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INTRODUCTION

Ahead of the Autumn Budget, AIRTO’s representation to His Majesty’s Treasury sets out how the UK's
Innovation, Research and Technology (IRT) sector can turn breakthrough ideas into market realities that
drive growth, productivity and resilience. It identifies the principal policy levers required to accelerate
technology translation, commercialisation and adoption, crowd in private investment, strengthen regional
innovation capacity and ensure that more UK-originated innovation scales up and remains in the UK. A
central theme of this representation is that research and innovation investment must be connected more
deliberately to industrial and market ‘pull’. AIRTO members are well placed to perform this matching
function: identifying where business demand, supply-chain need and future market opportunity align with
existing and emerging knowledge, facilities and applied research capability.

Specific proposals include:

- A £200 million one-off IRT sector venturing fund.

- A £100 million per annum recapitalisation fund (for review after five years).

- A 3-year National Innovation Internship Scheme creating 1,000 paid placements at an estimated
£950,000 cost.

- Support for stimulating UK participation in international collaborations, including the €175 billion
European Framework 10 programme.

- Investing in local support for place-based delivery of innovation.

AIRTO contends that together, these measures would crowd in private investment, strengthen regional
innovation capacity and help more UK-originated innovation to scale and remain anchored in the UK.

Public spending on research, development and innovation should be considered as a growth-generating
investment, not a defensive cost. Targeted investment through the IRT sector increases the return from
existing public science funding by accelerating translation, crowding in private capital, improving
technology adoption and helping more UK-originated innovation scale domestically. Sustaining and
growing investment in the IRT sector is therefore not about maintaining existing provision; it is about
strengthening competitiveness, increasing productivity, expanding regional economic opportunity and
ensuring that publicly funded R&D generates measurable economic impact for the UK. As discussed
below, and based on published data, the projected national economic benefit of these investments would
be in excess of £2.1 billion.

THE ROLE OF THE INNOVATION, RESEARCH AND TECHNOLOGY SECTOR

The UK has world-leading organisations that, together, comprise the Innovation, Research and
Technology (IRT) sector. These are independent and trusted agents for driving innovation in industry. The
sector encompasses government-owned organisations, independent not-for-profit bodies and private
research organisations all of which form a critical part of the UK’s science and technology infrastructure
and work closely with industry, academia and serve government needs. This representation uses the term
Research and Technology Organisations (RTOs) as an umbrella term for Catapults and other constituent
parts of the IRT sector.

Previous evidence on the UK’s Innovation, Research and Technology sector shows that relatively modest
public investment can unlock disproportionate economic value: the sector generates an estimated £32-36
billion in UK GVA from £6.9 billion turnover, equivalent to around 2.3-2.6% of total UK GVA while drawing
on only a small fraction of public expenditure®. Wider economic analysis reinforces this case: public R&D
investment has been estimated to generate an annual average return of 40% after six years, meaning that

Page 2 of 14



each £100 million of public investment can create a continuing year on year productivity benefit of
around £40 million?. Innovate UK support also demonstrates strong spillover effects, with reported
returns including £7 of economic benefit for every £1 of public funding? and internal rates of return for
supported firms estimated at up to 73%2. The economic logic is particularly strong in the mid-Technology
Readiness Level (TRL) space where RTOs operate, because their demonstrators, testbeds, specialist
facilities and application expertise reduce barriers to uptake and residual technical and market risk,
helping businesses move faster from promising ideas to investable, scalable products. Individual
innovation infrastructure investments also show clear value for money; for example, ARCHER2, the UK’s
national supercomputer hosted at the EPCC at the University of Edinburgh, has been reported to return
£8.30 of economic benefit for every £1 of public money invested?. Targeted public funding therefore
crowds in private capital, strengthens regional innovation clusters, supports high-value jobs and supply
chains, and increases the likelihood that publicly supported early research breakthroughs will generate
long-term economic value that is retained in the UK.

