Lagging behind top EU performers in R&D spend
e 480 out of 80,000 involved in R&D

e Low in Innovation Scoreboard —

Enterprise, Trade
and Investment
wwiar detini.gov.uk



SMART

3. Place- Based Dimension of the Rls;b SPECIALISATION

PLATFORM

o X 4
e =
af Dert 7
Mot T Limavady

Strabane

Newcaslle

Warrenpoint

Department of
Enterprise, Trade
and Investment 15
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SMART

3
3. Place- Based Dimension of the RIS{bsPEmusmoN

PLATFORM

Analysis e :

Porter’s Diamond

Analysis of Technology

specialisations

Foresight

Departrnent of

Enterprise, Trade

and Investment T
wniw, detini Lk

L datin. gow
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3. Place- Based Dimension of the RIS3, “SPECIALISATION

PLATFORM
’ [ ]
Porter’s Diamond Firm rivalry

*SME dominated
*Small number of large

firms dominate
Factor Conditions *Brain drain Demand Conditions

*World class
telecommunications *Historically UK and Ireland
*Global central locality reliant

*Good location for pilot eLimited local demand
projects

*Science & Technology
\ *Aerospace
*Stone Quarrying
*Health Service

*Business Services

Department of

Enterprise, Trade Supporting Industries (Clusters)
and Investment 17

i, detini. gon uk



PLATFORM

3. Place- Based Dimension of the RIS3, D S

Analysis of Technology Specialisations

NORTHERN
IRELAND
SCIENCE
INDUSTRY
PANEL

Department of
Enterprise, Trade
and Investment 18

i, detini. gon uk



3. Place- Based Dimension of the RIS%b

Based on Key Enabling Technologies (KETS)

Key Enabling
Technologies

Northern Ireland Strategic Markets MATRIX Foresight

SMART
SPECIALISATION
PLATFORM

ICT v v v v
Micro- v v v v
nanoelectronics

Photonics v v v v
nanotechnology v v v v
Industrial v v v v
biotechnology

Advanced Materials |V v v v
Advanced v v v v
Manufacturing

19



SMART
SPECIALISATION
PLATFORM

3
3. Place- Based Dimension of the Rls;b

Analysis of Technology Specialisations

ICT CAPABILITY IN NORTHERN IRELAND

NORTHERN
Identify how to improve capability Support and Encourage IRELAND
SCIENCE
INDUSTRY
PANEL

Telecommunications
Potential impact on NI economy
Application
Software . Small
IT Services . . Medium
Major
Product Hardware
QHH\A

Timescale to realise impact
Computational
Science/
Bicinformatics
5-10 years

IC Design Knowledge 10 years
Engineering
Consider strategically how to support Build exploitation pathway

v kechnglogy - 20
Weak cientific Capa Strong

w
=
o
=
@

Market
Exploitation Capability

Digital
Content

Current (<2 years)

2-5 years

z
QO
=




SMART
SPECIALISATION
PLATFORM

3
3. Place- Based Dimension of the RIS%b

Analysis of Technology Specialisations

ADVANCED MATERIALS CAPABILITY IN NORTHERN IRELAND
NORTHERN

Identify how to improve capability Support and Encourage gf*g.ﬁ&

INDUSTRY
PANEL

Multifunctional

Nanostructured
materials
materials )
Composites
Coatings/metals/ . Small
Electronic . Medium
materials
Biomaterials - Major
Computational

Science Timescale to realise impact

Potential impact on NI economy

w
(=g
o
=}
«©«

Magnetic
materials

Market
Exploitation Capability

Catalysts - N Current (<2 years)
Weak . 2-5 years
- 5-10 years
Superconducting .
- 10 years

Consider strategically how to support Build exploitation pathway

%FECWW 21
Weak Scientific Capabi Strong



PLATFORM

3. Place- Based Dimension of the RIS3, D Ll —

Analysis of Technology Specialisations

NORTHERN
IRELAND
SCIENCE
INDUSTRY
PANEL

*Priorities
eCollaboration
Timescales

“Exploiting capabilities and
market opportunities”

Enterprise, Trade
and Investment
i, detini. gon uk



3. Place- Based Dimension of the Rls;

Department of
Enterprise, Trade
and Investment

i, detini. gon uk

= SMART
) SPECIALISATION
PLATFORM

NORTHERN
IRELAND
SCIENCE

INDUSTRY
PANEL

System Scanning
Creates shared understanding of issues

Scenario Planning
Conceptual modelling of market opportunity
scenarios

Analysis & Selection
Prioritisation through negotiations among
stakeholders

Transformation
Establish relationship between future and
present for a change programme

