
                                                                              
 
 

 

Modelling the entrepreneurial-university eco-system: 
London demonstrator – stage one 

Report of the steering group 

Context 

1. There has been increasing attention to the policy drivers that led to the initiation of 
our project (project initiation document at Annex A). 
 

2. The Government confirmed in the most recent Spending Review announcement 
(September 2019) that: “it is committed to increasing levels of research and 
development (R&D) to at least 2.4% of GDP by 2027. In the autumn, the government 
will set out plans to significantly boost public R&D funding, provide greater long-
term certainty to the scientific community, and accelerate its ambition to reach 2.4% 
of GDP”. 

 
3. Increasing UK R&D expenditure to 2.4% of GDP, and beyond, is a stretch target. It 

will require innovative approaches, pulling a variety of policy and institutional levers, 
joining up across institutions and agencies, and long-term commitment.  It will 
definitely require improvement in commercialisation – the processes that bring 
universities/the research base and enterprise together, as well as consideration of 
how research, development and innovation operate together in different places.  
This is reflected in the objectives of the UKRI delivery plan:  

 
Place – “we will support growth across the UK by: ● supporting all parts of the UK 
to build on their research and innovation strengths so that they contribute to 
and benefit from the Government’s 2.4% R&D target ● understanding how every 
region and nation of the UK can benefit from national investment in research 
and innovation, working closely with government departments” 
Commercialisation – “we will deliver economic, social and cultural impact by: ● 
translating ideas emerging from research and scaling up resulting businesses for 
economic and wider benefit” 

 

4. International policy and expert evidence has also continued to confirm the 
importance of the inter-section of place and commercialisation represented in the 
eco-system concept, as example in the following recent US study.   

 
“The complexity of new technologies is forcing economies to (1) address an 
increasing scale and especially scope of the research and development (R&D) 



                                                                              
 
 

 

required to develop them, (2) capture the co-location synergies inherent in 
multidisciplinary and capital-intensive research processes, and (3) provide 
greater support for production scale-up and other commercialization 
investments needed to penetrate global markets. These policy imperatives are 
driving a regional focus for technology-based economic development (TBED) 
strategies in order to focus investments in technology, facilities, hardware and 
software, labor skills, and supporting technical infrastructures and thereby 
achieve both the economies of scale and scope needed to compete with 
increasingly aggressive national programs across the industrialized world.1” 

 
5. Our project focusses on the specific conditions in which universities support 

innovation and growth through entrepreneurship and starting up new companies.  
We were conscious that there are a number of models of how universities 
contribute to regional/local growth, particularly characterised by different conditions 
of places.  One schema for explaining these different models is from a 2005 MIT 
study – Diagram A. Our focus was on model 1 below, and we do not aim to create a 
generalizable model to describe all relevant growth pathways. 
 
Diagram A 

 

Universities, Innovation, And the Competitiveness of Local Economies, Richard K Lester, MIT December 20052  

 
1 https://www.nowpublishers.com/article/Details/ASTP-012 
2 https://www.jbs.cam.ac.uk/fileadmin/user_upload/centre-for-business-research/downloads/events/seminar-
2003-05-23-lester-slides.pdf 

https://www.nowpublishers.com/article/Details/ASTP-012
https://www.jbs.cam.ac.uk/fileadmin/user_upload/centre-for-business-research/downloads/events/seminar-2003-05-23-lester-slides.pdf
https://www.jbs.cam.ac.uk/fileadmin/user_upload/centre-for-business-research/downloads/events/seminar-2003-05-23-lester-slides.pdf


                                                                              
 
 

 

6. We are conscious of expert views though that there may not be generalizable and 
transferable models of how clusters/agglomerations contribute to the economic 
growth of specific places (discussed in our project initiation document). Our project 
therefore had two aims: 

a. To describe the situation of London, with a view to helping the understanding 
of London universities and their local partners of their experience of their 
ecosystem (and indeed whether London is actually an ecosystem – the parts 
being connected, or a regional agglomeration); 

b. To advise Research England on whether there are generic and transferable 
models or lessons that could inform wider policy and places. 

