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I am delighted to be here at the University of Teesside for the triennial Conference of Northern Universities, and particularly delighted to be able to think through with you some of the challenges surrounding the employer 
engagement agenda. 

This is not an agenda with which universities are unfamiliar: They were born in engagement, and born with the expectation of engagement
In part it is about the rediscovery of roots and a vision deeply etched in universities’ history. This is a particularly appropriate venue to discuss what universities and colleges are doing and can do to engage with employers, and how employers can engage more with the higher education sector.

When people ask what ‘employer engagement’ means in a modern setting, I could start by pointing them to your own work here at the University of Teesside.
· your Department of Health-funded digital X-Ray management training programme that your school of health and social care runs with Agfa, the camera film company, where you gave honorary lecturer status to two experienced radiographers, who then ensured that what they learned was taught more widely within their NHS organisations.
· your modular management training programme for Sainsbury’s and its Bells convenience stores fitted in around supermarket managers’ 45-hour weeks and which accredited the company’s existing ‘in house’ programme. 
· or, the Foundation Degree course that you have developed with Cleveland Police and West Mercia Constabulary, with a mock court room, crime scene house and police station on campus.
Of course, you are not alone. 

From Warwick to Derby, from Bradford to Coventry, universities are engaging with employers in ways that are deeper and stronger than ever before.
That so many universities and colleges are already engaged with employers is no accident. It reflects their refreshed mission, and for many it is now part of their core business. 
There are two good reasons why this is so.

The first is economic. As Sandy Leitch’s skills review showed last year, we will need at least 40 per cent of our working population with higher level skills if we are to maintain our international competitiveness. The Government will shortly publish its Higher Level Skills Strategy to help meet that goal.

And universities have long been one of the great economic stimulants. Higher education now contributes over £45 billion a year to GDP, for a total investment of a third of that amount. Our continuing economic contribution will come in part through greater employer engagement.
But the second reason is more pragmatic:  it is simply good for your business.  The undergraduate profile is changing significantly. No longer is the 18-21 year-old school leaver entirely in the driving seat. A majority of first year undergraduates is over 21, and a similar proportion is already in the workforce. Meanwhile, the number of older teenagers is set to decline, as the population shifts that are causing primary school closures today are reflected in the higher education pool in a few years’ time. So universities and colleges will need to widen and deepen participation in traditional and novel ways, and develop a model that attracts a greater proportion of older students, many of them already in the workforce.
Let us consider first how the sector already responds to business and the wider community, through research and knowledge transfer. As the Sainsbury Review acknowledged, research is a key contributor to economic growth, not least where it leads to new ideas and products.

Researchers have increasingly important relationships with business. Their blue skies thinking helps develop real innovations. Working with industry and services, the private and public sectors, researchers provide innovative solutions to seemingly intractable problems. 

And many universities have seen spin-out companies from the fruits of their research. Newcastle University, for example, has seen a host of such spin-outs. One is Clarizon, which provides energy efficient ozone technology which offers a more environmentally friendly way to sterilise water or disinfect spas and swimming pools. The company was developed in partnership with Hong Kong University.

HEFCE works with universities to add value to their knowledge transfer activities, those that help turn know-how into innovative, commercial products and services. 

Our recent grant letter for higher education confirmed Higher Education Innovation Fund (HEIF) round four, with funding rising to £150 million a year by 2010. We hope to announce detailed allocations next month.  The current round of HEIF is already supporting the capacity in all universities to respond to the needs of business, according to their own strategy and strengths.  
It is also supporting some large scale collaborative projects where university, business and public sector organisations have formed new partnerships to identify and take forward innovation.  Two excellent examples are the White Rose Health Innovation Partnership at Leeds, and the Centre for Customised Assembly at Sheffield.  
Many businesses and universities are also benefiting from being part of Knowledge Transfer Partnerships, funded by the Technology Strategy Board, which are helping firms to find innovative solutions that help their business grow and increase their competitive advantage through links to the right research department. 