Action Plan
Create structural and behavioural
transformations to exploit markets

23



SMART

3
3. Place- Based Dimension of the RIS{bstAusATmN

PLATFORM

Analysis

Porter’s Diamond Cluster Analysis

Analysis of Technology
specialisations

FDI analysis

Foresight

Department of

Enterprise, Trade

and Investment 24
K

i, detini. gov.ul



3. Place- Based Dimension of the RIS3 . sur

SPECIALISATION

Cluster Analysis- top 10 sectors in N.l. within EU context

w Business services
% W Aerospace |
Education and knowledge creation |
% W Stone quarries
 Construction ]
% Financial services |
Processed food
* Power generation and transmission
Tourism and hospitality

Building fixtures, equipment and services

N 4
w
i

Total Score

Data extracted from cluster observatory Size m Specialisation = Focus

Star clusters represent 11% of total NIl employment

Department of
Enterprise, Trade
and Investment 25
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SMART

3. Place- Based Dimension of the RIS3

Cluster Analysis- Key groupings = S

NI below UK average although

above EU27
14% - p A N
c 12% -
e
>
2 10%
o
£ NI below both UK and EU27
— 8% -
o) averages
o
L 6% - A
< r N NI below both UK and EU27
2 4% - averages
§' AL
& 2% s N
0% [
Creative and Cultural Business Services Life Sciences
Department of
Enterprise, Trade NI B UK = EU27

and Investment 26
winw, detini. gov. uk



3. Place- Based Dimension of the RIS3 bsmm

= SPECIALISATION
FDI Analysis

PLATFORM

Research Capabilities Analysis
e Research Assessment Exercise (RAE)
e Alignment of the research capability with FDI sectors
 |dentify R&D intensive sectors
* Top rated research groups aligned with sectors

Department of
Enterprise, Trade
and Investment 27



SPECIALISATION
PLATFORM

3. Place- Based Dimension of the RIS3 o e

FDI Analysis- Exploiting N.I. research base

High Correlation with Matrix Market Opportunities

Department of
Enterprise, Trade
and Investment 28
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4. Looking beyond regions boundarleﬁ g SPECIALISATION

\ ) PLATFORM

Fntﬂp: ise, Trade
54 'uld lmewtmem



SMART

4. Looking beyond regions boundaries - K SPECIALISATION

Major research studies on Economic and innovation policy
in EU and worldwide using expert advice

e Small peripheral EU States- Finland, Ireland, Sweden,
Estonia

e Productivity, Innovation & Competiveness in Small
open economies- New Zealand, Singapore, Rep. of
Ireland

e Policy approaches analysis in comparing regions of
similar economic, industrial and institutional
structure as Northern Ireland

Department of
=1 Enterprise, Trade
o' and Investment



SMART
SPECIALISATION

5. Entrepreneurial Dynamics e PLATFORM

Driving new knowledge

Collaborative industry-ed research in
emerging technology areas.

Application of knowledge

Support for companies and clusters to undertake research and
development and exploit new technologies and processes.

Implementation

Financial support to implement innovation including product development,
technology transfer and technical solutions.

Developing capacity
Assistance to develop capacity to explore how innovation and R&D solutions can help businesses drive value
through innovation.

INNOVATION SUPPORT

Building innovation awareness
Building awareness and support for small companies to take the first steps in undertaking innovation solutions to technical and business challenges.

Department of
Enterprise, Trade
and Investment 31
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SMART
SPECIALISATION
PLATFORM

Smart Specialisation Process

Feedback

Caordinatic

Feedback

Department of
} Enterprise, Trade
- / and Investment

Y
Rebuilding and Rebalancing the economy e



. SMART
SPECIALISATION
PLATFORM

Example of S3 Process -

Collaborative Networks “working together to achieve a common goal”

0
Invest «

Northern
Ireland

“ Government provides Industry Experts as Honest Brokers”

Department of
Enterprise, Trade
and Investment 33
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S3 process in action ‘SPECIALISATION

Ed PLATFORM
Recommendations R
$ Employment
7 and Learning
Department of waiac i gl
REAND. Enterprise, Trade
INDUSTRY and Investment

whwta datini .gn::--.-.t.'k

Consultation
Feedback

Innovation ecosystem Short listing

v
g) Invest '..

