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COMMUNICATION FROM THE COMMISSION TO THE COUNCIL

LAUNCHING A KNOWLEDGE FLAGSHIP: THE EUROPEAN INSTITUTE OF TECHNOLOGY

1. Introduction 

Improving the relationship between education, research and innovation– and specifically their contribution to economic growth, employment and social cohesion – is one of the fundamental issues in enhancing the competitiveness of the EU. It is a common perception that in Europe, this relationship does not work as well as it could; and this perception led the Commission to comment in its 2005 Spring Report:

“In order to reinforce our commitment to knowledge as a key to growth, the Commission proposes the creation of a “European Institute of Technology” to act as a pole of attraction for the very best minds, ideas and companies from around the World”

The idea is pursued more generally in the separate Communication from the Commission on “Delivering on the modernisation agenda for Universities”
. It analyses the performance of European higher education and research from a number of perspectives, and argues that Europe should further support the capacities of universities both in research and innovation, and in management and leadership. It should also support and reward excellence at all levels, including through “flagship” operations such as the European Research Council or the European Institute of Technology (EIT). 

This Communication provides detail on the latter. It follows a wide public consultation, in which (many of) the most important university, research, business and industrial innovation organisations took part, along with numerous individuals from each of these sectors. It also follows the publication, in 2005 of a Communication from the Commission on universities.
It is addressed to the European Council at its Spring meeting.

2. A step change towards the knowledge triangle

Following the reference to a European Institute of Technology in the Commission’s 2005 Spring Report, of which the European Council took note in March 2005, the Commission organised a comprehensive process to assess the appropriateness of such an initiative. Brainstorming meetings with stakeholders experienced in the field (universities, research centres, companies) were organised; a broad public consultation lasted two months
; position papers were submitted by university, research and innovation organisations; and a number of documents, reports and papers were analysed.

This process has shown general agreement that the core challenge faced by the EU innovation process lies in its inability to generate a more effective relationship between education, research and society. Education and research should contribute more to societal and economic priorities; on the other hand, social actors, both public and private, should play a more active role in contributing to the development and implementation of the scientific agenda.

Within this common diagnosis a wide range of causes are highlighted. On the knowledge supply side, both the quality and the usability of knowledge products are criticised. Europe does not match the research performance of its main international competitors
, and although the general level is high, there is a relative shortage of outstanding research. In particular, the gap between research outcomes and their application is still wide. These two issues cannot be considered separately. Excellence has an important societal and economic impact, as it nurtures the circulation of talents, attracts private R&D investment, and helps the discovery of ideas able to produce widespread knowledge spill-over effects. But, if excellence is to flourish researchers need to operate in environments in which selection as well as career is based on competition, paying for performance is not a taboo, and the engagement in a business endeavour is seen positively as an important learning moment in a researcher’s curriculum. More dynamic organisational and governance models are also required, especially in emerging and trans-disciplinary fields of investigation. Moreover, the global nature of the challenge requires us to overcome localism, to draw talents both from the European and from the international pool, as well as to provide them a truly European identity. In this sense, we need new European institutional formats and environments where excellent research, education, and innovation can be pursued in order to meet emerging social and economic challenges. 
Moreover, a critical concentration (mass) of human, financial, and physical resources is needed to create a virtuous circle in which talented faculties and students attract each other, as well as competitive funding from both the private and the public sector. At present, the level of strategic differentiation between institutions is too low in Europe, which means in practice that the nearly 2,000 universities in the EU all aspire to be research-active and to be funded on that basis. This contrasts (for example) with the extreme compartmentalisation of the US system, where less than 10% of higher education institutions award postgraduate degrees and even fewer claim to be research-active universities
. This circumstance, if linked with the lower level of R&D spending in Europe compared to the US
, leads to a situation in Europe in which more actors seek a slice of a smaller cake; the US arrangement leads to a concentration of resources and people that achieves critical mass in those few institutions concerned, and helps them to be amongst the best in the world
. As a consequence, the EU faces a vicious rather than a virtuous circle, in which fragmentation distracts both human and financial resources, which in turn reduces the already small size of the cake. It is not pure chance that both EU R&D company spending and EU talents are drained by US or other international competitors
, and that few EU institutions are mentioned in the world’s most-quoted international rankings of universities. In this sense, there is a need to achieve critical mass in strategic areas by pulling together the best European (and non-European) resources.

