



CBI response to the BIS call for evidence on the EU Framework Programme for Research and Technological Development

Summary

The Framework Programme should focus funds on research that leads to the creation of sustainable economic growth:

· Resources must be concentrated in areas where the EU can develop critical mass to become a world leader, including services.

· Applied research likely to deliver tangible economic benefits must be prioritized. Business must be heavily involved in setting this agenda.

Funding must be responsive to business opportunities, introducing a greater sense of urgency to administrative processes, reflecting the competitive pressures faced by businesses as they seek to take research through to commercialization:

· The time-to-grant must be reduced to no longer than six months.

· Smaller, more effective consortia should be allowed.

In encouraging businesses to engage in the Framework Programme, bureaucracy must be cut substantially and be replaced with enhanced levels of trust:

· Introduction of a two-stage application process

· Develop more flexible trust-based contracts

· Harmonization of rules governing different instruments and acceptance of average labour rates and company auditing processes.

Joint Technology Initiatives and other PPP instruments should be encouraged and extended.

· JTIs should attract more than the current 10% of the ‘cooperation’ budget
Marie Curie Industrial Placement Fellowships should be reintroduced.

· What should the UK’s high-level objectives be for FP8?
· What are the arguments for and against FP8 moving towards funding research and development which addresses grand challenges?
1. With the current economic situation, the UK’s high-level objectives for FP8 should be to seek greater prioritisation of research likely to create sustainable growth. At the centre of this should be a focus on innovation. Innovation takes place when an idea, research finding or invention is transformed successfully into a commercial application. The Commission indicates that this is essential to their Europe 2020 plans, and this ties in well with the UK Government’s priorities.

2. Framework Programme funding must provide added-value and contributing to the EU’s global competitiveness. R&D in the EU is at 2% GDP, lower than several main competitors including the US (2.76%), Japan (3.44%) and South Korea (3.21%). In light of this, it is essential for the funding that is available to:
· Concentrate on applied research with clear, exploitable benefits. The EU needs to get more tangible benefits out of the research it does, with closer cooperation between science and business to ensure that research has applicable uses. Declining private sector involvement in successive FPs indicates the existing structure is failing to achieve this.
· Focus in areas through which the EU can develop a critical mass to be a world leader. The benefits of cooperation with other member-states are only likely to be realised if the research conducted contributes to enhancing EU competitiveness in key sectors where it can lead. If funding does not achieve this, it is better directed by individual governments.

3. With this in mind, we broadly support the idea of directing funding through a number of ‘grand challenges’. Previous FPs suffered from the perception that they tended to serve more ideological purposes of fostering some cooperation, rather than focusing on the benefits of cooperation. The concept of grand challenges may better focus minds on what joint endeavours can achieve.

4. If ‘grand challenges’ is to mean anything, however, it is essential that this lead to some degree of concentrated prioritisation of funding. The chosen grand challenges must accurately reflect the real needs of Europe, prioritising specific areas sufficiently that funding makes a difference. In light of the current climate, the challenge of creating sustainable growth should be strongly considered.

· How can FP8 help deliver economic growth throughout the life of the programme and beyond?

5. Business is responsible for bridging the gap between research and commercialisation that can foster growth. If FP8 is to help deliver this growth, early engagement with businesses can offer clear advantages in ensuring the end research yields clear benefits. Business involvement in setting the agenda for programmes and calls must be extended, strengthening the focus upon economic growth across all phases of the research and innovation chain.
6. Industry road mapping should be used to identify priority areas for research. The use of European Technology Platforms (ETPs) to engage industry in the creation of Strategic Research Agendas has been an extremely useful exercise under the JTI scheme; the Commission should strongly consider wider application of this model in new areas across the FP. 

7. When proposals are judged, equal weight should be given to economic / user relevance factors alongside quality of science.

8. The process of project selection should be tilted towards allowing funding for riskier projects likely to deliver a high yield if successful. The current approach is too risk-averse, producing lower scope for highly innovative results able to offer long-term benefits to the economy. The role of the ERC in driving frontier research should be continued, with increased industry involvement to provide guidance ensuring the risk level is appropriate to the potential economic payoff.


· What could be done at EU level to encourage more businesses – especially SMEs – to apply?
· What could the Commission do to reduce bureaucracy of FP8 over and above the current simplification proposals (including changes to Financial Regulations and Implementing Rules)?
· Should the programme move away from a cost / input-based funding model to one based more on results / outcomes / performance?

