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Executive Summary

Research & Development (R&D) and Innovation have been given top pimo#020by the
current Government with the setting up of a neMinistry for Research, Innovation and the
Coordination of post COVHD9 Strategydedicated to this subject and to the post CO\D
strategy. The Chamber of Engineers took an active role in suppdaowgrnmentwith
possible recommendations which can come from the engineering community, being a key
stakeholder in this sector.

In this white paper, th@resentsituationin 2021,with local R&D and innovatioms briefly
described in relation to the situation in theUE This gives motivation and scope to the
recommendations that are made in the latter part of this paper. In addition, this motivation
is grounded by a practical identification of the benefits ofihga strong R&I sector.

The recommendations put forwardre not meant to be conclusivelheseare meant to
stimulate further discussion and analysis to ensure that a correct strategy and a pragmatic
way forward is prompted by government. Certainly, the objective of this paper is to establish
possible direction to improve performance of Malta in this important sector. Under the new
Ministry, there is an opportunity to capitalize on the momentum and further establish R&D
andInnovation as a national priority.

The Chamber of Engineers and its partner organisatwill continue to provide the necessary
support to government to promote the economy anaell-being of society through
technology and progress.
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1.Introduction

In this report adistinctionbetween Research and Development (R&D) and Innovatiobevill

made clear throughout. The term R&D usually refers mtoractivitiesrelated to pure or
appliedresearchandtechnologicaimplementation anddemonstration On the other hangd

Innovation in this contextis more encompassing and usually requires a culture change of the
adoption of new technologies, methodologies or approaclie®& S 9! Q&4 w35 L322t AO
on Articles 179189 of the Treaty on the Functioning of the HUe social backdp of R&D

and innovation considers gender equality, LGBTQ, open science and a network of other issues

all surrounding this industry.

1.1C h a mbPResiti@non having &kewMinistry

Following the setting up of the Ministry for Research, Innovation and ther@iaation of

post COVIEL9 Strategy, the Chamber of Engineers felt compelled to provide feedback and
direct input in view of the relationship between Research and Innovation (R&Braywdeers.

The decision to deployMinistry which is focused on R&lvery welcomd. In addition, on a
more general note, the creation of a post COXDstrategy is also commendable especially
in relation to the revival of various industries which might be relevartngineers.

1.2 Aims of thidRReport

The aim of this report is to provide a number of recommendations on how Malta can become
competitive in the various sectors B&D andnnovation While the reportfocuseson R&D

and Innovationin relation to engineering and technology,must be emphageed that the
overarching principle behind these recommendations is extendable to other sectorsibf R&
andInnovation

In a broader senselnnovation can incorporate practices from all personnel within an
organization and therefore may extend to alreadyisting organisations which do not
necessarily have their own R&lepartment. While this report is more directed towards the
more formal definition of R& activities, thelnnovation process on its own should not be
ignored and can also be worth investigatiwithout focusing on research aspects.

1.3 Stakeholder mapping

R&D and Innovation have a direct impact on relevant stakeholadneh do not necessarily
belongsolely within the tech industry. From th@abovementioneddefinitions of R® and
Innovation, itis clear that Innovation plays a broader role across the various economic sectors
and therefore a holistic strategy should underpin decision making. One cannot inegsien

R&D ornnovationexclusively andR&D should not be considered to be limitextlusively to
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high end research.t is an opportunity for companies to develop their own products and
concepts Similarly Innovation should not be considered to be radical innovation only. In a
sense, any attempt to improve or renew products or processeonsiderethnovation in its
own right. Thereare varioussectors which can adopt innovative solutiodsstakeholder
map concerned with R&D and innovation is depicteBigurel.

Tech Indust Non-technical _
Y industries Public sector

Academia R&D Innovation Professionals

Research | :' SMEs
institutes

Figurel - Stakeholder map for R&D and Innovation.
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2.

Motivation

The Chamber of Engineers notes that thelRa&hd innovatiorsector in Maltais limited due to

a number of reasonavhich have been discussed extensively with the organisations forming
part of this committee. Followingliscussions andbrainstormingsessionsthe five factors
shownin Figure2 have been identifiecas being the major hurdles for R&l development in
Malta.

Factors undermining local R&I

Human resource and “Brain Drain"

The number of graduates in engineering and sciences has shown a
negative trend in the past years. In addition, salaries of researchers are
nat up to par with mainland europe resulting in many graduates having to
find a job abroad. Human resources are therefore limited.

