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Good morning ladies and gentlemen. At the outset, I would like to take this opportunity to thank Gerry Finn as Director of the Border, Midland & Western Regional Assembly for inviting me here.   A gathering such as this refocuses all our minds on the challenges and opportunities in the BMW region.  It also highlights, nationally the importance of the Region.  It does this in such a constructive way - by discussing how innovation can drive improvements in the Region’s competitiveness.

The Economy

It is difficult to find the right words to describe just how much Ireland has changed.  Only 15 years or so ago, school leavers and graduates wondered if they would find a job - now they wonder which job to pursue.  In the future I want them to also consider what business they might start.  We have witnessed a dramatic transformation in the Irish economy with historically high growth rates, unemployment falling to less than 5% and an increase in the numbers at work by over half a million.  Ireland now boasts higher numbers in employment than at any time since the inception of the State.  We enjoy living standards exceeding the EU average.  Effective Government policies have enabled the performance of Irish business continues to strengthen even in the face of the recent adverse global trading conditions.

There are many, many factors underpinning such an extraordinary period of economic success all of which culminated in a simple fact:  Ireland became a competitor.  At long last it could compete internationally in a global economy, which became more and more open.  In tandem, Ireland’s economy has become one of the most open in the world.  It is obvious that our continued success will also depend on how well we compete.  

The National Competitiveness Council considers competitiveness as: “the ability to achieve success in markets leading to better standards of living for all. It stems from a number of factors, notably firm level competitiveness and a supportive business environment that encourages innovation and investment, which combined lead to strong productivity growth, real income gains and sustainable development”.  The Government’s job is to shape such a supportive environment.  The Government can only do this in partnership - locally, nationally and internationally.

We can sustain and improve our competitive edge by keeping in place budgetary measures that help keep our inflation rate at the level we now enjoy and which correlates increases in public expenditure to the rate of our economic growth.  Our fiscal policies should continue to be supportive of enterprise.  At 12.5%, we offer one of the more attractive corporate tax environments in the world.  The R&D tax credit to stimulate and reward this vital activity in companies.  This initiative is particularly significant for Ireland as the level of research and development undertaken by business here is low for an economy where output and exports are dominated by high technology sectors.  

Lisbon Strategy

We must face the reality of global competition.  The EU is not a fortress.  It is part of a global economy and is competing with other major economies for both markets and investment.  Currently we are losing out in this battle and we must make difficult decisions if we are to turn the tide.  We are rightly concerned with establishing a level playing field within the EU but we must take care that, in our efforts to do so, we do not make all Member States equally uncompetitive with other economies in the wider world.  

The Lisbon strategy commits to making the EU the most competitive and dynamic knowledge based economy in the world by 2010.   It aims to make Europe a more attractive place in which to invest and work by deepening the single market, particularly in the area of services.  Services are a crucial element of Europe’s economy, accounting for 70% of EU value added.  

Ireland is very supportive of the new Lisbon action orientated programme and it will continue to inspire domestic policy. Ireland’s level of public investment, at 5% of GNP, is among the highest in the EU and is twice the EU average.  Public investment under the National Development Plan is targeted at addressing the infrastructural deficit, investment in R&D, Education, Employment Supports and Training.  These are investments in our future prosperity and our future competitiveness.

You have heard from Eoin O’Driscoll where our economy needs to move in the next few years and what we need to do to get there.  The Enterprise Strategy Group’s report gives us a template for policy change to achieve key competitive advantages. These have to be developed in the context of fundamentally internationalising our indigenous business base and driving the research and innovation agenda, unlike anything achieved previously.   The importance of the ESG’s recommendations is that they will help give the economy a capacity to act against emerging competitive pressures while exploiting new opportunities that are promised by technological developments and globalisation.  We are now in a world where intellectual work and capital can be delivered from anywhere in the world.  There is no reason why the BMW region can’t be recognised as an innovative regional centre for global services.

The Group’s recommendations also come at a potential turning point in the trend of our economic development.  Our past success, while providing a platform for future growth, does not guarantee future growth.  Fundamental changes are taking place in the international business environment. These present exciting new opportunities and some formidable competitive challenges, but never easy or simple choices – either for business or Government. 

I believe our capacity to sustain growth, at least to the levels we are accustomed to, cannot rely on the same policy prescriptions that propelled economic and social modernisation in recent times.  Our competitive characteristics have changed and the world has changed. The Enterprise Strategy Group’s report sets a clear agenda to help manage this change – an agenda based on a consistent and inexorable move that brings knowledge and innovation into everything we make, do and sell.
The ESG rightly point out that building future competitiveness in a global economy will only be successful on the basis of technological and innovative acumen linked with an unprecedented closeness to customers.  This will have to see closer partnership between State agencies and your companies to construct deep market expertise while focusing on niche areas of greatest relevance to corporate profitability and growth.  It will also mean strengthening the way we distribute the most relevant market intelligence and enhancing the way firms are supported in overseas markets. 