CoIIaerati tworks /\lorthern
\ Ireland
- \_ & % Competitive Call
*Route to Market 4 . ﬁ Expression of interest
eIndustrial Innovation Communities - \
sLimited Liability Partnership Yy | |l"|dUStrK Scoping
*Competence Centres — -
sInnovation Ecosystem % Facilitation (by Industry experts)

*Open Innovation { - 34



SMART

5. Entrepreneu rial dynamics SPECIALISATION

B PLATFORM

Innovative Procurement — endorsed as policy across N.l. Government

1- . -
Phase 1- Proof of Concept  reremsmmyon 2 Campsiencpes

Phase 2- Prototyping

4. Most promising proposals salected 3. Applicants submit proposals

N.l. - 3% of UK Applications
N.l. - 11% of UK contracts

N.I. - 12% of total UK funding -.
and Investment

Departrment of

Source: Technology strategy Board; SBRI

i, detini. gon uk



. SMART
SPECIALISATION
PLATFORM

6. Governance &3

Department of
Enterprise, Trade
and Investment 36
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SMART
SPECIALISATION
PLATFORM

6. Governance

iorities for susteinable g

= 'P Economic Strategy-Sub Committee

better futul

Innovation Strategy and Action Plan
2012 - 2020

e Innovation Strategy-
Innovation Council

Department of
Enterprise, Trade
and Investment 37
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Consultation with the Regional
Knowledge ecology

Process  SMART
Northern Ireland SPECIALISATION

; PLATFORM
Sta rt Economic
Independent Strategy Draft

Review of March 2012 Economic

Economic
Policy 2009 Strategy

Northern
Ireland Northern

Government Ireland
Sub- Government

Committee Sub-
on the Committee

Econom on the
Econom

Consultation with the
Regional Knowledge

ecology Consultation
ePublic Authorities & Response
Agencies Economic Document
«Civil society
sInternational experts Strategy
*Actors of knowledge Steering
eInvestors Group .
*Private Enterprises Economic Consultation
Strategy Paper Consultation with the Regional
Working Knowledge ecology
Department of
Enterprise, Trade Group
and Investment 33
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Consultation with the Regional
Knowledge ecology SMART

Process

Northern Ireland SPECIALISATION

Independent ta rt . Economic
Review of Analysis Strategy —_—

Economic with RIS3 March 2012 Economic
) Guidance

Regional
Nl‘r’g::;" Innovation R I 53 ?
Northern
Government StratEgy Ireland

S‘_‘b' Government
Committee on Sub-

the Economy Committee on
the Economy

Consultation with the
Regional Knowledge

ecology Consultation
*Public Authorities & Response
Agencies Economic Document
*Civil society

sInternational experts Strategy

*Actors of knowledge Steering

*Investors Group Economic

*Private Enterprises Consultation

Strategy Paper

oy Working

Enterprise, Trade Group
and Investment

i, detini. gon uk

Consultation with the Regional
Knowledge ecology

PLATFORM

39



= SMART
SPECIALISATION
PLATFORM

7. Priorities

building a
better future

Department of
Enterprise, Trade

and Investment

i, detini. gon uk
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7. Priorities

Economic Strategy

Rebalancing & rebuilding
themes;

°Innovation, R&D & Creativity

Skills & Employability
*Competing Globally
*Business Growth
eEconomic Infrastructure

Department of
Enterprise, Trade
and Investment

wiwiw, detini. gov.uk

1
STRATEGIC AIM

EXPORT-LED
ECONOMIC
GROWTH

BUILDING
ECONOMIC &
LABOUR

MARKET
STABILITY

SMART

SPECIALISATION

El PLATFORM

Short, Medium & Longer Term Rebalancing Themes

STIMULATING INNOVATION AND CREATIVITY
‘ (e.g. R&D and absorption capacity, wider innovation,
business to business. HE / FE collaboration)

IMPROVING EMPLOYABILTY AND THE LEVEL,
RELEVANCE AND USE OF SKILLS
‘ (e.g improving relevant/quality of education/training,
increasing skill levels and tackling barriers to employability)

INCREASED
PRIVATE
SECTOR

COMPETING IN THE GLOBAL ECONOMY

PRODUCTIVITY
‘ (e.g attracting FDI, growing / diversifying exports)

ENCOURAGING BUSINESS GROWTH
‘ (e.g. entrepreneurship, rural economy, social economy,
green economy, access to finance, planning)

DEVELOPING ECONOMIC INFRASTRUCTURE
‘ (e.g. trans port links, energy, telecoms, tourism product,
water and sewage)

Short to Medium Term Rebuilding Themes

IMPROVING EMPLOYMENT OPPORTUNITIES &
EMPLOYABILITY
‘ (e.g. promoting employment and labour market
participation and addressing wider barriers to
employment, particularly those facing the inactive)

INCREASED
EMPLOYMENT
IN EXPORT
FOCUSED

SECTORS PROMOTING EMPLOYMENT
(eg. protecting sustainable jobs in the aftermath of
the recession, and promoting investment
offering accessible job opportunities in areas of
disadvantage)

41

CROSS CUTTING THEMES (equality, balanced sub regional growth, sustainable development)