If properly supported, the IRT sector has significant untapped capacity to expand its contribution to
industrial prosperity and delivery of government policies in the science and innovation space. In the short
and medium term, its applied expertise, facilities and industry relationships can contribute directly to
stronger economic growth. Over the longer term, the sector should form an increasingly integral part of
the UK’s science and innovation infrastructure, helping to increase national R&D intensity and improve
the industrial exploitation of new technologies.

IRT sector organisations play a major role in making the UK innovation system work. Operating across
independent RTOs, Catapults, Public-Sector Research Establishments (PSREs) and specialist applied
research organisations; they connect universities, industry and government, translating promising
research into industrially relevant capability, and matching industrial and market pull with existing and
future knowledge, facilities and applied research expertise. This role is particularly important at mid-TRL,
where many academic discoveries and public research assets stall before reaching customers, investors or
supply chains. By providing demonstrators, testbeds, validation environments, specialist engineering and
commercialisation support, AIRTO’s members reduce technical and market risk, accelerate technology
adoption, and increase the likelihood that UK-funded ideas become investable products in scalable
companies, producing high-value jobs and creating long-term economic impact in the UK. This established
capability means that AIRTO members are not simply stakeholders in the innovation system; they are
delivery partners through which government can implement their proposed measures rapidly. Further
mobilising the sector’s existing expertise, facilities, industry relationships and regional reach with
appropriate government intervention would enable policies to be translated more rapidly into beneficial
commercial, industrial and economic outcomes.

A major area of activity for the IRT sector operations is research, development, innovation and
demonstration in the mid-TRL space, where public investment has a ‘multiplier effect’ due to the generic
nature of the activity and its relevance across whole sectors and industries. Appropriate public funding is
also significantly multiplied by industrial investment both directly and through the IRT sector. This is
reinforced by the IRT sector’s commitment to the transfer of knowledge to industry and its deployment
for innovative activity. As discussed above, AIRTO advocates to optimise the balance of public funding for
research, development and innovation to provide more mid-technology readiness level support (e.g.,
demonstrators) for key sectors and industries, reducing the cost and time to translate technologies to
market (as discussed in AIRTO’s previous Position Paper ‘More D!).

The recent merger of Department for Business and Trade, DBT and Department for Science, Innovation
and Technology, DSIT functions into the new Department for Business, Innovation, Science and Trade
represents an opportunity to connect research, innovation, commercialisation and business growth more
effectively. Rather than treating science and technology as separate policy domains, the new
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departmental structure could help embed innovation as a driver of industrial competitiveness,
productivity and trade responding to industry’s needs. AIRTO members are natural delivery partners for
this agenda because they already operate at the interface between research excellence, business need,
applied technology development and market adoption. Working through AIRTO members will help
government translate departmental integration into a practical economic route for stronger regional and
national growth. Devolution creates an opportunity for mayoral combined authorities and city regions to
align innovation investment with local industrial strengths. However, devolved delivery must be matched
by strong national coordination. Without this, the UK risks fragmentation and duplication of effort, where
regional innovation strategies, funding routes and infrastructure investments become disconnected from
one another and from the national industrial strategy.

A nationally coherent approach would support place-based delivery while maintaining UK-wide strategic
coordination. AIRTO members can help provide that connectivity by linking local business demand to
national innovation capability, helping city-region ecosystems access specialist facilities, and turning
regional strengths into nationally significant growth opportunities. Examples such as Liverpool City
Region’s LYVA Labs and Lucideon’s Ceramic Matrix Composite (CMC) manufacturing proposal
demonstrate the importance and impact of local commercialisation vehicles in supporting start-ups,
attracting co-investment and building regional innovation ecosystems. SET-squared in Southern England
illustrates the wider economic potential of structured university-industry innovation support, with
supported companies generating substantial investment, jobs and GVA over time. These examples
reinforce the case for investing in RTO-linked regional innovation infrastructure, skills and venture
creation as part of a coordinated UK-wide growth strategy.

AIRTO’S REPRESENTATION

AIRTO’s representation sets out a practical offer from the IRT sector to help government deliver growth,
greater productivity, stimulate private investment, enhance skills development, boost national resilience
and drive societal benefit.