Industry aptitude for R&I

Maltese industry has a tendency to make use of foreign R&| rather than
creating its own R&I structures. Much effort is therefore based on imported
products rather than focusing on local incubation.

Risk management

R&l in industry is a long term investment which carries a certain element of
risk. Many industries lack the vision to undertake R&l activities because of
the financial risks involved. At the moment the R&l industry is about 0.6%
of the GDP. The 3% goal set by the EU can only be reached with a circa
300 million investment.

Ré&l projects - local and EU

It has been noted that local industry lacks the right skills to write research
proposals. Local funds are mestly applied for by the University and the
participation of local industry in EU research projects is rare and limited.

Marketing and Public Relations

While various instances of local R&D and innovation have been reported,
it is clear that the research marketing and PR aspects are severely
lacking. These are important to convince society at large of the need of
research and innovation investment.

Figure2 - Factors undermining local R&I.

As with all industrial sectors, R&I is based on #hailability of human resource. In a more
focused sense, the skills and specializations necessary in a R&l environment include:

Graduates in science and engineering
Postgraduates in science and engineering
Technicians

Business developers

Project managers

IR
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The problem with the lack of human resource refers particularly to relatively low number of
graduates in Science, Technology, Engineering, Mathematics, and Med{@A&N{) areas
when compared to other EU countriedlevertheless, it ialsodue to limited opportunities for
postgraduatesUnfortunately, manyndividuals who graduate with Mast@and PhD degrees
are not able to find satisfactory conditions of work locally as they canmatte use otheir
specialized skills. A targeted effort in the R&ktee will therefore also improve career
conditions for the high skilind high intellecend of the human resource spectrum.

Another identified problem is the lack of initiative from local industry to enter into the R&l
sector. Local industry is mostly & on product imports with only a handful of examples
emanating from homegrown R&lI initiatives. Linked to this is the associated investment risk
brought about by R&I development. Many companies and industiMaltaare not ready to

take the next step andet up their own R&I departmentst is observed that, whilsprivate
investment is key to a strong R&dctor in manyountriesleading in R&lthe public sectostill

plays an extremely important role in providirgdirect injection of effort in such eeavors,
ideally aimed at stimulating the private sectdmisunfortunately does not resonate locally,
since currentlythe local investment in R&I & a low0.6% of the GD®hereas the EU target

is 3%.

Local industry also requires awareness and kimow of EU and local research projéaending
programmes Table 1 portrays notifiable statistiésr Horizon 2020 projects up to the end of
2020. 1t can be observed thathe total budget received by local SMEs is tlmvest when
compared to other EU countrie®@n the other hand,n view of its sizgthis is to be expected

and Malta still performsreasonably weltompared to the EU average of 20%. SMEs in smaller
countriessuch as Luxembourg received 20% of total funding and Estonia 23% of funding, whilst
SMEs in Cyprus have received over 34% from their total funding.

Tablel - Maltese participation in EU funded R&D or innovation projects.

Maltese paticipants in EU funded projects 218

Public sector participants 133

Private sector participants* 85

Secured budget €31.9 million

Public sector budget EHNOH YATtAZ2Y
Private sector budget eEMMPT YATfEAZY
* of which 39 are SMEs

In general,and from the previously mentionestatistics itis apparent thatocal R&® efforts
are not negligible Innovation, being a broader ternmsometimes also goes unnoticed.
Nonethelesst is felt thatthe marketing and public relations bbth R&D and Innovation are
lacking. This leads to th&laltese society being unappreciative and inattentive to the
importance and impact ofocal R& and Innovation This stance negatively impacts the
economy and alsdhe wellbeing of society in general
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3.Current Scenario

3.1 Innovation

The Innovation index for Malta as of 2020 is 91.45 can be observed iRigure3 [1]. In
comparisonto EU countriesthis index Malta in the middle bracket of best innovatorgist

below Spain, Slovenia and Czechia and somewhat better than Italy, Lithuania and Greece.
Switzerland and Swedesre at the topof the innovation index in 202G I £ G Q& LJ2 a A G A
promising, nevertheless there is the clear need for improvement.

Figure3 ¢ Innovation index for various countries. Soutnaepvation scoreboard 207Q].
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