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- FOREWORD

| am very pleased to be introducing my third
Departmental Report as Secretary of State for
the DTL. It covers my Department's activities
and achievements over the past year, including
progress against our PSA targets and gives a
flavour for some of our activities planned in
the forthcoming year'.

The world is going through a profound
economic, social and political transformation
and we cannot take our relative prospenty for
granted. Whilst Britain is the fourth largest
economy in the world at the moment, we are
facing very real challenges from China - set to
become the largest economy in the world in a
generation — and India - producing a million
graduates a year, many of them in science and
IT disciplines. Additionally, 10 more countries
are joining the EU later this year with others
queuing up behind them. Technology and
consumer tastes are changing so fast that
product lifecycles can now be just a year from
design to decline in some industries. Yet
another challenge for UK industry.

And so our response to change must be
innovation. Britain is a creative and ingenious
nation. Today we must harness these powers
more than ever as we turn our great ideas into
new products and services that the world
wants 1o buy. The DTI plays a wital role
helping Britain respond to change as we
develop into a high skill, high wage economy
with well trained and educated employees,
high calibre managers, forward looking unions
and knowledgeable consumers.

Ower the last year, our achievements have
been many and varied and 1'd like to pick out
just a few. We've strengthened our domestic
rmarket frameworks with the Enterprise Act,
Employment Act and further increases to the
Minimum Wage. We've invested over £2bn
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into our science base and published the
Innovation Report setting out our plans for a
new strategy which will further stimulate
business demand for research and
development. We've strengthened our links
with the business community and now have
innovation and growth teams in key sectors.
These ground-breaking teams bring public and
private sector stakeholders together to find
new ways to address the key influences
affecting sector competitiveness and,
ultimately, UK productivity. In Europe, we've
lobbied for greater economic reform and
played a key role in moving the Doha
Development Round forward.

In the last year we've published our long-term
strategy and a new business plan through
which we will deliver our strategic priorities
and business objectives. Strategic business
planning is transforming the way we work in
DTI. As we become more joined up, adopting
a more evidence-based policy approach, we
will focus on those areas of our work that
make the most difference in raising UK
productivity.

| am grateful to the many people, both within
the Department and outside of it, who have
contributed to these important developments
and look forward to a future where the
Department builds on them in pursuit of

our vision of Prosperity for All.

({Din' -:-m.g:.ll;:—;_‘_‘hj (_)__

The Rt Hon Patricia Hewitt MP
Secretary of State for Trade and Industry,
Minister for Women and Equality and
e-Minister in Cabinet

Thea Deparmment has & Walah Lengusge Schems, drisn up mn acoorsance with the Welsh Languape Act 1993 snd sipfoved by the Welah
Lariguing e Baand, Tha full text of thae Schednn & available, o both Englsh and Wlsh, at vass gt govoulfaboutiwelshiongieshfengiah pal
1 Furthes dotads about DTTs bussnioss plan for 200405 cin bo found on the Departmant's wabsite, swwew.dii gav uk
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RHAGAIR

Pleser mawr gennyf yw cyflwyno fy nhrydydd
Adroddiad Adrannol fel Ysgrifennydd Gwladol

y DTl Mae'n ymdrin a gweithgarweh a
chyraeddiadau ty Adran dros y flwyddyn sydd
wed mynd heibio, gan gynnwys y cynnydd a
wnaed yn &l ein targedau yng nghyswilt
Cytundebau Gwasanaeth Cyhoeddus, ac yn rhoi
rhagflas o rai o'r gweithgareddau a gynllunmwn
ar gyfer y fhwyddyn sy'n dod'.

Mae'r byd yn profi trawsnewidiad economaidd,
cymdeithasol a gwleidyddol pellgyrhaeddol ac m
altlwn gymryd ein fiyniant cymharol yn ganiataol.
Er mai Prydain sydd &'r economi pedwerydd
fwyaf yn v byd ar hyn o bryd, rydym yn wynebu
hernau gwirioneddol gan Tsieina — v disgwylir iddi
fod ag econarmi mwya't byd ymhen cenhedlaeth
~ at¢ India - sy'n cynhyrchu miliwn o raddedigion
y flwyddyn, llawer ohonynt ym maes
gwyddoniaeth a TG. At hyn, bydd 10 yn rhagor

o wiedydd yn ymuno a'r UE yn nes ymiaen

eleni, gydag eraill yn y cwt y tu &l iddynt. Mae
technoleg a chwaeth y defnyddiwr yn newid mor
gyflym fel mai prin flwyddyn, bellach, fydd einices
cynhyrchion o'u dyluniad i'w dinywiad mewn rhai
divwydiannau. Her arall eto | ddivwydiant y DU.