On the other hand, there is not enough demand in Europe for research outcomes. That is, even if more excellent research products or capacities were available, those that could exploit their commercial value are unable or unwilling to do so. A major reason for this is the cultural and intellectual gap between researchers and entrepreneurs. Trust between them is a fundamental aspect of innovation when viewed not just as a mere transfer of knowledge that occurs at the end of a research endeavour, but rather as a mutual learning process. In this respect, entrepreneurs, especially those operating in SMEs, need to acquire an innovation culture; but also researchers need to understand and develop entrepreneurial skills. Nor is the research system playing the role it should in directly seeding demand and stimulating researchers to become entrepreneurs themselves. They should become users of their own knowledge, disseminating innovation skills and practices in organizations, and becoming the bridges between business and research organizations. 

Similarly, the public sector too, needs a greater capacity to understand and dialogue with the research environment. This should stimulate the development of socially or economically relevant research through innovative procurement policies (as has been the case of the US Defence Department
), rather than merely subsidizing research. In summary, there is a need to bridge the cultural and dialogue gap between science and society through the development of boundary spanning skills and capacities in research, business, and the public sector.

Demand side gaps are also related to a lack of risk propensity in SMEs and elsewhere, which is in turn rooted in regulatory (e.g..IP protection) and structural issues. Indeed, many companies (especially SMEs) lack the critical mass needed to perform R&D or to engage in risk-intensive research endeavour. Nonetheless, the flexibility and creativity that characterizes SMEs provides a fruitful laboratory to explore and test new ideas. In this sense, there is a need to provide companies, in particular SMEs, with R&D capacities while involving them actively in innovation.

3. Why does Europe need something new?

In recent years a wide range of European initiatives has been launched to strengthen the capacities of the research, education and innovation sectors. Important goals have been achieved, such as enabling researchers and teaching staff throughout Europe to know each other and work together better in order to meet new challenges. Mobility schemes have also enabled students and researchers to experience a variety of learning and training contexts, exposing them to the wealth and diversity of knowledge that characterizes the European landscape. Moreover, the Union’s Framework Research Programmes contributed to integration through initiatives such as Integrated Projects, Networks of Excellence and Technology Platforms, etc.

These important achievements have contributed to the creation of a context in which EU universities, research organizations, enterprises, and public actors can more easily collaborate. But the above analysis suggests that there is still a gap between potential and achievement and a need for a new impetus to overcome fragmentation. This gap is both quantitative and qualitative. In quantitative terms, Europe needs to pool the best of its resources to achieve critical mass in strategic areas, and to enable companies that themselves are unable to carry out research-intensive activities, to have access to these resources. From a qualitative perspective, these resources should be sited within more dynamic and flexible institutional settings, appropriate (for example) to inter-disciplinary work or to developing productive synergy between education, research and innovation. A process of change in this direction will certainly take place in existing organisations; but it will face resistance and will take time. Moreover, if we are to take full advantage of the quality of European research and education, we will need new skills and competences to bridge the gap between science and society, as well as new reference models to inspire and guide the long term change involved.

4. A new Initiative

For these reasons, and as set out in the “Delivering on the modernisation agenda” paper, the Commission believes that a new initiative is needed; one that will stimulate and support the process of change both directly and indirectly: directly, by providing education, research and innovation outcomes addressing major social and economic priorities; indirectly, by providing the boundary spanning skills needed to exploit to the full the results of research, education and innovation. These issues have also been examined in Member States, where initiatives have been recently taken to increase the effectiveness of education, research and innovation; and the Commission shares the conclusion reached by a number of them that a new institution is necessary, albeit at European (rather than national) level. 