AIRTO's primary ask is that His Majesty’s Government, HMG adopts an urgent, government-wide
approach to powering growth through sustained public support for research and innovation, using public
funding to crowd in private capability, investment and demand. Following consultation with our
members, the representation is a clear sector proposition whereby, enabled by targeted government
action, the IRT sector can act as a delivery partner for government, delivering stronger technology
translation, more effective commercialisation, robust regional innovation capacity, expanded early-career
pathways and a stronger international profile for UK innovation.

Specific policy asks for HMG are centred around a range of ‘critical levers’ as follows to:

e Sustain and grow real-terms public funding in research, development and innovation, linked to
measurable economic and industrial outcomes.

e Accelerate deployment of UKRI’s budget for business scale-up, commercialisation and technology
adoption.

¢ Reduce regulatory barriers for innovative businesses across the key ‘IS6’ technology areas® for UK
growth (Advanced manufacturing, Clean energy industries, Creative industries, Defence, Life
sciences, and Digital technologies).

e Use public procurement more strategically to create markets for UK innovation, support business
growth and increase private investment.
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Establish a £100 million per annum recapitalisation fund for independent non-profit distributing
RTOs and other eligible non shareholder owned IRT organisations to support innovation
infrastructure, to be reviewed after 5 years.

Create a £200 million one-off Venturing Fund for the independent RTO sector, to be reviewed after
5 years.

Invest in the technical, commercial and procurement skills required across government and the
wider innovation workforce.

Provide support for global collaborations for UK-based innovation intensive businesses, academia
and IRT sector organisations, including via European programmes.

Specific actions for HMG to pull on the critical levers are identified as the following ‘asks’:

1

. Sustain and grow investment in research, development and innovation

Index public R&D grants to inflation to prevent erosion of the UK’s research and innovation base.
Address cost-recovery issues that threaten long-term infrastructure sustainability across the wider
R&D ecosystem, particularly for energy-intensive IRT sector organisations exposed to fluctuating
energy prices and short-term funding cycles.

Expand the UK’s capacity to translate research into productive economic activity, recognising the role
of research and innovation in national resilience, security objectives and defence (including via
development of dual-use technologies), alongside economic and societal missions.

Ensure the R&D tax credit regime remains stable, predictable and internationally competitive,
recognising its role in crowding in private investment by making the UK an attractive to develop and
scale new technologies.

Complement public R&D investment with strategic public procurement, creating early markets for
innovative products and services and providing businesses with non-dilutive revenue that supports
growth, attracts private investment and demonstrates applications to overseas customers for UK
products.

Link public R&D investment more clearly to demonstrable outcomes, including private investment
leveraged, new products and services brought to market, export growth, business productivity and
high-value employment.

2. Accelerate deployment of UKRI’s budget for business scale-up activities

Ring-fence UKRI funding dedicated to supporting innovative scale-ups, ensuring it is not consumed by
curiosity-driven or mission-driven activities.

Allocate a defined and substantial portion of UKRI's annual budget towards development,
demonstration, validation, adoption and commercial translation - the 'More D!' agenda - ensuring that
innovative businesses are supported through the full journey from technical development to
commercial deployment.

Target strategic priority funding towards the Industrial Strategy priority sectors and technology areas
where near-to-market innovation can deliver productivity and growth.

Create a technology adoption programme which will use the existing and future knowledge in the RTO
sector to directly support UK industry in improving their technology, competitiveness and growth. This
programme would have some similarities to the UKRI Higher Education Innovation Fund (HEIF)
programme for universities but will have a more direct and immediate impact on UK industry. This will
ensure support for start-ups, small & medium sized enterprises (SMEs) and established innovation-
intensive companies including funding routes that enable development, demonstration, adoption and
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scale-up; not only early-stage research activities. AIRTO is willing to develop plan for this initiative in
cooperation with UKRI.

e Accelerate funding decisions and programme deployment so that RTOs and innovative businesses can
retain specialist capability, respond to commercial opportunities and plan long-term R&D activity.

e Position public innovation funding as an urgent productivity and growth intervention, with recipients
and delivery partners prepared to demonstrate efficiency, leverage and measurable outcomes.

w

. Reduce regulatory barriers in key ‘IS6’ technology areas for UK growth

e Fully resource the Regulatory Innovation Office (RIO) and its ‘Front Door’ initiative so that innovators
have clearer, faster and more coordinated access to regulatory guidance.

e Mandate faster, joined-up multi-regulator pathways, developed with stakeholders to ensure that
guidance and compliance requirements are proportionate, practical and appropriate to technologies
critical to UK growth.

e Tackle compliance cliff-edges between experimental research, demonstrator activity and full
commercial operations.