7. Priorities SMART

SPECIALISATION
PLATFORM

Clusters

42




7. Priorities

Department of

Enterprise, Trade
and Investment
e, detini gk
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8. Implementation and Budget ) SPeChusanion

El PLATFORM

iorities for susteinable g

S F‘ Economic Strategy-

“"F Strategic Framework & SMART Targets

2 ===mi " MmN
T

Innovation Strateqy and Action Plan
2012 . 2020

Innovation Strategy-
Action Plan & metrics
(in preparation)

Link, Croale, Innovats

Department of
Enterprise, Trade
and Investment a4

wiwiw, detini. gov.uk



. PLATFORM

9. Measuring the Process

Global Competitive Index
Innovation-driven

Economic factor-driven Efficiency-driven

A 4

Rebuilding & Rebalancing themes
Competing . Economic

: Skills &
Innovation &R&D oo i Globally Business Growth | nfrastructure

A 4

Key Innovation metrics
Innovation & Patent

Employment metrics Investment activity R&D Activity activity

A 4

Community Innovation Survey
Innovation factors

Types of Innovation Innovating Sectors

Department of

Enterprise, Trade
and Investment

i, detini. gon uk



9. Measuring the Process

The Global Competitive Index

Basic Requirements*

eInstitutions (15)

eInfrastructure (8)

eMacroeconomy (5)

eHealth and Primary Education (11)

)

Efficiency Enhancers

eHigher education and training (8)
*Goods market efficiency (15)
eLabour market efficiency (9)
eFinancial market sophistication (9)
eTechnological readiness (8)
*Market Size (2)

!

Innovation & Sophistication Factors
*Business Sophistication (9)
eInnovation (7)

—)

Departrment af

Enterprise, Trade
and Investment

Key for
factor-driven
Economies

Key for
efficiency-driven
Economies

Key for
innovation-driven
Economies

SMART
SPECIALISATION
El PLATFORM

Transition Transition

Factor Efficiency Innovation
driven driven driven
Institutions
1
Innovation 6 Infrastructure

Business Macroeconomic
sophistication environment
Health and
Market size primary
education

Higher education

Technological uc:
and training

readiness
Financial market Goods market

development efficiency
Labor market efficiency

46



9. Measuring the Process

= SMART
) SPECIALISATION
PLATFORM

Examples of Key Innovation metrics

Current
Position 2009

Knowledge Economy
Employment

Employment 30,580

Businesses 2,080

Investment Activity Current

Position 2009

Preferred Preferred Preferred Preferred
target 2015 target 2020 target 2025 target 2030
41,030 57,500 63,890 71,250
2,940 3,920 5,240 7000

No of VC deals 23

VC investment 12
(millions)

Department of
Enterprise, Trade
and Investment

i, detini. gon uk

Preferred Preferred Preferred Preferred
target 2015 target 2020 target 2025 target 2030
24 26 28 30

21 34 56 90

47
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SPECIALISATION
PLATFORM

9. Measuring the Process

Examples of Key Innovation metrics

R&D and Research Current Preferred Preferred Preferred Preferred

Activity Position target 2015 target 2020 target 2025 target 2030
2009

Total R&D expenditure £480 £600 £730 £870 £1,050

Business R&D £320 £410 £500 £600 £740

expenditure (£Mil)

R&D personnel number 6,500 8,280 10,120 12,380 15,130

of employees

Innovation & Patent Activity Current Position 2009 Preferred target (2030)

% firms stating they are innovation active 34.6% 60%

Department of
Enterprise, Trade
and Investment 48
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SMART
SPECIALISATION
PLATFORM

Future Innovation Policy ——

high growth public
A procurement &
p?ﬁr‘gal public sector IP

Fut Innovation Information and
% u urE” Council- "An communication
cluster honest broker" strategy

policy

“MATRIX”
areas

Role of
government

Creativity
and skills

Knowledge
transfer Strategies Trade envoy

exchange
"Knowledge Bank"

for public funded "Thematic
P Leads" in key
areas to access
funding

Open Innovation
Centre

Align FDI with
MATRIX &

Cluster policy

entrepreneurship " . . - . Outward
module for Diffusion & competitive Call

undergraduates Exploitation process focused

S Tt it ¥ Y i s iRl

wiwiw, detini. gov.uk



Expectations S SrEouLisanion
EA PLATFORM

“Are we on the right track?”

Department of
Enterprise, Trade
and Investment 50
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SMART
SPECIALISATION
El PLATFORM

THANK YOU

Ciaran.McGarrity@detini.gov.uk

Michael.Lilley@detini.gov.uk

Northern Ireland

Departrment af
Enterprise, Trade
and Investment 51
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