It thus proposes the creation of a new organisation, the European Institute of Technology, whose core activities would be education, research and innovation in major strategic areas of investigation. This is not the whole answer to the problems facing Europe in education, research and innovation; but it is a part of that answer. It would also provide a European Flagship that would be a reference model for change. 

The following sections set out the mission, the objectives and the proposed structure of the EIT, as well as dealing with the financial issues.

4.1. EIT Mission and Objectives

The above analysis, including the public consultation, provided much information about the mission the EIT should have. The Commission suggests that the EIT should pursue the following missions and objectives:

· Mission 1: to develop and be part of the European capacity to perform high level research, education and innovation activities, and to connect these together productively;

· Mission 2: to support and facilitate change processes by building capacity in research and innovation management in Europe.

These will involve the EIT in the following objectives:

· Performing excellent education, research and innovation. The EIT should bring together critical masses of the best resources available in the fields it covers, thus increasing the worldwide attractiveness of the European Higher Education Area and of the European Research and Innovation Area; 

· Exploiting knowledge outcomes. The EIT will use its intellectual property and its entrepreneurial and managerial skills to derive socio-economic benefits such as new products, new jobs and new companies, and to promote new innovative ventures;

· Reinforcing the integration of the three aspects of the knowledge triangle: education, research and innovation. Strengthening that link, through the development of skills and competences for the management of research and innovation (boundary spanning skills), will be a key task for the EIT, both in its own activities and more widely;

· To involve public actors and private organizations, including SMEs, as active partners in its research, education and innovation activities

· Developing into a reference model. The EIT, as a European flagship project, will explore, practice and disseminate innovative models of governance and management. This will contribute to the emergence of a strong European identity in the field of education, research and innovation;

· Facilitating change. The EIT will support geographical, cross-sectoral and interdisciplinary mobility of skills and resources within its activities at the European level. 

This means that the EIT will need:

· to cover a potentially wide range of subjects, which may include social sciences as well as issues of science and society;

· to deliver its own postgraduate degrees (i.e. master and doctorate) as necessary to achieve its objectives;

· to concentrate on inter and transdisciplinary approaches and explore innovative scientific and technological fields and perform leading edge research;

4.2. EIT Organisational structure

If the EIT is to be viable, it will also need to respond to a number of other criteria:

· it should be structured so as to have an impact across the whole of the EU, and to take account of the diversity of expectations, needs and locations of excellence; 

· it must be financially viable, in a difficult budgetary context;

· it must be attractive to potential future partners (public institutions including governments universities, research centres, companies);

The Commission therefore suggests that the EIT should be based on six main principles:

(1) a collaborative (or partnership) structure, with scientific partnerships based on existing resources and assets and designed to host diverse stakeholders from all around Europe;

(2) a flexible and adaptable organisation which will be established with a long term perspective;

(3) characterized by a high level of autonomy, especially regarding the research agenda;

(4) accountable towards society as a whole and especially towards its funding sources;

(5) characterized by a strong European identity and visibility of its own.

The Commission suggests that EIT should have a two-level structure. The first would be the central governance structure, responsible for setting the main (including scientific) priorities for the EIT, handling administrative and governance matters, and directly implementing the dissemination/management/innovation mission (mission 2).

The second would consist of a number of ‘knowledge systems’, each one responsible for taking forward the whole agenda of education, research and innovation in a particular thematic area (mission 1).

4.2.1. The central governance structure 

The central governance structure of the EIT should be based around an autonomous central governing board composed of individuals representing the various stakeholders of European society (including the European Institutions, the Member States, academia and business). Its composition and nomination procedures will be defined in the regulation establishing the EIT, and should provide the right balance between accountability and continuing independence.

The governing board acting on the advice of specialised committees will define the overall education, research and innovation agenda, the organisational structure (including the internal rules such as remuneration of staff and career development) and will ensure the economic and financial viability and development of the EIT. 