¢ Implement proportionate compliance measures that reduce market entry costs for innovators and
improve investor confidence.

e Ensure regulatory reform supports innovation across the breadth of critical technologies and is not
narrowly focused on Al and digital innovation alone.

e Enable greater use of regulated demonstrators, trials and first-customer opportunities to help
innovative businesses validate technologies, secure reference customers, attract private investment
and accelerate commercial adoption.

4. Use public procurement strategically to create markets for UK innovation

e Identify and address the technical, procedural, cultural and risk-management barriers that prevent
government bodies from procuring innovative products and services.

e Build greater technical and commercial capability within procurement teams so that government can
act as an informed and intelligent client.

e Provide procurement professionals with the confidence and guidance to use existing flexibilities,
exemptions and single-source routes where these are lawful, proportionate and appropriate.

e Use demonstrators, trials and first-customer mechanisms to validate innovative technologies and
create credible pathways towards wider adoption.

¢ Maintain appropriate safeguards for accountability, competition and value for money; pursuing more
intelligent and proportionate procurement, rather than speed at the expense of robust scrutiny.

5. Establish a £100 million recapitalisation fund for independent non-profit distributing RTOs without
access to finance from private shareholders

e Secure dedicated per annum capital funding (to be reviewed after 5 years) for independent non-profit
distributing RTOs and independent research organisations to sustain nationally important and
commercially independent innovation infrastructure.

e Provide recapitalisation mechanisms for organisations that do not have recourse to shareholder
funding for investment in buildings, facilities, test beds, pilot lines, demonstrators, software, digital
infrastructure, computing capacity and cyber-physical security systems.

e Guard against the separation of capital and operational funding supplied via public sector
interventions by ensuring that public investment in facilities, demonstrators, testbeds, software and
digital infrastructure is accompanied by the resources required to operate, maintain and make those

Page 6 of 14



assets accessible to businesses. Innovation infrastructure delivers value only when companies can
actively use it to develop, validate and commercialise new technologies.

e Direct capital investment towards shared innovation assets that respond to demonstrable industry
demand, support regional clusters and give businesses, particularly SMEs and scale-ups, access to
specialist capabilities they could not establish individually and independently.

6. Create a £200 million Venturing Fund for the Independent RTO sector to support entrepreneurs

e Create a dedicated one-off Venturing Fund (to be reviewed after 5 years) for Independent RTOs to
unlock the potential of RTO-originated and RTO-assisted deep-tech ventures.

e Extend access to HEIF, or establish an equivalent mechanism for independent RTOs, to support the
commercialisation of RTO-generated intellectual property and knowledge assets, helping create and
scale UK-based businesses and ensuring greater economic returns from research and innovation
activity.

e Provide tailored fiscal and policy support for RTO-led venturing, recognising RTOs as a distinct route to
venture creation alongside universities and accelerators.

e Enable RTOs and RTO-backed ventures to participate in public-private co-investment schemes and
scale-up finance mechanisms.

e Support venture studios, co-investment platforms, founder support pathways and other mechanisms
that can accelerate commercialisation from applied research environments.

e Optimise tax incentives that support early-stage entrepreneurs, venture investment and the growth of
innovation-intensive businesses.

e Explore how partnership between UKRI, the British Business Bank and RTOs could support a practical
venturing initiative that combines public mission focus with private investment discipline.

e Use regulator-approved procurement, demonstrators and first-customer mechanisms to create
demand for innovation, giving businesses the confidence and market pull needed to invest, scale and
commercialise.