Ac felly mae'n rhaid inni ymateb | newid drwy
flaengarwch. Mae Prydain yn genedl greadigol a
dyfeisgar. Erbyn heddiw, mae’n rhaid inni
harneisio’r grymoedd hyn yn fwy nag ericed wrth
inni droi'n syniadau gwych yn gynhyrchion a
gwasanaethau newydd vy bydd ar v byd eu
heisiau. Mae'r DTl yn chwarae rhan anhepgor
wrth helpu Prydain i ymateb i newad wrth inni
droi'n economi medrau uchel, cyflog uchel gyda
gweithwyr wedi eu hyfforddi a'u haddysgu’n dda,
rheclwyr o ansawdd uchel, undebau blaengar a
defryddwyr gwybodus.

Dros y fiwyddyn ddiwethaf, bu'n cyraeddiadau’n
niferus ac yn amrywiol, a charwn ddethol rhai yn
unig, Rydym wedi crythau'n fframweithiau
marchnad domestig drwy'r Ddeddf Menter, y
Ddeddf Cyflogaeth a chodiadau pellach i'r

Lieiafswm Cyflog. Rydym wedi buddsoddi dros
£2bn yn ein sylfaen wyddoniaeth ac wedi
cyhoeddi'r Adroddiad Blaengarwch a eglurai’n
cynlluniau ar gyfer strategaeth newydd fydd yn
shardun pellach i'r galw yrm myd busnes am
ymchwil a datblygiad, Rydym wedi cryfhau’n
cysylltadau &'r gymuned fusnes ac mae gennym
bellach dimau blaenganwch a thwf mewn
sectorau allweddol. Mae'r timau arloesol hyn yn
dod & budd-ddeiliaid o'r sectorau cyhoeddus a
phreifat ynghyd i geisio gweld ffyrdd newydd o
fynd i'r afael &'r dylanvwadau allweddol sy'n
effeithio ar allu’r gwahano! sectorau i gystadiu ac,
yn y pen draw, ar gynhyrchedd y DU. ¥Yn Ewrop,
rydym wedi gwasgu am fwy o ddivwygio
economaidd, gan chwarae rhan ganclog yn y
ffordd v bwrivwyd ymilaen & Chyfres Doha o
Ddatblygiadau.

Dros y flwyddyn sydd wedi mynd heibio, rydym
wedi cyhoeddi’'n strategaeth dymor-hir a chynllun
busnes newydd ar gyfer gwireddu'n
blaenoriaethau strategel a'n hamcanion busnes.
Mae cynllunwaith busnes strategol yn
gweddnewid y ffordd y gweithiwn yn y DTI,
Wrth inni fynd yn fwy cydiynel, gan fabwysiadu
ymagwedd bolisi sy'n fwy seiliedig ar dystiolaeth,
byddwn yn canoclbwyntio ar y meysydd hynny o
fewn ein gwaith sy'n gwneud y gwahaniaeth
mwyaf o ran hybu cynhyrchedd y DU.

Rwy'n ddiclchgar i'r bobl niferus, o fewn yr Adran
a'r w allan, sydd wedi cyfrannu at y datblygiadau
pwysig hyn ac edrychaf ymiaen at ddyfodol lle
bydd yr Adran yn adeiladu ar eu sail ar drywydd
ein gweledigaeth o Ffyniant | Bawb.