Regional development is about creating centres of attraction, which have the energy, focus and infrastructure to be competitive in attracting investment and nurturing enterprise. It’s about building regional capacity to act as a counter balance to more established regions that have obvious natural or inherently attractive features.  More importantly sustainable regional development is about spreading prosperity across the Region, creating circles of economic growth around key centres. 
If we want to strengthen European innovation and competitiveness, we must intensify the amount of R&D that is happening in the other regions such as the BMW Region.  These are the regions that have the under-used capacity to do more.  Exploiting this extra capacity will enlarge innovation and competitiveness for everybody.

Enterprise Ireland 

You have already listened to Frank Ryan outline the new developments in Enterprise Ireland’s mission and how the Agency proposes to drive the innovation and competitiveness agenda with its clients.  I welcome the approach and the way in which it correlates with the ESG Report.  EI has transformed itself structurally to concentrate on the key challenges arising from the ESG. 

The new competitive reality has made reliance on low technology and basic manufacturing unsustainable.  We cannot compete in these sectors – the challenges facing the companies in these sectors are huge.  They must shift to higher value activities.  Their products and services must be able to compete and will only do so if they innovate across the scope of their business.  Their survival and success will depend on their innovative behaviour in terms of 

· what goods and services they offer to the consumer, 

· how efficiently they produce these and 
· who they sell to across the globe.
These companies must confront their weaknesses and improve on key functions such as Design, Human Resource Development and Production and above all else not be complacent in existing well-trodden markets.  This is a ‘big ask’ - But unless such companies take real steps to overcome their shortcomings they will fail sooner or later.  The State has an important role in assisting this process and especially through its agencies it is trying to meet those companies halfway.  Enterprise Ireland’s new Productivity Fund is such an example.  However, the one thing we cannot provide is ambition.  It is up to companies to have that ambition, to have the foresight, and the willingness to grow.  I would encourage companies to seek out and use the supports offered by Enterprise Ireland.. 

Other activities supported by Enterprise Ireland such as Community Enterprise Centres and incubation centres are having a significant impact across the Region making a real difference to the companies involved.  Developing businesses require appropriate space and facilities.  It is not easy, for individuals looking to start up a company, to source these.  It is with this in mind, that Enterprise Ireland has an extensive incubator construction programme underway across Ireland.  These are being built in close co-operation with the colleges on University and Institute of Technology campuses.  In 2004, I was very pleased to see the completion of such centres in GMIT Galway and Athlone Institute of Technology, in addition to the Bio-incubation space in NUI Galway.  Work is ongoing on other centres across the BMW region and I look forward to their completion and, more importantly, their population with high potential start-up companies over the coming period.

Enterprise Ireland’s regional offices play a pivotal role in promoting and implementing strategic solutions for companies in the regions.  They work to inform clients of the range of support structures available to fully realise the growth potential of regionally based enterprise.  Enterprise Ireland’s clients are crucial to Ireland’s success.  They are the indigenous companies that are producing goods and services which can be exported, which is a national benefit.  Total exports from Irish owned companies in the BMW regions has increased by 8% over period 2000-2002 and the Census of Industrial Production (2002) reports that these companies export 47% of total sales.  Nationally, Enterprise Ireland client companies employ around 142,000 people and over the course of 2004, a total of €17 billion in payroll and procurement expenditures was spent boosting the local economies.  Crucial also are the clients of the City and County Enterprise Boards.  The ESG called for a closer integration of the CEBs into the mainstream enterprise development system will bear.  The Government has agreed with the recommendation and a central co-ordination unit will be established in Enterprise Ireland which will provide CEBs with central direction, technical support, shared services and quality assurance.  
IDA Ireland

Obviously, inward investment will remain a key priority for Ireland but we particularly need to increase the attractiveness of the regions.  IDA Ireland has had considerable success in attracting investment to the BMW region.  Since 2000, a total of 46% of all new Greenfield Jobs have been created in the BMW.  

Ultimately it is the investor who decides where to locate, including what areas to visit as potential locations.  Investment can only happen if the region as a whole is willing and determined to match the demands of investors.  I am acutely aware of the good work being done by some local councils, and others such as this regional assembly, in coming together and thinking in terms of the region

The spirit of partnership at local level can make a big difference in other ways.  Very often the investment we are chasing is something which is considering going to Geneva, Amsterdam, Manchester, Singapore or to some other well developed city region where an investor will have over a million people from which to draw with a range of skills.