9. If businesses are to engage in the FP, it must allow them to respond quickly to market opportunities; bureaucracy must be reduced and simplified, and award-holders must be trusted. Currently, the FP is seen in unfavourable light when compared to national schemes on all of these aspects. The result is that businesses focus resources on research projects and collaborations where domestic funding provides a catalyst; the possibility of accessing FP funding is often ruled out as soon as the complexity and timescale involved become clear.

10. The time-to-grant (TTG) for projects is 12 months. This is completely ineffective for responding to market developments and the exploitation of short-term opportunities for innovation. If funding is to be attractive to businesses, this process must be cut significantly to 6 months.
11. Time wasted finding enough partners to satisfy geographical and numerical requirements further reduces this responsiveness and produces oversized and unwieldy consortia. Consortia must be cross-national and involve a substantive cooperation element; however, the requirements should be reduced to representation from two member-states and smaller consortia should be considered a virtue rather than a vice. Consortia of more than six are ineffective for business needs.
12. In responding to market developments, these pre-bid changes must be complemented by post-bid project-management flexibility. Development of R&D with commercial value is a moving target and businesses must be able to alter plans as the project develops to yield maximum benefit. As such, the development of flexible, trust-based contracts is essential for applied research.
13. The bureaucratic requirements continue to have a clear negative effect on business participation, especially amongst SMEs, who lack the resources for project management and often spend considerable sums intended for R&D on bureaucracy. Bureaucracy must be reduced, and simplified; movement towards a trust-based culture is essential:

· Harmonisation of rules and templates throughout the different programmes (FP, JTI, CIP), making use of available online funding tools much easier.

· Use standard reporting practices or company accounting rules. Reporting requirements should be less detailed and leave more flexibility in choosing most appropriate cost models.

· As a key example of the above point, a clear and standardised approach to reporting personnel costs should be implemented. There should either be an option to apply average costs, or a certificate of average rates should be awarded.

· Relaxation of invoice requirements to match the tax requirements of the country.

· There needs to be a change in the definition of productive hours to a more realistic level. 15 days does not cover illness, training and internal meetings. Admin activities should not be counted as productive hours.
14. The key to wider SME involvement lies through exploiting linkages with large companies and making third-party participation in projects easier. Linking SMEs into participation through larger companies places the burden of administration on businesses that are better able to cope with it, allowing consortia to benefit from the unique advantages that SMEs possess. The Commission should reintroduce the concept of ‘associated partners’ from FP5, whereby funding is received by a full partner and services contracted out.
15. Broadly speaking, in evaluating FP bureaucracy, the Technology Strategy Board’s processes should be used as a benchmark, as these are considered generally easier to engage with and businesses tend to compare the two directly when deciding which sources of funding will meet their needs.


· Is there a role for a two-stage application process analogous to that used by the Technology Strategy Board?
16. A two-stage application process would be a welcome development, as the low likelihood of funding and the amount of work required for a successful bid is often prohibitive, however, this should be implemented in a way that does not increase bureaucracy:

· The two-stage process must not constitute an additional layer of bureaucracy The overall requirement for applicants that are successful should not be any longer or more arduous, with the requirements for the first stage contributing towards second-stage evaluation.
· The two-stage process must work in such a way that it does not increase TTG. Indeed,  efficiency gains from first-stage rejections should allow TTG for successful proposals to be reduced substantially.
· The short first stage of the TSB process should be the model for an FP application process, beginning with an expression of interest (2-6 pages). At this stage, the formation of consortia should not be a requirement. This should lead to a short-list of pre-selected proposals, which should save valuable expert time and result in the early bundling of promising submissions.


· What priorities should researcher mobility and skills development have in FP8? What is the best way to address this?

17. Human mobility is critical for effective knowledge transfer and for building a joint business-research network across Europe. As such, it should be considered a central priority. 

18. In particular, the Marie Curie Industrial Host Fellowship scheme should be reintroduced. The UK has previously benefitted significantly from this scheme, becoming the destination of choice under FP5 before being discontinued under FP6.