@‘Lﬂ E«D-H;:'_‘_'l";% 2___

Y Wir Anrh. Patricia Hewitt AS
Ysgrifennydd Gwiladol dros Fasnach a
Diwydiant, Gweinidog Merched a
Chydraddoldeb, ac e-Weinidog yn y Cabinet

Mae gan yr Adran Gymilun asth Gymrasg, wadi o lunio yn unol & Deddf yr lith Gymraeg 1883 ac wedi ai gymeratyo gan Fwrid v laith Gymraeg
Pae testun lawn y cynilin 'w pas, yn Gymraeg ac yn Saesneg. yn wesvnwy, dit] go il bouthealshfonglishfonglish pdf
1 Govelr manylion pefach am gynilun busnas v DTH ar gyfar 200405 ar walan v Adean, wwiw ot gov. ik
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INTRODUCTION

Introduction

Ministerial Responsibilities
Structure of Department
Structure of the Report

Introduction

This report sets out the Government's
Expenditure Plans for the Department of
Trade and Industry (DTI) for 2003-06. It also
assesses performance against targets and
provides a summary of significant
developments in 2003-04. The Report covers
the DTl (including UK Trade & Investment) and
the UK Atomic Energy Authority (UKAEA]
Superannuation Funds. It supplements the
Financial Statement and Budget report
2003-04.

The Department’s expenditure and budgeting
are managed on a full resource basis and this
is reflected in the tables at Annex A, The
audited consolidated resource accounts for
the financial year 2002-03 were published in

Ministerial Responsibilities

Secretary of State for Trade
and Industry, Minister for
Women and Equality and
e-Minister in Cabinet

The Bt Hon Patricia Hewiit MP

November 2003, They provide details of the
Department's activities during the 2002-03
financial year and its Balance Sheet at 31
March 2003. The Department also issued
audited resource accounts for the UKAEA
Superannuation Schemes for 2002-03. The
Mational Audit Office issued unqualified audit
opinions on both sets of accounts.

During the period covered by this report work
on The Mutual Recognition of Qualifications
(an EU Directive) transterred from the DTl to
the Department for Education and Skills (DFES)
{on 1 October 2003), the Redundancy
Payments Service transferred to The
Insolvency Service {on 1 April 2003) and the
Radiocommunications Agency transferred to
The Office of Communications (OFCOM)

fon 29 December 2003).

» Overall responsibility for the Department
of Trade and Industry (including the Office
of Science and Technology) and the Export
Credits Guarantee Departrment.

Parliamentary
Under-Secretary of State

» Responsible for the Office of Science and
Technology, Innovation Paolicy, DTI interest in
Education & Skills, Bioscience {except GM
Foods) and Chemicals, the British National
Space Centre, the National Weights and .
Measures Laboratory and the Patent Office. |

2 DTTs sudited conabidated mscuron accounts for F002-00 ira avarisbble & wseianodl sov olosxpandiursolsriduacs e ool




Minister of State for

and Deputy Minister for
Women and Equality

The Rt Hon Jacgqui Smith MP

Industry and the Regions

Intreduction TRADE AND INDUSTRY 2004

B Responsible for Industry, the Regions, European

Poficy, Wormen and Equality and Corporate
Governance, including Company Law and
Investigations.

Investment and Foreign
Affairs

Mike O'Brien MP (also holds
ministenal office in the FCO)

Minister of State for Trade,

Responsible for trade policy, trade promation and
inward investment, Also the Export Credit
Guarantea Departrnaent and FCO responsibility
for north America, south Asia (including
Afghanistan) and south-east Asia. As a Foreign
Office Minister, he leads on the FCO's ethnic
minonty cutreach programmie,

Parliamentary Under-
Secretary of State for
- Employment Relations,

B Gorry Sutcliffe MP

~ e-commerce and
Competitiveness

Stephen Timms MP

Parliamentary Under-

Business and Enterprise
Nigel Griffiths MP

- Competition, and Consumers

Secretary of State for Small

Responsible for Employment Relations,
Consumer Palicy, Competition Policy,
Insolvency Service and Companias House. ,
Supports Jacqui Smith on Corporate i
Governance and European Policy. |

Responsible for Energy (except Coal
Liabilities, Coal Health, Fuel Poverty, and
Muclear Clean-Up in the FSU to which

Nigel Griffiths leads), E-Commerce,
Communications and Information Industries,
Business and Postal Services lincluding Pest

Office), and corporate social responsibility.