In fact we recognise that universities are increasingly involved in activity that transcends the boundaries of research, teaching and knowledge transfer.  
Northumbria University’s Urban Regeneration programme, which is run in collaboration with Manchester Metropolitan University, Salford and University of Central Lancashire, brings together over 40 demand-led projects within one programme, with short courses, seminars, postgraduate CPD, action research and consultancy for companies.
So, there is a lot happening. But we will need to see even more in the future, not least because as our demographic profile changes, so too will the expectations and demands of our students. 
More will live at home, and an increasing proportion will continue to work at least part-time. Fees have already made our universities more accountable, and more willing to consider the whole student experience.  Most now see work to improve students’ employability and enterprise skills as a mainstream activity, often within the curriculum, and there are real beacons of excellent practice at the Centres for Excellence in Teaching and Learning throughout England. 
Tomorrow’s students will demand an even more personalised experience. We are only starting to see the emergence of the sort of new course models and timetables that they will expect as they juggle full-time work, family responsibilities and higher education. 

There will be more changes too in where and how courses are delivered. In one sense, this is not so new, as the Open University and many professional development courses have long embraced distance and e-learning.

But many will still value the opportunity of face-to-face contact with tutors. And an increasing proportion of higher education is being delivered through further education colleges, which now teach one in eight undergraduate students. We are also working to bring higher education to parts of England, like Suffolk, Cumbria, and Cornwall, which have been university-free zones. Our lifelong learning networks, in partnership with FE colleges, are helping students to progress to higher education through new pathways and with new confidence.
That is all to the good. However, there is one area where both employers and higher education could do more together. And that is in workforce development.
A growing number of bespoke new courses are helping to meet the needs of different economic sectors. I mentioned some of your innovative examples here at the University of Teesside, but I could also point to those being developed in partnership will regional and local agencies through the Higher Level Skills Pathfinders in the North East and North West. These projects draw on the existing strengths of universities and colleges throughout the region as well as ground-breaking partnerships such as the Greater Manchester Strategic Alliance in the North West and Knowledge House in the North East. 
An excellent example is Manchester College of Arts and Technology’s work with Skillset’s First Post North West course to provide practical on the job training for post-production staff in the film and television industries. The course is designed by industry and gives its students a real grounding in both the latest technology and the sort of employability skills that will help them to get on.

And here in the North East, we are in early discussions with Newcastle University about a regional employer engagement proposal linked to the creative and cultural industries.

Add to that the fact that over 60,000 students are currently on foundation degree courses, which provide the higher level skills that are needed by many teaching assistants, creative arts technicians, business managers and those in a range of medical fields such as optical dispensing or sports therapy. Many are taught in FE colleges. Over half of those who gain a foundation degree go on to take a full honours degree course. And a growing number of students are part-timers.
Moreover, we sometimes forget that one of the strongest employer engagement options provided by many universities and colleges is the MBA, a high-value, high-brand qualification unashamedly developed to meet employer needs. Nearly 40,000 people were on business masters’ courses last year. I was struck afresh by the dynamism of the business engagement, and value added, driven by our business and management schools when visiting Lancaster a few months ago.
But there is potential for the higher education contribution to workforce development to grow significantly, as industry and services require higher level skills from a greater proportion of the twelve million employees with no experience of higher education.

That will mean universities and colleges delivering courses much more flexibly than has traditionally been the case. It will mean doubling the capacity of the sector to provide for a significant increase in student numbers. And it will need courses that provide the depth of knowledge that are the mark of what’s best in our universities in ways that enable students from a range of backgrounds to contribute more fully to their industry and services.

That’s the challenge to our sector. But this isn’t just a challenge to higher education. It is a challenge to employers too.

Let me explain. I believe we are seeing the emergence of a new political economy of higher education.