19. This scheme has previously proven extremely useful for businesses wishing to gain access to the EU’s brightest researchers, as well as having the added bonus of allowing businesses to develop contacts abroad. In return, researchers have benefitted from the excellent training environment provided by some of Europe’s leading companies, leading to the development of innovation-minded and geographically-mobile researchers, capable of assisting in the building of a critical mass of expertise.

20. In light of their renewed commitment to innovation and growth, the Commission should be strongly encouraged to see the important role that large businesses can play. Large companies can offer a comprehensive and varied training environment, something potentially more difficult at SMEs and something impossible in universities alone. Fellows can subsequently take such skills and apply them in a range of business environments.

· Which instruments (e.g. JTIs, article 185 initiatives) should be retained for FP8? Are any new instruments required?

21. Instruments that encourage PPPs should be retained and expanded. These schemes are at the heart of ensuring European research remains competitive, securing leadership in key future technologies through exploiting common areas of interest between public and private sectors.

22. The introduction of JTIs in FP7 has been a welcome development. These long-term PPPs facilitate focused industry-led innovation likely to provide clear economic benefits and the UK does extremely well from them. The UK government should fight to protect and indeed extend funding for them from the current low level of 10% of the cooperation budget.
23. The current structure of the JTI’s are also subject to bureaucratic problems preventing optimal use: 

· Establishment of JTIs needs to be made quicker.

· Governance structures should be more independent to facilitate flexibility.

· Participants should be able to receive the same level of funding as other FP instruments.

24. To complement this approach, the Commission should strongly consider introducing an EU Small Business Innovation Research (SBIR) Programme aimed at stimulation of innovation at the SME level. Innovation through pre-commercial procurement has proved extremely successful in the US in providing the public sector with innovative solutions, as well as strongly encouraging innovative behaviour amongst SMEs by replicating their use of private sector R&D contracts. Projects should be single company contracts, however, action at EU level is essential as the concept is a strong one inhibited in the national setting by concerns over EU state aids and procurement regulations.


· Services form a crucial part of the UK economy. Should research into services be addressed specifically in the Framework Programme, and if so, how?

25. Research into services should certainly be addressed within the Framework Programme, as it is currently neglected without good reason. 

26. Services are becoming of increasing importance in the European economy, with a strong trend towards providing customers with a managed service rather than delivering hardware. When we think of innovation, it is frequently thought of in terms of innovative products, however, it is often the services behind these products that constitute real innovation.
27. The service sector accounts for 76% of UK economic output and is capable of acting as a catalyst for growth in other parts of the economy. The EU overall is heavily engaged in the service sector - a world leader in terms of GDP derived from services and a close second to the US in terms of GDP per capita. Services are a clear candidate for the development of a critical mass through FP funding.
28. In particular, innovative application of pre-existing ICT technologies can offer considerable advantages not currently being exploited through research into ICT alone. Development and application of remote / wireless monitoring and communications services, data mining and data synthesis could all provide significant competitive advantages. Existing ICT programmes should increase their services focus in order to better commercially exploit research in this area.

29. Such opportunities not only constitute excellent potential for delivering commercial growth, but also provide social and economic benefits related to their application in public services, especially in the field of healthcare, education and welfare, contributing to improved levels and access to services, more information for customers and reduced social exclusion.


· Within the current UK public expenditure constraints, could the UK do more on a cost-neutral basis to encourage participation in FP generally?
30. When compared to funding received through the FP in the private sector in Germany and France, the UK does not do well, gaining only 62% and 90% of total funding received respectively in those countries. The current economic climate reduces the chances of addressing this disparity, however, coordination and improvement of information provision can produce added-value.

31. The Government should encourage greater alignment between UK and EU funding priorities. The onus here is upon the TSB to bring these closer together, so that decisions to engage in European projects are already attractive to firms looking to engage in domestically funded projects. This pump-priming of pre-existing funds has been used successfully elsewhere, where clear objectives and good planning have meant that businesses are in prime position to benefit.
32. SMEs must have appropriate information that allows them to engage. Online guidance must make a clear distinction between information for those that lead projects and information for those that do not, making it clear that through collaboration with larger businesses, they can be protected from much of the form-filling and bureaucracy.

33. In order to ensure that EU funding is more closely aligned to British interests, the TSB must encourage British participation in the formation of Strategy Research Agendas through European Technology Platforms. This could be achieved through the formation of domestic industry platforms capable of better leveraging common interests at the European level.
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