Responsible for Small Business Service and
Regulatory Beform, Export Control and Non-
proliferation, the Trawlermen’s Compensation
Scheme, Social Enterprise, Construction
Industry, consumer goods and services, G
Foods, Coal Health Claims and Coal Liabilities,
Fuel Poverty and Muclear Clean-up in the FSU.
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Structure of the Department

Office of Science and Technology

The Secretary of State for Trade and Industry
has overall responsibility for the Government's
science policy and support for Science and
Technology (S&T) as a whole in her cross-
Departmental role as the Cabinet Minister for
Science and Technology. She is supported In
this role within the DTl by the Minister for
Science and the Office of Science and
Technology (OST). OST leads for Government
in supporting excellent science, engineering
and technology and their uses to benefit
society and the economy. OST's objectives are
1o sustain and improve the science and
engineering base; improve the performance of
Government departments using S&T; optimise
the benefits to UK science from EL and
international activities; improve the flow of
people and ideas between the science and
engineering base and users; improve
engagemeant between science and the rest of
society; and ensure sound advice is given to
Ministers across Government on science
ISSUBs.

Strategy Unit

The Strategy Unit provides a clear, shared and
coherent strategic direction based on rigorous and
forward looking evidence to drive the business and
a framework for business planning and
performance management that enables prionties to
be delivered. Tha Unit leads the development of
thinking in the DTI, and with HM Treasury across
Whitehall, on competitiveness and productivity;
provides relevant economic and statistical analysis;
and communicates DTI's key messages to the
people inside the Department, key external
stakeholders and others.

Legal Services Group

The DTI Legal Services Group aims to ensure that
the Ministers and officials of the DTI and its
Executive Agencies receive the highest quality
legal advice they need to deliver Departmental
objectives, It leads on advice on the prioritisation
of the Department’s legislative programme and
co-ordinates the preparation of legislation. It also
investigates and prosecutes offences under the
Insolvency, Companies and other Acts (the Head of
Enforcement chairs the Whitehall Prosecutors
Group). It also has an influencing role in Whitehall
in representing the Department’s interests on
European issues.

Business Group

Business Group plays a key role in raising
productivity and so in delivering the Department’s
ambition of Prospenty for All. Business Group
contributes to all three of the Department’s
strategic objectives of supporting successful
business, promoting world-class science and
innovation and ensuring fair markets. The Group
leads on two of this year's priorities, st out in

the business plan. These are ensuring that DTI's
business support increases productivity and acting
as the voice of business across Whitehall and
Europe. Business Group can only be successful if
it works with and through others: its stakeholders
in business and the regions, and people in this and
other Groups - particularly Innovation and Fair
Markets Groups.



Innovation Group

The Innovation Group provides a focus for the
Department’s work to improve the overall
innowvation performance of the UK economy,
working closely with the OST and other DTI
Groups. The Group also supports the Secretary of
State in driving forward the innovation agenda
across Government. The Group's activities include:
promoting the business benefits of innovation;
supporting knowledge transfer into UK businesses
from a wide range of domestic and international
sources: spreading best practice in business;
stimulating business investmant in inngvation;
wiorking with others 1o raise the calibre and use of
management, leadership and workforce skills by
businesses; encouraging innovative and
internationally competitive business solutions to
envirenmental problems and the wider challenges
of sustainable development; ensuring that the
intellectual property Systern supports innovation;
and ensuring that the UK has the infrastructure
needed to encourage innavation, including
measurement systems and standards.

Energy Group

Energy Group's aim is to deliver a fundamental
component of Prosperity for All - secure,
sustainable, affordable energy. The Group works to
ensure that competitive markets provide continuity
and security of energy supplies at affordable pnces;
to promote sustainability by delivering the
reductions in carbon dioxide emissions set out in
the Energy White Paper; to manage energy assels
and liabilities efficiently and effectively; and to
ensure safety and security in the civil nuclear
industry.