Government continues to contribute the majority of our funding. But its contribution is a smaller proportion of our revenue than it was before. Tuition fees from both UK and overseas students now contribute around a quarter of our income. 
And a growing proportion of income comes from work with business and the community: overall income rose by over 14 per cent between 2003 and 2006 when it exceeded £2.25 billion. 
But if higher education makes the changes to become more responsive, then that brings with it a new responsibility on businesses that benefit from that increased responsiveness to make a bigger contribution still. 
So, we have been trialling an approach where the state, the individual and the employer share the cost of courses. We should meet the initial targets for such co-funding – of 5,000 new places part-funded by employers by 2008-09. Our target is now to see at least 10,000 new entrants in 2009-10 and 20,000 in 2010-11.
Through our strategic development fund, we are establishing a ring-fenced employer engagement stream worth at least £105 million over the three years from 2008 to 2011. That money could be used in a range of ways to help a university or college to change its working with employers, including paying for new infrastructure including ICT, or training staff. In return, a provider would need to agree to achieve a significant level of new co-funding from employers. 
This work should be seen alongside other programmes such as our seventy-four Centres for Excellence in Teaching and Learning that reward and foster good teaching in areas as diverse as statistics, design and the rural economy. A major part of their work is in encouraging the teaching of skills and knowledge that will be of value to sectoral employers.   
I’m not going to pretend that any of this is easy - particularly the challenge of persuading employers of the mutual benefits that come from co-funding.
For a start, we need to overcome the misconceptions that many in business have about universities. The facts about the growing diversity of our student populations need to be much more widely understood. So do the benefits of higher education to the long-term development of companies.  
But this job of changing perceptions isn’t just for higher education alone. We need those with whom we already have partnerships – in business, in the trade unions, in Government – to help us sell the message.

But if we are to seek such help, we must as a sector improve our own communications and think about new ways to show the range and variety of what we offer and can offer.  We must also make it easier for businesses to understand which university is the right partner for them, and to develop that relationship.  
That is why we have just funded the HE Continuing Professional Development Network, based at York University, to provide a national ‘clearing house’ for brokers, providing access to all UK universities and many FE colleges to find the courses that best meet clients’ needs.  We believe this service also has the potential to enhance the work of Train to Gain and Business Link brokers.
And of one thing I am sure: this cannot simply be about short-term initiatives; it must be about long-term change that is firmly embedded in our educational and business models.

Sustainability is crucial in a potentially volatile market.

I know that there are some – a minority, perhaps – who think that it is not the business of higher education to engage with business. 
But when one sees what can be done in practice, it is clear that such engagement is not only compatible with our mission as a sector, it is a logical extension of so much of what we do.

It is why some institutions are already acting as business consultants, bringing together packages of research, higher level training, consultancy and knowledge transfer in order to meet the specific needs of specific companies or public services. 

As I have reflected, our sector has been good at delivering MBAs. Now, a growing number of universities and colleges are developing innovative approaches to management and leadership training that draw on real-life experiences in the workplace, and expand knowledge at the interface between research, learning and business.

There is, of course, a clear link between employer engagement and one of our other key missions:  widening participation.
But that too may need some new thinking about how we accredit learning. There is a growing demand for the accreditation of prior or experiential learning – what is known as APEL – and a growing recognition that what employees learn in the workplace, formally and informally can be a part of what is accredited towards their degrees. 
Again that is about institutions enabling people to combine learning and work, rather than expecting them to adapt to the traditional approaches of universities, though of course such processes must be rigorous and of the highest quality.
Ours is an increasingly competitive world. Students are more knowledgeable about their options, and rightly more demanding as they make a greater financial contribution to their courses. 
The power of our universities to engage, to drive economic activity, to renew social capital, and to transform cities and regions is well understood in the north. Regional development agencies here have understood this, with myriad partnerships with us and universities. From regeneration in Burnley, Barnsley, and Blackpool, to creating a dynamic new institution in Manchester, and to the long-standing and much-valued collaborations in Yorkshire, agencies have invested in universities precisely because of the power of their economic interfaces and the quality of their relationships with employers. Seizing new possibilities from the BBC relocation to Manchester to drive Olympic and sporting performance will rest on institutions such as Salford and Leeds Met. Much has been invested and will be invested in these partnerships in the North; they are yielding fruit and will continue to do so.

So alongside excellence, flexibility and innovation must be our watchwords in the decade to come. Our competitiveness as a nation and our competitiveness as a sector demand nothing less.
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