It will define the thematic priorities to be covered through the establishment of knowledge systems, select them on a competitive basis, approve their programmes, allocate multi-annual funding, establish the necessary procedures to ensure cooperation and collaboration between them and evaluate their performance. 

It will also be responsible for awarding the EIT’s degrees. This will normally be done on the basis of proposals from the knowledge systems (which host the teaching and research activities). Its role would be chiefly to ensure equivalence between the standards applied by the various knowledge systems.

To do so, the governing board will be supported by managerial, technical and administrative staff responsible for the implementation of its decisions. 

The governing board and its services will compose the overall central governing structure of the EIT. It can thus be seen as much more than a funding or coordinating and quality control mechanism. In addition, it will also directly host and perform research and education activities in the field of the innovation and science management, in order to achieve mission 2.

4.2.2. The knowledge systems 

The knowledge systems are the scientific heart of the EIT. A knowledge system is a set of human, physical, tangible and intangible resources brought together to carry out the EIT’s education, research and innovation strategy in a broad and interdisciplinary thematic area (e.g. green energy, climate change). Its aim is to create high-level critical mass in a particular field, to develop its education, research and innovation activities at high level. Although it will have its own governing bodies, these will act under the guidance, regulations and supervision of the central governance structure.
The knowledge systems will not be located within the central governing structure. Moreover, each knowledge system will establish its own organisation as well establish common facilities, infrastructures and locations (e.g. a central campus)

Knowledge system resources will be provided by contributing partners. These would include universities, research centres, large and small companies, etc. A knowledge system will not be based on the participation of whole institutions. Rather it will be composed of existing departments, laboratories, teams or individuals, that will be seconded by their home institution. 

Knowledge systems will enable the integration of their skills and assets, originating from different geographical areas of Europe. Knowledge systems will be selected on a competitive basis. The selection procedure would be organised by the EIT’s central governance structure. 

The selected knowledge systems would become part of the EIT on the basis of a long term commitment (e.g. a minimum of 10 to 15 years) from partner institutions that provide the seconded resources, though the duration might vary depending on the theme. Partners may expect to have different sorts of benefit from their cooperation in the EIT. These might include financial and intellectual property benefits; positioning benefits (academic credit, prestige); internal benefits (such as intellectual support beyond the areas where it is directly involved, access to knowledge about spin-off possibilities and methods); or even benefits in their relationship with the local community or economy. Moreover the partners would have a role in orienting the work and development of the knowledge system they participate in, being involved in its governing processes.

The various knowledge systems (including the departments, teams or sections making them up) would take the identity of the EIT, as would the staff working for them. They would follow its internal rules, including, for example, the rules related to staff management and remuneration. 

What is a knowledge system?

The “knowledge system” is a new concept that emerged from the reflections provided by the public consultation and from the organisational requirements (part 4.2) and, none exists today. Here is a hypothetical example, taken 6 years into the life of the EIT …

“The eSociety knowledge system does research, education and innovation around the impact of information and communication technologies on society. It deals with issues such as Knowledge Management, Service-oriented Computing, and Man-Machine Interaction. It offers 7 MSc and PhD programmes, and runs a series of research and development projects which include exchanges of students and staff with the companies involved. This year it submitted candidates for 300 MSc and 120 PhD EIT degrees, all of which were accepted by the EIT Governing Board. It is currently preparing for the major evaluation which the EIT carries out on all knowledge systems every 4 years.

The eSociety knowledge system consists of 6 departments and 10 teams belonging to different disciplines (including Computer Science, and Management), or industrial sectors (such as Digital Entertainment, Management Consulting, etc), originating in 5 European Universities, 3 Research Centres and 7 commercial companies spread across 10 European countries. Total staff (teaching, research, and technical and administrative) amount to over 400, including new recruits from non-European countries, such as US, China, and India. Some of these teams are still located in their home institutions; others (such as the development teams), have moved to a joint location where new physical infrastructure has been made available by one of the host universities, thanks to the financial support of the EIT centrally, of the local authority and a of venture capital fund. The technology transfer office has so far concluded 27 agreements for the sale of IP to outside parties. It is located in another of the host universities, where the knowledge system’s management structure is also situated, as is the Joint Campus where some common activities such as conferences and some core education activities are carried out. 