Intraduction TRADE AND INDUSTHRY 2004

Fair Markets Group

Fair Markets has a central role in delivering
Prosperity for All. It delivers chaice for consumers
and fosters innovation and its effectiveness drives
out inflation and increases levals of employment.
The group’s role is to deliver a competitive
framework for the growth of successiul business
and jobs, and a fair deal for consumers. In doing
this it aims for open and dynamic markets through
economic refarm in Eurcpe, free and fair world
trade and an effective competition regime as well
as confident participants, including empowered
employees, dynamic businesses and active
consumers and investors who are assured by the
faimess and integrity of the market framework,
well informed about rights and responsibilities, and
embrace the benefits of diversity.

Services Group

Services Group is the spine of the DT, Its vision is
to enable change within the Department and to
deliver excellent services. |t enables the rest of the
Department to function through providing internal
corg services like parsonnel, finance,
accommodation and IT, and delivers services to
external customers through XNP (Export Control
and Non-Praliferation) and a number of individual
Agencies (Companies House, The Insolvency
Service and the Employment Tribunals Service).
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How DTI is organised

Sir Robin Young

| | | |
Business Group Innovation Group Energy Group Fair Markets Group  Services Group
» Business Felations *Facililating * Enargy Strategy = Batter Regulation # Export Control and
irc. Post Offica Innovation Uniit #Consumer and Mon-Proliferation
* Business Support » Technofogical = Enargy Markets Cormpetition Policy = Finance and
# Small Business Innowvation and Urit = Corporate Lew Resource
Servica Sustainable #* Energy Innovation and Gavernance Manageamant
* Haqions Davelopment and Business Unit = Employmant » Human Resources
= British Matignal = Licansing and Relations and Change
Space Cantra Contents Linit *YWomean and Management
» Fatant Offica » Muclear and Coal Equality Unit s |nfarmanon and
Liabilities Unit * Europe and World Waorkplace
* British Enengy Trade Services
Taam *ACas = Employrment
* Cantral Arbitration Tribunals Service
Committes » nsolvancy Service
* Loww Fay » Companies House

Commissin
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1 DTI STRATEGY

The DTl launched its new Strategy in
September 2003', providing an
overarching framework for how it will
deliver its ambition of Prosperity for All.
Built on a sound evidence base, the
Strategy identifies a set of priorities that
focuses on raising productivity in the
economy as a whole and addresses
areas where DTl can have the greatest
impact, The Department aims to make a
difference directly where it can and to
wark with its partners to influence
outcomes where it cannot deliver on

its own.

In devising the DTI Strategy, the
Department carried out considerable
research assessing the economic
context facing the UK, now and over the
next five years; the drivers of change the
UK is likely to face in the future and,
therefore, the areas on which its policies
must focus; and its framewaork for
intervention in the economy. The
Strategy describes the challenge faced in
trying to close the gap between
productivity in the UK and other
developed countries. It builds on the
work carried out:

in the Department’s 2001 review of
business support and its subsequent
implementation?;

with DfES to develop and implement the
Government’s Skills Strategy?, which
aims to ensure employers have the skills
to support the success of their business
and employees the necessary skills to
be both employable and personally
fulfilled;

ditmls in Chaplers 6 and 13

o
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o ensure secure and sustainable energy
supplies through implementing the
Energy White Paper4; and

in developing and implementing the
comprehensive innovation strategy set
out in the 20032 Innovation Report?,
which aims to make the LIK a world-
leader in turning knowledge into new
products and services.

Arising from the evidence base, five
strategic priorities emerged for DTI
action to raise UK productivity:

transferring knowledge - helping
business turn good ideas into high value
products and services;

maximising potential in the
workplace - raising skill levels 1o
produce high value jobs in high
performance workplaces, where people
can realise their full potential while
maintaining a healthy work-life balance;

extending competitive markets —
creating fair markets at home and abroad
to give consumers a fairer deal and more
opportunity for new and existing
business;

strengthening regional economies —
achieving sustainable improvements in
the performance of regions by helping to
develop regional economic strategies
that also fit into the broader national
framework: and

forging closer partnerships - working
in partnership within the UK, across the
EU and intermationally to achieve the
Department’s strategic priorities and to
have the greatest impact on productivity.

