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KE income: policy and practice 

• Funding stream for universities 

• Reflects external engagement 

• Facilitates impact of S&R investments 

• KE income policy – HEIF in England 

– complementary incentives but  

– funding from KE wider 

• No cash line for buying outputs: strategic focus 



HEIF – history and current status 



Implications of transition from TT to KE  

STEM Focus All disciplines 

Simple ‘transmission’ 
model of knowledge 

Dynamic exchange model  
(engagement, not outreach) 
 

 
Wealth creation 

Innovation, enterprise, 
entrepreneurship, productivity, 
quality of life, cultural enrichment, 
civic  

Large, multi-national 
businesses 

Spectrum from global to 
local/regional and all users 
 

Science enterprise All enterprise including social 



Strategy and size 

• The distribution of KE income is unequal and 
sticky 

• If the policy target is KE income total then 
concentrate resources on scale 

• BUT concentration reinforces inequality and 
stickiness and limits KE income mobility 

• AND Scale does not reflect strategy … 



Income growth as a strategy 

• Small HEIs putting efforts commensurate with 
their size still appear dwarfed in terms of total 
income achieved 

• Use sustained growth over the medium run to 
make performance less dependent on scale 

• Plus sustained growth or depletion ought to 
reflect internal strategy – it is not by chance 

• How? 



Growth as a strategy 
HEI1 grows from £55K to 
£85K by adding Facilities and 
Equipment, which boosts also 
Consultancy and Contract 
Research but reduce CPD 
income. 

 

HEI2 income falls from £100K 
to £80K because a Facility 
becomes obsolete despite 
increasing Consultancy and 
CPD income 
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And this is independently of scale 



Slope = 0.00000002 

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

0 20,000 40,000 60,000 80,000 100,000

Figure 2: relationship between scale of HEI in the horizontal axis and KE 
income growth in the vertical axis.  



Growth auditing  

gKE = gCONWCON,t−1 + gCRSWCRS,t−1 + gCPDWCPD t−1 + gFAEWFAE,t−1 

𝐾𝐸𝑡 = 𝐶𝑂𝑁𝑡 + 𝐶𝑅𝑆𝑡 + 𝐶𝑃𝐷𝑡 + 𝐹𝐴𝐸𝑡 

Where 𝑔𝑋 =  
𝑋𝑡−𝑋𝑡−1

𝑋𝑡−1
  and 𝑊𝑋 =

𝑋𝑡−1

𝐾𝐸𝑡−1
 𝑓𝑜𝑟 𝑋 = {𝐶𝑂𝑁, 𝐶𝑅𝑆, 𝐶𝑃𝐷, 𝐹𝐴𝐸}  

• The growth of KE income is a weighted average of the 
growth of its components  with weights equal to the share 
of each component 

• What components and why? Consultancy, Contract 
Research, Continuing Professional Development and 
Facilities and Equipment 
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Comparing growth strategies 

• What makes some HEIs grow continuously some 
elements and deplete others? 

– Comparative advantage on inputs 

– Surge/fall in demand 

• How do we define a “good” growth strategy? 

• Compare the final position of each HEI with the final 
position of the average HEI had the average used 
this growth strategy 

– If average worse off then HEI is optimising growth 

 



What makes a good growth strategy? 

• Relative specialisation 

– Growing KE activity with higher weight in 2007/8 

– Depleting KE activity with lower weight in 2007/8 

• BUT not without bound! 

– Other HEIs may also be growing the same elements, 
increasing competition and reducing income drawn 

• Balance specialisation and breadth 

–  grow some and deplete some 



ADDITIONAL CHECKS  

IF TIME ALLOWS… 



Capacity constraints and opportunities 

• The initial position is a result of past strategy and/or 
capacity constraints 
– Are HEIs who start from stronger KE income positions closer to 

full capacity? (convergence) 

• Multiple factors enable capacity opportunities and 
constraints – strategy has to take this into account 
– Do internal resources needed for one or another type of KE 

influence growth strategy choice? 

• Is specialisation in one or two KE income components an 
optimal strategy for sustained growth? 

 



Findings  

• Between 2007/8 and 2012/13 there was a catch up of 
smaller HEIs in KE income terms; though this effect 
weakened in the latter 3 years. 

• Scale as in grand total income did not aid or hinder KE 
growth over 6 years.  

• In the first half of the period the impact of scale was 
caused by availability of research resources. 

• Where feasible, broader KE strategies were superior to 
specialisation for KE income growth – so it was breadth 
rather than scale driving sustained growth in these years. 

 

 



So what 

• External income for Universities reached nearly £4bn in 
2013/14; up 10% on 2012/13; faster than total funding 
for HE (8%) 

• However Business investment in HE from R&D budgets 
reached £313m in 2013; up 7% on 2012; slower than 
total funding for HE 

• R&D budgets account for a minimal amount of KE income 
for HEIs (7%) – strategies for growing these elements 
hold the key to a better resourced HE-business sector 
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