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1 Innovation Dashboard

This document discusses the development of the innovation dashboard project developed by the

We s t Mi dl ands Regi onal Observatory (WMRO) and

Technology Council. It reviews the issues surrounding the accurate measurement of innovation
activity befo re providing an overview of indicators that have been adopted for future
monitoring.

1.1 What are we trying to measure?

What is innovation? To be in a position to measure innovation we must first be able to focus our
definition for what we mean by innovation.

Innovation is widely defined as the commercial exploitation of new ideas. The concept of

i nnovation extends beyond simply &6inventioné
innovation, other more complex factors interplay to generate economic  benefits from the new
ideas.

A more encompassing definition of innovation identifies 5 main themes. These are -

¢ New products and processes

new techniques for production

the implementation of new organisational frameworks

creation or diversification of new markets

new sources of supply

Recently NESTA proposed a more encompassing definition of innovation to that described

above. They propose defining innovation as ©O6change

of ideas that are new -to-world, new -to-nation/region, new -to-industry or new -to-f i r mo .

! National Endowment for Science Technology and the Arts
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1.2 Measuring innovation

Measuring innovation is hugely difficult. The

guantificati on than the more complex defini tion given above. The basic linear model of
innovation posits a process that moves from one stage to another:

Basic Research--> Applied Research--> Development --> Diffusion/production.

There are numerous variations, with differing descriptions and titles for the stages. There are
also variations that emplo y feedback mechanisms. But they are essentially the same: science
goes in and products (innovations) come out. The linear model of innovation originally gained
acceptance and continues to drive analysis today because of the availability and power of the
statistics used in the model. The model took hold and became the norm - and the statistics were
developed to reinforce the model.

The West Midlands Regional Observatory has already undertaken work to calculate a Regional
Innovation Index. The methodology be hind this project was the 2007 European Innovation
Scoreboardf. However, the European Innovation Scorecards changed between 2007 and 2008
making direct comparisons difficult so we have based our proposals on a benchmarking exercise
undertaken in the East of England. A table of the indicators used by both methodologies can be
found in The data has been presented graphically and incorporated into a single dashboard, a
copy of which can be found in annex 4. This innovation dashboard will be updated and published
on a bi-annual basis, based on the release dates of key data .

Annex 1. Comparison of innovation indicators in European and East of England methodologies.

1.3 Coverage of the Innovation Dashboard

A dashboard is a bushess analysis tool that presents data with in a structured framework. It gives
the user the ability to define, track and monitor specific indicators to help determine the status

of strategic interventions. The dashboard structure definition, the selection o f adequate
indicators and their visualization are the key elements of this approach . A dashboard enables
users to identify trends at a glance and drill down into data sets to facilitate timely, evidence
based decision-making.

2 http://www.proinno  -europe.eu/admin/uploaded_documents/European_Innovation_Scoreboard_2007.pdf
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The primary measure is an initial presentation of the main variables adopted to measure and
compare regional innovation environments. The variables selected for the innovation dashboard
are set out in sections 1.5, 1.6 and 1.7 below. For each, the dashboard:

e compares the performance of the West Midlands Region to those of other geographic
areas as well as the UK average

e gradest he regionds position in-aghandea®d!| summarpyr o
Regionds performance

e indicates the English regi on 0sgthwiWeshMidlahdstobe st
learn from the best

1.4 Framework for the innovation dashboard

The dashboard indicators are categorized as inputs, links or outputs.

Innovation 6 i n p wate sconsidered to be those actions undertaken by the region which
contribute to in novative practice and which create a climate of innovation and
entrepreneurship. 6 L i nakegh@se practices that bring elements of innovation together; either
bringing people together or with businesses co -operating or the implementation of infrastructure
that will enable innovative practice and 6 Ou t p are the dndicators that reflect how successful
innovative practices have been; be it patent applications, firms introducing novel products or
processes, knowledge intensive business density, or long term change in GVA per capita.