The: Seratagy docurmant and Thi supporting annhkses Bre svsdsble a1 w0l gov ukfaboutistrategy 2003 heml

Further oetails of how DT) is refocusing its busmaess suppon can be found in Chapter 3
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“Competing i the plobal econprmy: the mnavation chaliwnge ™, December 2003, wwwdii o ukfinmovationrepot
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Introduction

2.1

2.2

2.4

The Department’s first PSA targets,
covering 1999-2002, were set in the
Comprehensive Spending Review (CSR)
in 1998', They were developed in the
2000 Spending Review (SR2000)2, which
set new targets for 2001-04, and further
updated in the 2002 Spending Review
{SR2002)? concluded in July 2002. These
PSA targets cover the period 1 April
2003 to 31 March 2006.

The Department’s 20004 and 20015
Expenditure Plans Reports (EPRs)
reported on progress towards the CSR
targets. The 2002 EPRE, 2002 Autumn
Performance Report (APR)? and 2003
Departmental Report® reported on
progress towards both the SR2000 and
CSR targets. The 2003 APR? reported on
progress on the SR2002 PSA targets and
all CSR and SR2000 targets still
outstanding.

The purpose of this chapter is to provide
a summary update on performance
against the SR2002 PSA targets along
with all outstanding targets from the
earlier spending reviews. In many cases,
CSR and SR2000 targets were carried
over in similar form into SR2002. For
ease of reference, performance against
these earher targets 1s summarised at
the end of this chapter.

Maore detail on the steps the Department
15 taking to achieve these targets is

PSA Target 1

Demonstrate progress by 2006
on the Government's long-term
objective of raising the rate of UK
productivity growth over the
economic cycle, improving
competitiveness and narrowing
the productivity gap with the
USA, France and Germany
{Joint target with HMT)

TRHADE AND IMOUSTHY 2004

PROGRESS ON DELIVERING PSA TARGETS

contained in the chapters relating to the
relevant DT objectives.

/

Overall progress

On course

Current position

25

Data from the Office for National
Statistics (ONS) published in February
2004 shows that the UK's labour
productivity is showing some signs
of improvement against our major
competitors.

Two different measures are used to
assess productivity = productivity per
waorker and productivity per hour. Figures
2.1 and 2.2 below show that there are
some early signs of progress towards
narrowing the output per waorker
productivity gap — for example, the UK
now has a similar productivity level as
Germany. However, it should be noted

T White Paper = Public Servecas for the Future: Modarmisabon, Befonrn, Sccountabaiy ™ ICm 21817)

wwnat archive officiakdocymants. co. ulkdocumenticmd 1A 181/41B) ktm

2 White Paper * Spanding Rewsesy 2000 Public Sendos Agrearnents 2001-04 7 (Cm 488§
. hemeTresasary, gon: ukispending_rodawispending e 2000spend_s-00 _index.cim

A

“F007 Spendng Aeview:. Dppoerfunify and Securdty far all imvesting o an Enbovprising, Favear Britan”®

whanet imireasury, gov ukspending_réviens'spend 2002 reportspand _ar0Z-rapindes chm

L SRR -

“Govermment 5 Expanditune Pavas 200001 and 2001-027 (ICrm 481 1), wiwiw b pov iy Expen chtursy

“Goermmenls Expendiiure Plans 200 102 to 2005-04 and Man Estimates 2001027 (Cm 51120 waewc ot gov. uklespendturaglan/espendiure2001/
“Government s Expangiure Plans 2002-03 ro 200304 7 (Cm 5418} wwee do. gov ukfexpendaureplan/expondiure2 00 2fincex shiml

“Deapartment of Trade & industry, Authur Performance Reparr 20027 1Cm 5731) wiww ot gov ullfabout/aps

DTi's Depadtrenial FRopant 2003 avadable af weasdli gov. ukfespanditurepiandreport 20027

DTi's APR 2003 available st www.dtl gov uk/sboution2 003 pad
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International Comparisons of Productivity per worker (UK = 100)
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that this data is always subject to assessing progress towards raising
revision. productivity it is more reasonable to look
o for changes in the drivers of productivity.
2.7 Although it is too early to say whether g ; 2 .pr : ¥
: . G The Government has identified five
recent improvements in productivity are : = :
S : drivers of productivity — investment,
significant and sustainable, they do . : : :
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may be starting to make progress on : ; :
. e been made on all five drivers since 1999.
narrowing the productivity gap.
Nonetheless, it takes time for workers, 2.8 The Government’s abjective to raise the

businesses and consumers to respond
1o the farvreaching structural reforms and
to gain the confidence to invest in capital

rate of productivity growth must be
assessed over the economic cycle. For
this reason it is too early to make a full

or their own skills. Consequently, in

assessment. However, recent data
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Current position