The eSociety knowledge system partners responded to the open call that issued by the EIT Governing Board 6 years earlier. Resources, both staff and facilities, have been seconded for varying periods of time from their home institution to the EIT. Seconded staff is employed by the EIT, and thus have their own remuneration, pension schemes, job evaluation procedures, etc.” 

5. Legal framework

The EIT would be a new autonomous European organisation with its own legal personality. The regulation establishing the EIT would need to give it the power (for example) to enter into contracts, to award degrees, to raise funding (including venture capital), and to undertake its activities in a consistent manner across the territory of the Union and beyond.

Among others, it would need the power to set its own intellectual property rules, and to ensure that these provide the right (and motivating) balance of benefit as between the partner organisations, the knowledge systems, the individuals working on projects, and the EIT itself. It would also need to define a standard human resources management policy
, covering issues such as recruitment, remuneration, evaluation and management of its staff.

Most importantly, it would need the power to regulate its relations with its partner organisations in the knowledge systems. Getting that balance right will be the key task for the governing board: participation must be attractive to the best institutions, but the knowledge systems must be more than mere networks. 

6. Financial support 

The success of the EIT will depend on its capacity to attract the appropriate human skills and competencies, and to provide them with the adequate infrastructure and resources. 

This means that funding has to be both sufficient and sustainable, and perceived as such. ‘Sufficient’ means that it has to be attractive enough to motivate partners to commit resources (staff and infrastructure) to the EIT over a period of years. ‘Sustainable’ means that the various knowledge systems should be able to count on a normal life of a minimum of 10 to 15 years, sufficient for an adequate reward on investment, provided they match up to their objectives. 

Funding will need to come from various sources: from the European Union, but also (in due course) from the Member States; from public sources but also from private ones (for example, through the contributions that partner organisations make to knowledge systems). There will need to be some core public funding; but much should be acquired through competitive bids, whether at European or at national levels; and more should come from the private sector, through investments, joint projects, venture capital, etc. The extent of private sector funding accessed will be one measure of the EIT’s success.

The Commission accepts that this is not an easy time to come forward with a proposal for spending out of the EU budget during the period 2007-2013. Discussions on the financial perspectives are already well advanced, and it is difficult at this stage to suggest a further major project. The Commission will therefore return to this issue in the review of the financial perspectives scheduled for 2008. Its current estimates, subject to further work, suggest that total funding for the EIT within the period 2007 to 2013 might be of the order of €1.5 – 2.0 billion, heavily concentrated in the later years of the period. There would be a growth in funding needs, as the various knowledge systems come on stream, but this would be progressive. No significant expenditure could be expected before 2010. 

The EIT should also be eligible to apply for competitive funding from all existing and future sources within the EU’s own budget or those of Member States. Thus the EIT should be able to apply, on the same basis as any other institution doing research, education or innovation, to the EU’s programmes in these fields (eg, the 7th Framework Programme, the Integrated Lifelong Learning programme, the various innovation programmes). These instruments will represent an opportunity for the EIT to support and develop its missions. The European Research Council will also represent a potential source of funding for the basic and investigator-driven research carried out by knowledge systems. The EIT, like any other organisation, will also be eligible to take part in other initiatives, such as the Technology Platforms and the Networks of Excellence. It should neither be excluded nor have any special status: its bids should be judged only on their intrinsic quality.
7. Conclusion 

The Commission has analysed briefly the modernisation agenda for education, research and innovation in European universities and research in a separate paper. It believes that within the context outlined there, the case for the EIT presented in this Communication is overwhelming. The EIT by itself cannot be the whole strategy to raise Europe’s competitiveness in the knowledge triangle; but it can play an important role. It can provide a model of high-level distributed excellence, responding to Europe’s own diversity and dispersion; it can directly contribute to improving science and research management capacities, thus improving the innovation process within Europe. It can provide a destination for European and non European top graduates and doctoral candidates, who all too often consider themselves obliged to look for alternatives outside European universities.