The traffic light scheme recordsei t her O6r ed®&, OascorbirgitoGvhether thé gegiene n 6
falls into the top, middle or bottom third  of performance across the 9 English Regions. In future
iterations of the dashboard, we wi Il also be able to incorporate a separate indication of the
direction of travel of the indicator in the West Midlands relative to other regions.

This paper follows an initial draft where WMRO presented a more complete list of proposed
indicators. This was discussed at the last meeting of the s trategy and data sub group and it was
agreed that the dashboard should comprise primary and secondatry measures. While we do not
provide detailed commentary on each individual indicator in this paper, each table is
accompanied by a short overview.

More detailed table s containing metadata for each ind icator is provided in annexes 2 and 3.

The following section details suggested indicators that will form the basis of the innovation
dashboard.

Measuring Regional Innovation Page6 of 22
West Midlands Regional Observatory



1.5 Inputs

l nnovat i omecénsidedto ks thosa actions undertaken by the region which contribute

to innovative practice ; those activities and socio-economic indicators which create a climate of
innovation and entrepreneurship. As can be seen in the tables below the West Midlands region
underperforms the England average and falls in the bottom half of the regions in 12 of the 16

indicators so far measured. In fact in just one, relating to job related training, does the West

Midlands appear in the top half of English Regions. However it must be highlighted that the

di fferences between regions are often very smal
the WM making innovation relatedexpendi t ured i s only 4vétagb@®3%pyet t he
the region still ranks 7 .

Despite this, the dashboard highlights the work needed to foster an innovative environment in
the West Midlands in order to improve economic prosperity and productivity, and to attempt to
close the productivity gap.

Table 1 presents the six agreed priority indicators for the inputs to innovation activity. They

show that in half the cases the region is in the bottom third of the English regions. In particular

the regionds businesses are i nvestnsim@novawos igputt h an
activities. There may be sectoral issues that contribute to these lower relative investment

levels.
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Table 1: Priority indicators

Private investment

Education

Human capital

Variable

Proportion of businesses
making innovation -
related expenditure

R&D performed within
businesses as proportion
of GVA

Proportion of businesses
investing in external
knowledge creation

Proportion of pupils
achieving 5+ A*C
grades including English
& mathematics GCSEs

Higher education
qualifications obtained
per 10 000 population

Proportion of employed
working age residents
participating in job -
related training in past
13 weeks

7* indicates joint 7 ™.

- inputs

WM
figure

54%

1.1%

13%

46%

98

27%

Rank
(of 9)

87

86

87

87

86

National
figure
UK 55%
Eng 1.5%
UK 14%
Eng 48%
Eng 111
Eng 27%

Best English
region
East of 61%
England
East of 3.7%
England
South 16%
East
South 52%
East
London 155
North 30%
East

Second-best
region
East 59%
Midlands
South 1.9%
East
London 15%
London 51%
North 133
East
South 29%
West

Table 2 presents the indicators which the ITC data and strategy group identified as secondary
measures of innovation inputs. They show a similar picture to the investment indicators in table

1. However, the indicator of |
places the region bottom of the English regions with only 6 5% of firms providing staff training in
the last 12 months compared to an English average of 67%.
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Table 2: Secondary indicators dinputs

Variable WM Rank National Best English Second-best
figure (of 9) figure region region
BERD R&D personnel 0.6% §5 Eng 0.6% East of 1.3% South 1.0%
Y= as proportion of England East
é workforce
o
g
% Proportion of 61% §6 UK 61%  Eastof 66%  South  64%
2 businesses investing England East
o in 'tangibles'
_ Proportion of 65% gg Eng 67% North 70% South 69%
g employers providing East East
§ staff with either on
= or off the job
£ training in 12 month
T period
1.6 Links
O0bhksd indicators measure the things that bring

together; in cluding collaborative working and aspects of the supporting infrastructure.

Effective measurement of links is difficult. The indicators presented in tables 3 and 4 are broad
measures. These measures do not, however effectively reflect the depth and/or quality of these
links.