7. There are many policy and institutional developments in train focussed on 
commercialisation, place and other aspects of delivery of the 2.4% target. The 
distinctive focus of our project is how ecosystems actually work on the ground: how 
various components inter-sect, and the experience of universities and their partners 
in driving success in their ecosystem on the ground, in this case in London. 

Our project scope and structure 

8. We are conducting our project in stages: 

Stage one:  To review the expert literature on ecosystems; to identify a 
conceptual model of an ecosystem as the basis for further evidence and 
testing; and to identity key parameters to the ecosystem to focus further 
evidence gathering, and agree methods. 

Stage two:  to conduct a deep dive on the London eco-system; and draw 
conclusions on learning for London; and any avenues for wider policy 
development, including transferability of the approach, model, tools etc. 

Stage three: to consider policy implications. 

9. This report summarises our stage one work, and our recommendations on stage 
two.  

10. Our objectives for the next stage of the project are to test our conceptual model of 
an ecosystem against the specifics of the London situation through collecting data 
on key parameters.  The outputs of the next stage will be: 



                                                                              
 
 

 

a. A detailed description of the key characteristics of the London model, 
approved by the group as reflecting their knowledge and understanding of 
how their ecosystem operates. 

b. Opinion on whether this evidence helps validate the initial conceptual model, 
and whether the model (or aspects of it) is potentially transferable to other 
areas. 

c. Recommendations on next steps for London and for policy more generally 
(for example, transferable models and tools, or issues for further 
investigation). 

11. Our work in stage one was supported by SQW consultants. 

The literature review 

12. A literature review paper by SQW is published as a supporting document to our 
report. 
 

13.  The literature review revealed that there is only patchy evidence on the full range of 
approaches to entrepreneurship/contributions to ecosystems across different 
technology sectors and disciplines, with UK and overseas (and London) literature 
focussed only on particular sectors, notably life sciences.  

 
14. Evidence is only patchy about entrepreneurship in specific areas of London (for 

example, significant literature on Tech City/Shoreditch) with little examination of the 
wider areas of London with technology/entrepreneurial communities (such as in 
creative, digital, artificial intelligence (AI) or fintech).  Literature also does not give 
clear conclusions on the appropriate dimensions to an ecosystem, and hence 
whether London can be regarded as one ecosystem (given its easy travel links and 
strong culture) or several sub-systems (of different technology/entrepreneurial 
communities). 

 

15. There is also likely to be subtle differentiation to different components to 
ecosystems – for example, incubators – for different technologies, sectors etc, which 
is not captured in literature. This may be particularly true of “soft” elements such as 
leadership, culture and networks. There are also different modes to 
entrepreneurship, such as digitally enhanced and science-push. 

 



                                                                              
 
 

 

16. The literature review therefore confirmed that we should undertake our planned 
deep dive evidence exercise on the London ecosystem with a focus on greater 
discrimination of evidence by technologies and areas of London. 

 
17. We are also seeking feedback in publishing the literature review, in particular to gain 

suggestions on any newer sources on the topic.  Additions suggested to date have 
included two Global Entrepreneurship Monitors (GEM) -  the Global 
Entrepreneurship Index (country-level focus) and the Regional Entrepreneurship 
Index (regional (NUTS 2) level focus) together with its maturity assessment tool, as 
well as the European Index of Digital Entrepreneurship Systems (EIDES). 

The conceptual model 

18. We accept the conceptual model(s) provided by SQW as a good starting place.  



                                                                              
 
 

 

Complex view

 



                                                                              
 
 

 

Simplified view

 



                                                                              
 
 

 

19. We believe that the simplified version gives a better focussed scope for further 
evidence gathering. However, this has the danger of over-simplifying too early the 
key parameters that may be important.  We recognise that we need to balance two 
risks.  One risk is “boiling the ocean” in terms of evidence (and still missing the subtle 
nuance that actually drives entrepreneurial culture and performance). The other is 
taking a very focussed approach to make evidence gathering easily manageable. 
However, this may mean that we are likely to stop short early of our initial 
ambitions, such as for a predictive model, and end by drawing only general insights 
that are common in the literature. We therefore agreed to undertake some 
additional scoping work, to understand better both the scale of the task and options 
to focus, and also the methodologies that could be used to add more sophisticated 
layers to the description. 