Relative international performance of the
UK’s science and engineering base

2.10 An October 2003 report from Evidence

2.11

Lid benchmarked UK performance
against a wide basket of indicators. In
summary, the report indicates the strong
relative international performance of the
UK research base in terms of
achievermnent, productivity and efficiency.
On many indicators the UK is second
only to the USA, and where it has been
overtaken in individual disciplines by
other nations the UK still has a more
consistent performance across fields
than those countries. This strong
international performance has been
achieved with lower average investment
compared to its competitors and with a
relatively lower availability of people with
research training and skills.

Following the publication of the Evidence
Ltd report on target metrics a basket of

Associated target

SR2000 Target 5: Improve the overall international ranking of the UK's science and
engineering base, as measured by international measures of quality, cost-effectiveness
and relevance.

Assessment of progress

On course

Current position
This target is measured in three parts:

indicators has been agreed to measure
the UK research base's perfermance
against this target'0. These cover
aspects of scientific excellence and
productivity and development of
trained researchers.

The exploitation of the science base

2.12

213

Government is providing a strong
supportive framewaork for scientists and
business to work together to drive
innovation, and is encouraging
collaboration between Higher Education
Institutes (HEIs) and business to ensure
scientific breakthroughs are turned into
commercial success. Results show this
is making a real impact.

Progress against this target is judged by
an increase in a basket of indicators. The
maost recent data for these indicators is
for the academic year 2001-02 which
showed that, compared with 2000-01:

Quality — measured by the percentage, relative to the world, of the number of times that
scientific papers published in the UK between 1981 and the present are cited in other
papers, The most recent available figure is for 2002 where the UK had 11% of global
citations. The UK's citation share rose in the 1997-2001 and 2002 period. This increase in
citation share indicates an improvement in the quality of the scientific papers published.

Relevance - A key measure of 'Relevance’ is the proportion of HE| funding that comes
from non-governmental organisations. The 2001 figure for investment in publicly
performed R&D by the business sector is higher than the 1996-2000 average. The UK is
ranked first in the G7 and has a considerable lead over other countries with 30% more
than Canada, which is in second place.

Cost-effectiveness - measured by the number of scientific papers published per million
pounds pubiin: expenditure invested in the science and engineering base. The UK has been
ranked first in the G7 for cost-effectiveness consistently in recent years,

10 Furthge informatan a1 waaw.osl v Ul poboyipsa_target_matrics hibm



the number of patent applications
rose 8%

the number of patents granted fell 19%

the number of licensing agreements
fell 179%

income from licensing intellectual
property rose by B3%

the number of spin-out firms fell by 14%

the number of staff employed in
commerciahisationfindustrnalisation liaison
offices rose 19%

income from business rose by 3.6% and
is now 10.1% of the total research grant
and contract income for the HEI sector

the number of science and engineering
students undertaking business
placements rose 31% to 128,900

business representation on governing
bodies - 36% of the membership of HEI
governing bodies are drawn from the
business sector,

2! Progress on Delivering PSA Targets TRADE AND INDUSTHY 2004

2.15

PSA Target 3 N\

Place empowered consumers at
the heart of an effective
competition regime, bringing UK
levels of competition, consumer
empowerment and protection up
to the level of the best by 2006,
measuring the effectiveness of
the regime by peer review and
other evidence, to ensure a fair
deal for consumers and business
working in collaboration with the
relevant regulatory agencies

\_

in 2001 in absolute and internationally
relative terms. Patent data for 2002 is
expected to be published in May 2004.

For more detail on the work the
Department is undertaking towards this
target, see Chapter 4 "Knowledge
Transfer and Innovation” and Chapter 10
"Science and Engineering”.