Broadband take-up among the regionds S ME s i s mar gi nal |y
significantly below the London and South East re gions. Potentially this is a reflection of
urbanisation, with some of the more rural regions having lower rates . The region with the lowest

take up is the Yorkshire and Humber with a take up rate of 57%.

The other indicators in tables 3 and 4 show the region is a mid-table position; however these
show the region only marginally above the UK average and so the position going forward will be
more uncertain as other regions catch up.
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Table 3: Primary indicators - links

Variable WM Rank  National Best English Second-best region
figure  (of 9) figure region
a Broadband take-up 63% §5* UK 62% South East 74% London 70%
'% rate amongst SMEs
g
>
S
S
o
@)
n Proportion of 11% §4 UK 10% EastMidlands 12% East of England 11%
c q o
2 businesses with co-
@ operation
[}
£ agreements

*5 means joint 5™

Table 4: Secondary indicators - links

Variable WM Rank National Best English Second-best
figure  (of 9) figure region region
@ Proportion of 57% § UK 57%  East of 67% South 66%
L households with > England East
8 broadband internet
S connections
S
S
o
@)
o Total funding for £112 g Eng £108 North £157 East of £123
= g - q 4
o businessuniversity East England
o research and
o consultancy per 100
5 academic staff
1.7 Outputs

~

60ut put s 0 aatoes that helect hawdsiiccessful innovative practices have been; be it
patent applications, firms introducing novel products or processes, knowledge intensive business
density, or long term change in GVA per capita.
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It is worth noting that the causal lin ks between inputs and outputs are not clearly defined. The
levels of the output measures listed in tables 5 and 6 are not necessarily determined by the
levels of the input measures in tables 5 and 6 . An individual output indicator may not be directly
affected by shifts in individual inputs, but rather  be an outcome of a range of activities.

Table 5: Primary indicators - outputs

Variable WM Rank National Best English Second-best
figure (of 9) figure region region

” Knowledge intensive 47% g 5 Eng 52% London 67% South 57%
£ business density East
E
=
g Proportion of innovation 62% g - UK 62% East of 68% North 66%
£ active enterprises England West

Overall proportion of 8.9% g 3 UK  7.7% South 9.1% East of 9.0%
< firms introducing novel East England
i)
= products
>
o
=
%; Overall proportion of 2.7% g - UK  3.0% North 3.8% South 3.6%
2 firms introducing novel East East

processes

c Overall proportion of 15% g 5 UK 15% East of 17% South 17%
-% firms introducing England West
3 existing products
g
S
S Overall proportion of 11% g 1 UK 9% West 11% Yorkshire 10%
g firms introducing Midlands and the
e existing processes Humber

The region heads the other regions in terms of introducing existing processes into their
businesses. Whie a positive step 0 learning and adopting from others 9 it indicates that the
regionds businesses are not good at devel oping
percentage of firms, 2.7% who introduce new processes.

Overall the traffic lights in tab le 5 reaffirm the fact that the region sits mid -table but close to
the overall national average.
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Table 6: Secondary indicator - output

Variable WM Rank National Best English Second-best
figure  (of 9) figure region region
Successful IPO patent 0.28 §5 Eng 0.36 South 0.52 East of 0.50

applications per 10 000
population

East England

Intellec tual property

Table 6 shows the standard output measure of innovation as traditionally pursued by the linear
methodology outlined in 1.2 above. This measure is sensitive to sector activity, population size
as well as legal and institutional factors 3

1.8 Dasboard Updates

The data has been presented graphically and incorporated into a single dashboard, a copy of
which can be found in annex 4. This innovation dashboard will be updated and published on a
bi-annual basis, based on the release dates of key data .

3 See Eonomist July 23 2009 Europe's unwieldy patent regime
http://m.economist.com/h/business_14105584.php
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Annex 1: Comparison of innovation indicators in European and East of England methodologies
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