The technical paper and next steps 

20. We believe that the technical report provided by SQW to inform deep dive evidence 
gathering in stage two has provided a good and wide-ranging description of all the 
various parameters that could be described, and potential evidence sources. We 
want to undertake some additional work to test scale and approach before 
embarking on full stage two work. 

Scoping study: sizing the opportunity 

21. We recommend commissioning a purely quantitative study that uses existing 
evidence sources to size the opportunity and provide insights on where to focus. We 
believe that we should focus where we are likely to gain the most relevant insights, 
and where success and improvement are most likely to lie. 
 

22. What are the best measures of the opportunity?  We believe that this needs to 
combine measures of outputs and inputs:  manifesting the success of the working of 
the ecosystem.  A measure of output may be the numbers of start-ups forming in 
London, their survival rates, types of employment related to entrepreneurship and 
potentially start-up growth trajectories (the scale up agenda).  A measure of input 
may be the inter-section of contributions of universities with the contributions of the 
place more generally – the sweet spot of the universities and wider eco-system 
working together.   This needs to be done in relation to some benchmarks, to give 
numbers some context in which to place them. 

 
23. The aim of the study would be to break down the size of the opportunity, most likely 

by sectors, but also potentially by areas of London.  This would provide information 
on sectors or areas where there is reasonable size of entrepreneurial activity, and 



                                                                              
 
 

 

there is contributing activity from both the universities and the wider ecosystems.  It 
may also be useful to consider control groups – as example, sectors/places where 
no university or no wider activity occurs, and the strengths and weaknesses of 
outputs as a result. 

 
Scoping studies on sectors – testing applicability of models, and of increasing tools and 
techniques for the deep dive 

 
24. We also recommend work to deepen and layer our understanding of ecosystems 

beyond the initial SQW work. This involves commissioning three scoping studies in 
three knowledge/technology sectors with the likely greatest divergences in 
ecosystem characteristics.  These should apply a specific, sectoral lens to the 
conceptual model(s), and focus particularly on the details of London (whilst drawing 
any relevant comparisons between London and other key centres), they should 
particularly: 
 

a. Comment on value added elements and gaps not described in the literature 
review, focusing all the time on place/London rather than generic enterprise 
activity of wider application. 

b. Focus on the “soft” components to ecosystems that may be harder to 
evidence, but actually may have profound if subtle effects. This would include 
the characteristics of networks, interlinkages between the ‘nodes’ of the 
models, the character of the culture of entrepreneurship of the sector and 
the nature and specifics of leadership, both generally and specifically in 
London. 

c. Challenge or add further layers of detail and complexity to the conceptual 
model(s).  The studies would then include commentary on the applicability of 
the conceptual model(s) in the specific sector. 

d. Make detailed recommendations on the scope and methodologies to be used 
in the deep dive that would be able to pick out sufficient detail for the 
particular sector.  

 

25. It is likely that different sectors may have different levels of particularity – the extent 
to which all the components to the ecosystem are specific to the sector, or are 
generic in nature.  The scoping studies should then help shape how we construct a 
deep dive of specific and generic elements (for example, 
incubators/accelerators/mentors in general versus those specific to a sector). 
 

26. We recommend that scoping studies should be commissioned on pharmaceutical 
therapeutics, fashion and fintech.  These are chosen to test the model and 



                                                                              
 
 

 

methodologies of the deep dive as sectors that are likely to have the greatest 
differences of approach between them. These are not decisions on which sectors a 
full deep dive will investigate. 

 
27. Selected sector level analysis will give us confidence in the conceptual model, and 

reduce risks in getting a useful result from the deep dive.  

General reflections 

28. There is currently huge interest – even fashion – in the concept of ecosystems.  
There is a danger that use becomes over-extended so that it has little meaning, or 
indeed purchase on solving policy or practice problems. We believe that our focus 
on evidence and conclusions on our specific London context is a critical component 
on of our project. 