7. Invest in the skills and capability required to deliver innovation-led growth

e Prioritise innovation workforce development through a comprehensive plan focused on the technical,
commercial and practical capabilities needed across the wider research, development and innovation
ecosystem.

e Support regional early-career innovation pathways, including work experience placements,
internships, apprenticeships, graduate schemes and practical training linked to innovation-intensive
companies and RTO facilities.

e Promote and monitor use of the expanded Global Talent Visa route across RTOs and the wider
innovation ecosystem, ensuring that eligible organisations can recruit scarce international expertise
effectively.

e Target investment regionally so that skills provision aligns with local industrial strengths, emerging
technology clusters and access to specialist RTO infrastructure.

e Ensure skills interventions support technology adoption and commercialisation in established
companies as well as start-ups and deep-tech ventures, and recognise the contribution of RTOs to
vocational, technical and non-university routes into innovation careers.

8. Support global collaborations for UK-based innovation-intensive businesses, academia and IRT sector
organisations
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e Ensure that ministers and civil servants have a strong understanding of the UK’s innovation
infrastructure and are equipped to promote UK capability effectively in international discussions and
trade activity.

e Support UK participation in European programmes, including future European Framework Programme
activity, to strengthen collaboration, leverage international expertise and increase UK access to
emerging collaborative R&D opportunities, including European Framework Programme 10.

e Ensure UKRI and Innovate UK programmes actively encourage international collaboration and work
with European partners to secure UK industry’s eligibility to participate in EU programmes and markets
where UK innovation can accelerate commercialisation and strengthen shared capabilities, supply-
chain resilience and strategic security.

e Use global collaboration funding to help UK-based innovators access partners, facilities, demonstration
environments and customers beyond the domestic market.

¢ Recognise the role of the IRT sector as a convenor and delivery partner for international collaboration
between business, academia, government and finance.

e Use international collaboration to retain and attract scarce talent, including experienced specialists
from sectors under economic pressure, and to strengthen the UK’s capacity to participate in global
innovation supply chains.

IMPACT OF AIRTO’S POLICY ‘ASKS’

AIRTO has recently welcomed UKRI’'s new strategy, and our sector continues to be motivated to advance
knowledge, improve lives and drive growth, while helping companies “start, scale and stay” in the UK and
to continue playing a key role in strengthening research and innovation clusters across the country.

AIRTO’s ‘asks’ are aimed at protecting the UK’s research and innovation base, improving the route from
discovery to deployment, strengthening regional innovation capacity, unlocking investment into deep-
tech ventures, building the skills needed for innovation-led growth, and ensuring UK organisations remain
globally connected.

AIRTO contends that these policy interventions are critical to driving measurable improvements in
productivity, exports, scale-up of commercial innovation, regional growth and business access to
specialist innovation capability.

PROACTIVE PROPOSALS FROM AIRTO

In addition to making ‘asks’ of government, AIRTO is putting forward a range of proactive proposals aimed
at boosting innovation-led growth, as follows:

e A £200 million one-off sector venturing fund, supported by access to HEIF or an equivalent
commercialisation mechanism. The fund should support RTO-originated and RTO-enabled ventures,
with outcomes measured through venture creation, follow-on private investment, retained UK
intellectual property, revenue growth, exports and high-value employment. The fund should be
reviewed after five years.

e A £100 million recapitalisation fund for independent non-profit distributing RTOs and other eligible
IRT organisations to sustain nationally important research and innovation infrastructure where
organisations cannot rely on shareholder capital. The fund should be reviewed after 5 years.
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e A 3-year cross-sector National Innovation Internship Scaler to expand work experience, internships,
graduate routes and other early-career pathways into innovation careers, with potential for matched
government funding.

¢ Measures to expand international collaboration, including support for European and wider global
partnerships that accelerate commercialisation, strengthen supply chains and increase access to
international markets.

e Initiatives to drive regional growth via innovation, by adapting locally embedded and proven
commercialisation mechanisms where there is demonstrable industrial demand, a strong base of
innovation assets and potential to generate significant place-based prosperity.

Further details of these proposed initiatives are included in the Appendix.