To successfully compete with this sort of competition towns in Ireland must think in terms of catchment areas, offering at least one third of a million people within a 60 kilometre radius.  Success requires collaboration among neighbouring urban areas focussed on regional benefit rather than local.  

It will take time for the BMW region to develop to the extent where it can consistently provide the wherewithal needed to attract investment.  But it has begun.  I note that recent CSO statistics suggest that the growth in employment in the BMW has outstripped the S&E Regions.  I also know that caution such be used in drawing conclusions from such statistics.  They do not take into account where jobs are located and thus disregard the many commuters, living in the Region, but working elsewhere.  Nevertheless, the fact remains that more people in the Region are working – bringing their earnings to the Region and spending their money in the Region.  Many sectors, important to local economies are profiting, local populations are increasing – and yes, thereby presenting demands on infrastructure, but also presenting opportunities by increasing the resource pool for overseas investment and indigenous companies.  It will lead to student numbers increasing in local colleges thus helping to ensure continued growth of the third-level sector and its capacity to contribute both to the skills needed in the economy and also increasing the capacity for R&D and Innovation in the Region. 

R&D

One of the two central conclusions of the Enterprise Strategy Group was that an increased focus on research must become a core pillar of our national enterprise policy and that we must act sooner rather than later.  They have made the case as effectively as it can be made, that there is nothing abstract or indulgent about investing in advanced research – it is essential to guaranteeing that we maintain and grow quality employment.  For us to be competitive on world markets, we cannot solely base our activities on work at home: we have an infinite amount to gain from collaborating with other actors abroad.  Research and Development, is at the core of the EU’s Lisbon strategy.  On 6th April of this year the Commission published its formal proposal for a new EU programme for research, the Seventh Research Framework Programme (FP7), which will run from 2007 – 2013.  The proposal involves a doubling of the research budget to approximately €73 billion over the 7-year period.  

Ireland participates actively in the Framework Programme.  It provides access to international research networks for Irish researchers and has been a particularly important element in the financing of third-level research in Ireland.  The European Commission data indicates that under the current programme (FP6) Irish researchers and institutions have been successful in securing approximately  €110 million from the proposals approved to December 2004.   Ireland – and the BMW region - holds a positive record in its Framework participation.  So far in the Sixth Framework Programme, companies and third level institutes in the BMW region have won €15.8m in funding.

Undertaking R&D is not an activity that is done lightly by a company: it requires substantial investment in terms of both time and money.  It is, however, not a luxury or optional activity for a forward-thinking company.  Recognising the significant resources that are needed, Enterprise Ireland helps companies to build up their R&D facilities through R&D Capability funding.  In 2004, it approved €4m in funding to 13 such developments across the BMW region.  In addition to this, Enterprise Ireland provides assistance to companies wishing to embark on strategically important R&D projects through the Research, Technology and Innovation (RTI) Scheme.  Last year, it supported 49 projects across the BMW region to the tune of nearly €11m in funding.  Enterprise Ireland is continuing to ramp up its work with Industry, and with the Colleges and Institutes.  The aim is twofold - to help develop and support research capacity and capability in industrial companies; and to build collaborative networks between firms, Colleges and Institutes, in order to use their combined resources and expertise to underpin future economic and social development.     
At a National level we have taken up the challenges set under the Lisbon Agenda.  This includes the goal that overall spending on R&D and innovation in the EU should be increased. The challenges and the targets have been plainly stated in the National Action Plan on R&D, called Building Ireland’s Knowledge Economy, published last August, increasing overall R&D investment to 2.5% of GNP and virtually doubling the number of researchers in the country by 2010.  Both the public and the private sector have a road to travel to meet these challenges and targets but I believe we can and must achieve these, if we are serious about our R&D performance and our global position. 

Becoming a truly knowledge and innovation driven society requires a whole of Government approach. The strategic framework to deliver on the Action Plan targets was put in place last year. The Government established a dedicated Cabinet Committee on Science Technology and Innovation, supported by a high level Interdepartmental Committee and the appointment of Ireland’s first Chief Science Adviser, Dr Barry McSweeney. 

I have asked the IDC to ensure a consensus response to the Action Plan targets:

· Business investment in R&D should increase from €917 million in 2001 to €2.5 billion in 2010. This would entail a doubling of the number of companies with minimum scale R&D activity and a quadrupling of the number of enterprises performing significant R&D. 