  



                                                                              
 
 

 

Annex A 

Background Briefing on “Modelling the entrepreneurial-
university eco-system: London demonstrator” project 
Project objectives 

• To appraise critically the concept of the “entrepreneurial eco-system”. 
• To develop a model of its intended outcomes (related to new 
technology/knowledge-based firm formation), key components (ingredients to 
entrepreneurship) and key policies and processes (eg enablers, linkages) – what it 
is, how it works, what it achieves, how it developed and how it can be improved. 
• To test the model in a likely well developed eco-system:  greater London. 
• To advise Research England on the applicability of the model beyond 
London. 
• To identify further steps that might be taken collaboratively across the 
London university sector and its eco-system to achieve better outcomes. Longer 
term impacts may include increased R&D intensity in the UK economy, improved 
international comparative advantage in knowledge/technology intensive start up 
and scale up, growth and productivity. 

 

Background 

1. The HEFCE/universities McMillan review of good practice in technology transfer was 
published in 2016 and was referenced in the Government’s Industrial Strategy.  
 

2. Drawing on expert literature and advice from USA university experts, the review 
drew a series of key conclusions: 

 
a) the concept of ‘eco-systems’ is important: the entrepreneurial conditions beyond 

the university which affect how proactive the institution needs to be to secure 
exploitation of novel-to-market technologies, and which also influence the 
appropriate institutional policies for entrepreneurship; 

b) the strength of a university’s eco-system should influence its internal 
entrepreneurial policies. There are some models from the USA and emerging 
European initiatives. Universities in the UK are exploring the roles that they can 
play to strengthen their eco-systems, including novel financing instruments, such 
as the patient capital movement. 
 

3. McMillan therefore recommended that the entrepreneurial eco-system should be 
the subject of further research and policy development and potentially pilots, 
supported by Government, funders and universities.   



                                                                              
 
 

 

 
4. This proposal follows on from the recommendations in McMillan, and reflects the 

increased importance of the topic in context of the UK Government’s 2.4% R&D 
target.  To achieve the target, it is likely that the UK will need to increase the rate and 
success of new company formation from universities – from academic/research or 
graduate entrepreneurship; and technological or knowledge based - as the source of 
the R&D intensive firms of the future. 
 

5. This proposal focusses specifically on entrepreneurship, rather than the wider range 
of knowledge-based inter-actions of higher education with the wider world and the 
role of universities in local, national and global innovation systems. There are inter-
sections between entrepreneurialism and innovation roles of universities: for 
example, large corporate R&D companies may be partners in collaborative research 
but also investors in start-up eco-systems.  However, this proposal focusses on the 
proximate connections that support entrepreneurial developments, and which can 
be change agents for the economic development of the wider environs of the 
university.   

 

The entrepreneurial-university eco-system: conceptual Issues 

6. Most universities will undertake a range of knowledge exchange inter-actions 
operating in multiple innovation systems.  However, there is significant value for 
universities in building up an eco-system in their surrounding environs, making 
enterprise activities more efficient (reducing time constraints on academics and 
students) and effective (through face to face inter-actions).  
 

7. National governments around the world are particularly interested in the economic 
effects of such eco-systems, which can be intense (as example, creating disruptive 
technologies) and profound (having transformational effects on the wider economy). 
Silicon Valley and Boston are notable examples of such eco-systems. 
 

8. The McMillan review significantly moved the terms of the ecosystem debate towards 
what might be regarded as global best practice based on the Silicon Valley and 
Boston cases, starting to identify the wider sets of conditions that have been behind 
much greater levels of enterprise. This included considering collaborative models for 
entrepreneurship such as the University of California system, North Carolina 
Technology Development Initiative and the Australian Uniquest vehicle.  However, 
the concept of an eco-system remains only broadly defined and is used in a variety 
of very different situations.   