CONCLUSIONS

The UK faces an urgent choice: move rapidly to convert its strengths in research and technology into
industrial, commercial and economic advantage, or risk losing private investment, capability and high-
value growth to faster-moving competitors. The IRT sector provides government with an established
delivery infrastructure through which it can act rapidly and effectively.

AIRTO’s Autumn Budget representation calls on HMG to improve the delivery and outcomes from critical
policy “levers” - public R&D investment, scale-up support, proportionate regulation, strategic
procurement, innovation infrastructure, and support for venturing, skills and international collaboration.
It proposes a £200 million RTO Venturing Fund, a £100 million recapitalisation fund, a 3-year National
Innovation Internship Scaler and stronger support for global collaboration. Taken together, these asks
provide a clear and practical route for turning breakthrough ideas into market-ready products, services
and industrial capability. AIRTO members are well placed to identify where business demand, supply-
chain demand and future market opportunity align with existing and emerging knowledge, facilities and
applied research expertise. With targeted government support, AIRTO members can help translate
breakthrough ideas into market ready product and service opportunities, strengthen regional innovation
capacity, attract investment, build future talent and ensure more UK innovation scales and stays in the
UK. We would welcome a closer partnership with government in the delivery of these ambitions and look
forward to continuing dialogue in the coming months.
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APPENDIX — SPECIFIC PROPOSALS FOR FURTHER CONSIDERATION

A £200 million one-off sector venturing fund to support RTO-originated and RTO-enabled deep-tech
ventures

The UK already has strong scientific capability, applied innovation expertise and early-stage venture
formation, but too often it fails to convert these strengths into scaled, full commercial UK-based deep-
tech companies. The problem is not a lack of ideas or technical quality, but a fragmented system for
supporting the development and growth of such market leading companies: RTOs, universities, public
funders and investors all support innovation, yet their interventions are often episodic, poorly connected
and insufficiently aligned with the long, technically complex journey from validation to scale. RTOs already
play a valuable role by providing specialist expertise, facilities, validation and early venture support, but
this activity is uneven, undercapitalised and not organised around shared portfolio logic.

AIRTO proposes the creation of an RTO venturing platform, leading to a professionally managed pooled
investment fund of £200 million which would be reviewed after 5 years. The platform would aggregate
RTO-originated and RTO-supported venture pipelines, standardise validation and investment-readiness
signals, and create a clearer interface for public and private capital. The fund would then enable risk to be
managed across a portfolio rather than through isolated institutional investments, allowing capital to be
deployed earlier and more confidently into technically validated deep-tech ventures. In essence, the
proposal is to turn proven RTO venturing activity (exemplified by existing accelerators such as Tech X’)
which has demonstrated impact, but which is a somewhat fragmented model into a coherent national
engine for de-risking, financing and scaling UK deep tech, improving investor confidence, recycling
learning and capital, and increasing the chances that publicly supported innovation generates long-term
economic value in the UK.

A £200 million RTO Venturing Fund would address a clear gap in the UK’s innovation finance landscape.
Universities benefit from the Higher Education Innovation Fund (HEIF), which provides structural support
for knowledge exchange, research commercialisation and university-business collaboration. Public Sector
Research Establishments can access the Commercialising Knowledge Assets Fund, which supports public-
sector knowledge assets towards market readiness. Independent RTOs, however, have no equivalent
dedicated mechanism, despite holding and supporting commercially relevant applied research, specialist
know-how, demonstrator capability and industry-facing innovation pipelines.

This gap means that taxpayer-supported intellectual property and know-how can be missed, fragmented
or commercialised below its potential. A dedicated RTO Venturing Fund would create a route for RTO-
originated and RTO-enabled ventures to be validated, investment-ready and scaled in the UK. If
structured as a portfolio fund, it could support venture studios, proof-of-market activity, co-investment
platforms, founder support and first-customer mechanisms. As an illustrative model, a £200 million fund
supporting 80 - 120 venture opportunities over several years could create a pipeline of new deep-tech
businesses, high-value jobs and follow-on private investment, with returns generated through company
creation, productivity gains, licensing, exports and retained UK IP.