The EIT would not acquire academic and research credibility overnight. It would have to earn that credibility; everything would depend on the quality of the knowledge systems and of their publications and outputs as well as on its ability to engage the support from the non academic-world. That in turn means that much would depend on the quality of the EIT’s first governing board, which would set the agenda and the tone for the EIT for a generation.

However, the problems are less than the potential benefits. Europe needs a flagship knowledge project, and the EIT comes at the right time. Creating a new institution is not something to be done lightly. The Commission is aware of the hesitations in some parts of the university and research world, and understands the financial worries that underpin many of them. However, it has also noted the strong support provided in the consultation by the business sector and that of individual researchers, which highlights the need for a change in the direction of innovation as well as for the creation of better and more appropriate working contexts for European researchers. 

The Commission invites the European Council to consider the elements outlined in this communication, and to agree that the Commission should present a draft regulation to create an EIT. Given the importance of the subject matter, the Commission will not do so without such an invitation. It believes, however, that this is a step within Europe’s reach, and one that Europe cannot afford to miss.

Annex

Proposed Timetable and further work
The Commission suggests the following indicative timetable for the EIT:Spring 2006: agreement from the Spring European Council to go ahead

· July 2006: presentation of draft EIT Regulation

· Early 2008 adoption of the EIT Regulation 

· Spring 2008 nomination of the Governing board

· Autumn 2008 and winter 2009 call for and selection of the Knowledge Systems

· Autumn 2009: first activities

· Summer 2011: EIT awards its first MA degrees

· Summer 2012: EIT awards its first PhD degrees

· Work on non-legislative implementing measures would continue during this process.

� COM(2005), 24, “Working Together for Growth and Jobs: a New Start for the Lisbon Strategy”, par. 3.3.2. 


� COM (2006) xxxx


� COM(2005), 152 of 20/4/2005, “Mobilising the Brainpower of Europe”


� Staff Working paper reference, and url for more detail


�	As an example, the ratio of highly cited scientific publications is much higher in the USA than in the EU (the USA has 1,64 % of the total number of highly cited papers as percentage of total number of scientific publications, Japan has 0,59% and the EU has 0,25%). “The European Research Council. A corner stone in the European research area” (Ministry of Science, Technology and Innovation, Denmark); See also: “Evaluating and Comparing the innovation performance of the United States and the European Union”. Expert Report for the Trend Chart Policy Workshop 2005 by G. Dosi, P. Llerena, M. Sylos Labini (2005).


�	Out of some 2000 degree-awarding bodies in the US, about 215 award post-graduate degrees. There are fewer than 100 recognised general research-intensive universities in the US.


�	In 2003, EU R&D intensity was 1.93% of GDP, well below the US (2.59 %) and Japan (3.15). Key Figures 2005 on Science, Technology and Innovation: Towards a European Knowledge Area. European Commission, Directorate General for Research.


�	S&E Indicators, National Science Foundation, 2004. According to this source, in the US 95% of federal university research funding is spent in nearly 200 universities out of a total of 3.300.


�	Europe benefits less from the increased globalisation of R&D than its main competitors. Over the years 1997-2002, R&D expenditure by EU companies in the US increased in real terms much faster than R&D expenditure by US firms in the EU (+54 % against +38 %). Emerging countries like India and China are those that benefit more from US R&D outflows. Key Figures 2005 on Science, Technology and Innovation: Towards a European Knowledge Area. European Commission, Directorate General for Research.


�	U.S. Defence R&D Spending: An Analysis of the Impacts. Rapporteur’s report for the EURAB Working Group ERA Scope and Vision, January 2004, by Andrew James (PREST)


�	The use of the European Union’s staff regulations would be inappropriate
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