· R&D performance in the higher education and public sectors should increase from €422 million in 2001 to €1.1 billion in 2010. 

· The combined increases in performance in business, higher education and public sector R&D should result in gross expenditure on R&D increasing to 2.5% of GNP by 2010. 

· Consequently, the number of researchers should nearly double by 2010 

We need a synergy of effort to deliver maximum results and optimise our returns on substantial investment in this area. This strategic framework is already working to transform goals into action. This work fundamentally relies on the full engagement of the different bodies that actually run the different programmes.  A Research Funders’ Group has also been convened, under the Chairmanship Dr McSweeney, at which the principal agencies are represented at the highest level. This group will provide the Interdepartmental Committee and the Government with a consensus response to the Action Plan’s targets, in terms of optimising the public research system and the resources devoted to it. 

SFI

Science Foundation Ireland was established and has already provided over €450 million in research support involving more than 850 individuals, research teams, centres and visiting researchers.  It has also established six Centres for Science Technology and Engineering (CSETS) involving collaboration between outstanding researchers and world leading companies in areas such as medical therapy, software engineering and nanotechnology.  In a relatively short time it has established a dynamic and growing reputation.  I note that NUI Galway has been particularly successful in competing for SFI awards. At end February 2005 NUIG had been awarded €44m to 35 projects.  To date SFI has supported the establishment of six CSETs.  NUI Galway is the only university that has been successful in setting up two CSETs with funding totalling almost €27 million over five years.  

This Government has rightly placed research and development at the very heart of Ireland’s economic development strategy. We are committing a five-fold increase in investment in research over the current National Development Plan. That commitment is already delivering successes in terms of our international reputation and our ability to compete for internationally mobile research-related investment. But there is no room for complacency in this highly competitive arena and we must all work together to ensure that these early gains are not lost or squandered. 

In the coming years, I want to see science, innovation and enterprise find a new integration, to release their full potential, for the benefit of our economy and society as a whole.

There is an urgent need to develop structured responses to the ever-changing economic environment in which we operate. We must move rapidly to secure Ireland’s position in the increasingly competitive global market, where R&D capacity and reputation are key determinants in attracting and retaining investment and consequent equality employment.   I intend that this focused and coordinated approach will result in firm recommendations being made available to Government as soon as possible on the shape and scope of our S&T programmes and initiatives and the level of investment required.

The Government launched the National Spatial Strategy to try to shape the future spatial development of the country.  Various regions of the country have different roles and potential.  The National Spatial Strategy seeks to organise and co-ordinate these roles in a complementary, win-win way. It is about making regions competitive according to their strengths and not competing against one another in a degenerative way. 

At its heart, the National Spatial Strategy is trying to shape the future spatial development in a way that balances efficiency with equity.  Sometimes people and indeed public bodies misinterpret what equity means.  In terms of regional development it means assisting regions of relative disadvantage and helping them build the region to a level comparative with other more prosperous regions.  Equity does not mean equally treating un-equal regions.  It requires a bespoke strategy and customized actions in the Region.  It requires a coordinated plan among the State agencies whose job it is to help build and strengthen our enterprise base.  The national enterprise development agencies, IDA Ireland and Enterprise Ireland have re-focused their resources on regions outside Dublin, and particular emphasis has been given to the development needs of BMW region.

Economic development in the Regions is a priority for me as Minister for Enterprise, Trade and Employment.  One of the first directives I issued to Enterprise Ireland and IDA Ireland when entering the Department was to require them to conduct a full review of their regional enterprise development strategies.  The reviews are underway and will be finalised within six months.  Even before then, I expect considerable progress to be made on new strategies, developed to reflect the challenges and opportunities, including innovation and R&D that present themselves in the regions today.  I have spoken often today of partnerships.  I expect the agencies will be consulting with you in the near future, as new strategies will require your input and your ideas. 

We must be innovative about how we shape a knowledge building and supportive environment for businesses.  I believe that we have a comprehensive strategy – however, innovation is also about constant rethinking, new ideas, improvements and discovery.  It would be foolish to blindly assume that what’s needed today will be what’s required tomorrow.  Everyone from policy makers to researchers, public servants to CEOs should constantly review and improve.  I urge you all to harness some of the momentum that this conference will generate, and in together in partnership make the Region an innovation originator.  The partnerships that exist between the EU Commission and Member States, and between the Government and state agencies, regional authorities, third level colleges and foreign and indigenous companies give good cause for me to be confident that we can become an internationally recognised knowledge economy - able to innovate - able to sell - able to compete. 