Public support for development and demonstration can generate significant commercial outcomes when
businesses are able to progress through validation, adoption and market deployment. For example,
marine technology company RAD Propulsion received support through Connected Places Catapult-led
programmes, including the Transport Research and Innovation Grants programme, to develop and
demonstrate its electric propulsion technology. Following demonstration, the company secured
commercial sales in international markets and subsequently raised £4.4 million in private investment to
support further growth?. This illustrates how support for development, demonstration, validation and
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commercialisation can help innovative businesses attract investment, access international markets and
scale in the UK.

A £100 million per annum recapitalisation fund to sustain nationally important research and innovation
infrastructure

Investing in some of the UK’s non-profit distributing organisations that underpin the innovation
ecosystem’s foundations, offering living labs, testbeds and demonstrators, which currently remain
undercapitalised. For the UK’s innovation ecosystem to be truly world-leading by 2035, this
underinvestment must be addressed. Therefore, it is recommended that the government create a
recapitalisation fund of £100m per annum for IRT organisations which do not have recourse to
shareholder funding (because of their independent ownership and commitment to mission-driven
support). This will allow a very significant increase in their support of and benefit to UK plc. and will
complement existing government investment in Catapult Centres and PSREs. A key feature of this
resource allocation, for it to be effective, is longevity. Longevity of support is equally vital for current
funding mechanisms for Catapult Centres and PSREs. Therefore, the recapitalisation fund would ideally be
reviewed after 5 years of operation.

A cross-sector innovation internship programme

AIRTO welcomes the government’s pledges to put people at the heart of its plans by investing in
education and skills to develop the UK workforce and improving opportunities for the brightest and best
to come to work in the UK. Therefore, it is recommended that government develop a comprehensive,
long-term ‘workforce plan’ for research and development in the UK covering education and skills, and
involving the key players: industry, the IRT sector, and universities. IRT sector organisations are very active
in the development of skills, for example identifying and delivering training linked to the needs of merging
industries. They also have significant partnerships with universities to deliver postgraduate training
targeted at developing people for future careers in applied research and industry. Much of this is
delivered with ad hoc public support, or without public funding. AIRTO would welcome a closer
partnership with government in the delivery of education and skills and is willing to play a supportive role
in the development of a ‘workforce’ plan for R&D and innovation in the UK.

AIRTO is also proposing a National Innovation Internship Scheme, a three-year initiative to create 1,000
paid, three-month innovation internships for recent UK science, technology and business graduates.
Delivered through around 30 RTOs, it would scale the Net Zero Technology Centre’s summer internship
model® nationally, giving graduates structured, practical experience in R&D, technology deployment, data,
commercialisation and business development. The programme is positioned as a direct response to
graduate unemployment and underemployment, particularly the “experience gap” that prevents many
qualified graduates from securing entry-level roles.

AIRTO proposes government co-funding and support to cover intern salaries, mentoring overheads and
central programme coordination, with an estimated total cost of £950,000. The internships would be
phased over three years, rising from 250 placements in year one to 400 in year three, and would align
with wider government youth employment and innovation priorities. Expected outcomes include moving
graduates into high-productivity innovation settings, accelerating RTO project delivery, strengthening the
UK innovation talent pipeline and improving retention of early-career talent in science, technology and
business sectors.

Measures to expand international collaboration

Systematically leverage the international network across the IRT sector to export innovation and world-
firsts by building new collaborations and promoting British Standards around the globe. More support
mechanisms are needed to foster collaborations and steps must be taken to ensure that established and
renowned UK entities continue to play their pivotal part in programmes like Horizon Europe and the
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forthcoming €175 billion Framework 10 programme from 2028 onwards. The UK’s international standing
as a global leader for science and innovation will be hampered if we lose ground in our relationships with
key collaborators in EU member states. Structured government support for mapping, marketing, and
promoting the UK’s innovation sector internationally is critical.