 



                                                                              
 
 

 

9. McMillan summarised the existing evidence about technology transfer, but there is 
little expert analysis specifically on eco-systems development3. There are though a 
range of expert theories in different knowledge domains that may be relevant: 
 
a) Institutions. Urban/regional, post- Marshall institutional thickness in districts (eg 

Ash Amin / Nigel Thrift in the 1990s). Interaction between universities, 
government, other agencies, industry and finance (economic geography, 
regional studies, political science, some economists). 

b) Labour Market /Talent  All labour is sticky in place. People do not move very 
much, highly skilled even less so (economic geography, management studies, 
some economics, some political economy). 

c) Proximity - in relation to knowledge flows, creativity, innovation and market, 
overlapping with d).  There is a central importance of face-to-face interaction 
and wide bandwith, frequent communication etc (economic geography, 
management studies, regional science, some organisational psychology/ 
sociology). 

d) Market/Client - under-researched but coming into thinking on sector specific 
innovation. Potentially a valuable area for policy as under-explored (eg 
professional service innovation being co-produced with the market/client) (not a 
lot of literature: some management studies, economic geography). 

e) Agglomeration effects All the non-economic aspects that are under 
conceptualised. Cumulative effects of place leading to them being attractive to 
highly skilled people for career, lifestyle and quality reasons, which go beyond 
knowledge spill-over or cluster theories. These may be critical features for “hot” 
ecosystems: features that over time lead to cultural/climate shift. They are likely 
a time-place effect of b) and d) above coming together, enabled or even caused 
by a) and a consequence of c) 
(geography, urban and regional studies, management studies, cultural studies). 

10. It is also clear from McMillan’s analysis that US cases are not necessarily transferable 
or applicable in the UK context. The contexts of the ecosystems that have developed 
in Silicon Valley and Boston are distinctive and shaped by both US national and 
regional institutions and particular commercial environments in the region.  There is 
also differences of scale of research and enterprise between USA and UK 
universities, with the USA system being larger overall, as well as having larger 
individual research universities. As a result of these differences of scale, this 
proposal looks particularly at collaboration between proximate universities and with 
their eco-system. 

 
11. This all suggests that further work is needed: 

 
3 McMillan report cites Imperial West/White City Cluster Report and Dr R Graham “Creating university-based 
entrepreneurial eco-systems: evidence from emerging world leaders”, MIT Skoltech Initiative, 2014. 



                                                                              
 
 

 

 
a) to collate and analyse information about university entrepreneurial eco-systems 
b) to clarify how such eco-systems work, through describing a model: the key 

ingredients to entrepreneurship (ideas, knowledge and commercial capabilities, 
capital etc) and how these intersect more effectively through proximate 
connections. 

c) to test the model in London, and consider its transferability 
d) and consider the institutional, local and national policy drivers and levers that 

have brought about development of the London eco-system, and the 
opportunities to improve it. 

 
12. It is important to note that there are not firm conclusions from experts on whether 

prominent examples of eco-systems, for example Silicon Valley, were brought about 
by intention, and hence whether they provide policy development prescriptions. 

 

Proposal  

13. The proposal is to develop an eco-system model appropriate to the UK system, to 
pilot a method for describing it and draw lessons. A starting point will be the 
description given in the McMillan review. 
 

14. To develop this, it is proposed to use the UK region that has the strongest conducive 
environment with respect to a wide range of internal/external factors including 
university density, institutional capacity, entrepreneurial capabilities and access to 
finance: greater London.  The hypothesis is that London presents a reasonably well 
formed eco-system, where relevant components and their beneficial inter-sections 
can be most easily identified.  (An alternative option would be to examine the 
Cambridge cluster but London is preferred due to its scale and diversity with a view 
to a wider range of lessons learnt.) 

 
15. While London may represent the most fruitful region to develop a complete model 

in the UK context, the goal is to produce a transferable model using London as a 
case study that could be applied to other UK regions and contexts. It is envisaged 
that the model developed will thus pick up the challenge set down in the McMillan 
review in providing a tool for the university sector, external eco-system participants 
and policy-makers to significantly enhance the UK’s capacity in this area. 

 
16. McMillan focussed particularly on the conditions for effective technology transfer 

through spin-off company formation.  Spin-offs are new companies formed based 
on university owned intellectual property (IP). Given the conditions in London (large 
scale and diverse university sector; diverse economic strengths of the city) it is 
proposed to test expanding the focus to include knowledge intensive, as well as 



                                                                              
 
 

 

technology based, entrepreneurship. This may then include consideration of 
conditions for entrepreneurship from academics/researchers and 
students/graduates/alumni and the wider range of ventures including 
technology/research intensive services, consultancies, social enterprises etc. 

 
17. The McMillan review examined the practices of particular universities (notably 

Stanford and MIT) and their eco-system effects, but also explored the power of 
collaborations between universities.  Collaboration can enhance better exploitation 
of a critical mass of university knowledge and technology, such as through 
efficiencies of technology transfer capacity and/or technology/discipline specific 
exploitation pathways.  It also can provide better signposting to eco-system 
participants on how to engage and work with the university system. It also reflects 
the reality that many HE institutions will feed into, and feed off, wider 
entrepreneurial conditions (as example, while Stanford University is typically 
associated with the creation of Silicon Valley, San Jose State University is the largest 
supplier of Silicon Valley employees).  This proposal is focussed particularly on the 
effectiveness of collaboration between proximate universities, and then with the 
eco-system, as a driver of improved entrepreneurial outcomes. 

 
18. While the London eco-system may be well formed, there may still be further 

developments that could be achieved, either through closer working between the 
various universities, better utilisation of linkages with eco-system partners and/or 
through supportive national or local policies.  Compared with the rest of the UK, 
London does not need to address problems of region-wide low productivity or 
growth (though there are pockets of very low productivity).  However, greater value 
for money from the funding of universities/research in London might be delivered 
by better use of the plentiful assets of the city’s eco-system, helping both national 
productivity and providing models for the rest of the country.  There is also an 
opportunity to contribute insights on how to grow R&D intensive firms and enhance 
the brand and international comparative advantage of the UK overall as a 
destination for technology and knowledge entrepreneurship.  Examination of the 
London eco-system may also produce insights on its impacts on the rest of the 
nation (for example, whether London exports scale-up companies needing grown-
on spaces to other regions), and also any opportunities to address pockets of low 
productivity in London area through B2B such as supply chain opportunities. 

 
19. This suggests a range of opportunities and challenges from closer working of the 

university system and the eco-system, taking London as an exemplar: 
 

a) Institutions:  Value generated from the inter-section of a large-scale and highly 
diverse university system, working collaboratively, and a very large-scale 
city/area of international prominence with reputation for diversity, creativity etc.  



                                                                              
 
 

 

The challenge is whether given the scale and variety of “institutions” of all types 
in London, they work together as a system. 

b) People: Utilising the entrepreneurial talent of a thriving global city as mentors 
and role models, accelerators, customers and clients etc for university ideas and 
talent. Universities as stable organisations that orchestrate dynamic flows of 
talented people.  Again challenges of scale and diversity. 

c) Knowledge exchange/multiple system participants: Building on the multi-
disciplinary strengths of the universities and synergies of these with multiple 
eco-system participants. This is not limited to central entrepreneurship 
components such as R&D and technology.  A wider range of disciplines connect 
with a wider range of eco-system partners, such as finance, law, creative 
economy and sophisticated consumers and customers, with entrepreneurial 
opportunities in B2C and B2B.  Scale and diversity may help more sophisticated 
approaches with technology- or knowledge- specific agglomerations and 
pathways. 

d)  Spaces:  the eco-system drawing more on universities as “public spaces” to 
enable networking, tackling “soft” aspects to better system working eg 
knowledge asymmetries, signposting, aligning cultures, respecting different 
capabilities.  Also potential to better exploit a range of entrepreneurial spaces in 
the city and in the universities, such as accelerators and incubators, learning 
spaces, wet spaces etc. Tackling issues for the city and universities of planning of 
laboratory and grow on spaces, and wider UK and overseas diaspora of scaling 
up companies. 

e)  Capital:  The city as a centre of global financial capital, and potential to deepen 
pools of capital, and de-risk investment, in knowledge intensive and technology 
based businesses, through better links between commercial investors and 
universities. 

 

Project approach 

20. The proposed components to the project are: 
 

Stage one 

a) Appointment of a steering group. Examination of expert literature on 
entrepreneurial-university eco-systems and secondary sources of data on 
London with the view to production of a conceptual model to be tested in later 
stage. 

Stage two 

b) Testing the model through wider stakeholder engagement and further (eg 
primary) evidence gathering.  

Stage three 



                                                                              
 
 

 

c) Conclusions on: validity of the model; approach for the UK more broadly; and 
insights for London. 
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Business Bank – Hugh Taylor, BBB 
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