Initiatives to drive regional growth via innovation

Investing in support for place-based delivery while maintaining UK-wide strategic coordination is key to
the government’s ambitions for growth. AIRTO members can help provide the connectivity required for
success by linking local business demand to national innovation capability, helping city-region ecosystems
access specialist facilities, and turning regional strengths into nationally significant growth opportunities.
Examples such as Liverpool City Region’s LYVA Labs demonstrate the importance and impact of local
commercialisation vehicles in supporting start-ups, attracting co-investment and building regional
innovation ecosystems®. LYVA Labs was established to address key market failures in Liverpool City Region
for innovative SMEs and start-ups, including:

1. Alack of early-stage investment in R&D-intensive sectors including health and life sciences and deep
tech (including advanced manufacturing, engineering, materials, foundational Al, quantum, defence);

2. Astrong research base but very limited flow of public sector R&D funding for SMEs in the region;

3. The lack of a supportive ecosystem for early-stage SMEs and limited engagement with the wealth of
research assets in the region and beyond;

4. A high SME failure rate and a low density of investors, success stories and exited founders.

Through a combination of pre-seed investment, grant writing support, investment readiness training and
investor days, underpinned by intensive support and industry mentoring tailored to the stage of
innovation and the founders’ experience and expertise. The founders now have more funding, better
networks, access to experts and industry engagement. This has built capabilities within the team and
within the start-up community, evidenced by £16.5m co-investment alongside £4m direct investment in
four years, and £30m in grant funding and innovation loans for SMEs. This capability has also enabled the
team to secure and deliver national Biomedical Catalyst Accelerator programmes for Innovate UK, in
specialist, high growth areas such as microbials and future medicines. In addition, LYVA Labs has become
the partner of choice with local higher education institutions for SME support, translation and
commercialisation work packages on large-scale programmes such as the Local Innovation Partnerships
Fund and Research England’s Connecting Capabilities Fund.

In a region with significant research capability and assets, but limited SME density and survival rates, LYVA
Labs made an impact in a very short timeframe, delivering more than £7 as a return on investment for the
region for every £1 received from the Combined Authority (secured from other public and private funds)
and the organisation is building capability and resilience across the SME community. LYVA Labs has also
leveraged significant in-kind resources from the professional and business services sector (legal, finance,
regulatory, intellectual property management, human resources, marketing etc.) and from major industry
partners which provide insight and mentoring to its portfolio. Helping founders access funding and
investment at each stage of their journey, support ranges from TRL 3-9 i.e., from translation to market
validation and product-market fit, route to market planning and commercialisation. Overall, LYVA Labs
has helped bring over £60m into the region within four years of its establishment and directly created
~100 jobs.

The impact of place-based innovation investment extends beyond venture creation and SME growth; it
can also provide the foundation for large-scale industrial capability, supply-chain resilience and inward
investment, as demonstrated by Lucideon’s proposal to establish a UK ceramic matrix composite
manufacturing capability, in the form of a £500 million investment programme to establish a UK ceramic
matrix composite (CMC) manufacturing capability in Staffordshire’. Building on the existing AMRICC
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advanced ceramics facility, the proposal aims to create a sovereign UK supply of advanced ceramic
materials and components for strategically important sectors including aerospace, defence, space and
nuclear energy. The initiative would combine research and technology development, validation, skills,
infrastructure and manufacturing capability, helping to reduce reliance on international supply chains
while attracting investment and supporting high-value industrial growth in the Midlands. This example
demonstrates how established innovation organisations can translate specialist technical expertise and
innovation infrastructure into nationally significant manufacturing opportunities, strengthening regional
growth, industrial resilience and the commercialisation of advanced technologies in the UK.

AIRTO proposes that the government should explore how successful locally embedded commercialisation
models could be adapted in areas where there is demonstrable industrial demand, a strong base of
innovation assets and potential to generate significant place-based economic growth. Delivery and
eligibility should encompass Catapult Centres, independent non-profit-distributing RTOs, and other
eligible organisations within the UK innovation, research and technology sector, reflecting their
complementary roles in commercialisation, technology adoption and regional innovation-led growth.

For further information, please contact:
Dr Jane Gate, Executive Director, AIRTO Ltd: enquiries@airto.co.uk
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