/

The overall innovation performance of the

UK economy Overall progress

2.14 There are seven indicators for progress On course

towards this target. Five of these are
measured through the Community
Innovation Survey (CIS) and there is no
updated data, as the CIS is a four-yearly
survey which will next take place in
2005. The 2001 survey provided baseline
data for these targets. However for two
indicators data is available annually with
a lag of approximately 10-12 months.

For these indicators:

the level of business enterprise research
and development expenditure (EERD)
rose to 1.24% of Gross Domestic Product
{GDP} in 2002 from 1.17% in 1998, and

Organisation for Economic Co-operation
and Development (OECD) data showed
an increase in the level of UK patenting

Current position

2.16

217

218

Competition

The 2001 peer review placed the UK
regime third behind the USA and
Germany. The implementation of the
Enterprise Act 2002 will ensure that the
weaknesses identified in the 20071 Peer
Review are addressed by the time of the
next Review in April 2004,

The Global Competition Review 2003
ranked UK joint second in the world
behind the LSA.

Consumers

An April 2003 survey commissionad by
the Office of Fair Trading (OFT) found
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that 57% of consumers say they feel
informed about their rights. However of
these the majority only feel fairly well
informed (50%) rather than very wall
informed (7%) and two-fifths of the
organisations surveyed that dealt with
consumers had no formal customer
policies, The results of the next
Consumer Empowerment survey

will be published in late spring 2004.

2.19 An October 2003 report by a joint team
from DTI, HMT and the OFT concluded
that the UK consumer policy framewaork
was in many respects on a par with the
best in the world. However the report
also identified a number of areas where
the UK appeared to be behind the best.
Further work is now being undertaken to
address these issues and develop a new
consumer strategy, which is due to be
completed by summer 2004,

2.20 For more detail on the work the
Department is undertaking towards this
target see Chapter 5 "Consumers and
Competition™.

PSA Target 4 _-\

Ensure the UK ranks in the top 3
most competitive energy markets
in the EU and G7 in each year,
whilst on course to maintain
energy security, to achieve fuel
poverty objectives; and (Joint
target with the Department for
Environment, Food and Rural
Affairs (DEFRA)) improve the
environment and the sustainable
use of natural resources,
including through the use of
energy saving technologies, to
help to reduce greenhouse gas
emissions by 12.5% from 1990
levels and moving towards a 20%
reduction in carbon dioxide
emissions by 2010

J

Overall progress

On course

Latest out-turn

221

222

2.23

Competitive Energy Markets

A study by Oxera published in
September 2003, commissioned by the
DTI, showed that the UK had one of the
most competitive energy markets in the
EU and G7 in 2001 and on provisional
data, in 2002 as well.

Secure and reliable supplies

In November 2003 the Joint Office of
Gas and Electricity Markets (OFGEM) [
DTI Energy Security of Supply Working
Group (JESS) reported evidence of a
significant market response to National
Grid Transco's (NGT's) indication in the
autumn that they would like greater
generating capacity available. Plant was
brought back into service from mothball,
and the plant margin rose from around
16%, as reported in NGT's July 2003
update'Z, to over 20% for the winter
period. This is similar to the level last
year and to the level in the mid 1990s.

Fuel poverty

Progress against the Government’s fuel
poverty targets is published in an Annual
Progress Report. The overall target is to
seek an end to the problem of fuel
poverty and in particular to seek an end
to fuel poverty for vulnerable households
by 2010. Recent progress is as follows:

The number of vulnerable households
in fuel poverty in England has fallen
from around 3m in 1996 to around
1.4m in 2001;

The number of households in fuel
poverty in the UK has fallen by more
than half since 1996, down to around
2.5m on current information.

11 See W dil gov uk/anengyigas,_and_dectricihycompetitvenoss_struchisalxora,_ report pad
12 "Update on Winter 0304, Full text svailabla at wies ratishalgnd comiukindnfobalancinglpdfaWinted_2003_2004_Outioak. pt
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2.26

227

The Government aims to publish its next
Annual Progress Report in March 2004,

Sustainable use of natural resources

The Environment Agency carried out a
survey which looked at the total amount
of industrial and commercial waste going
to landfill in 1998-99. Data for the next
survey is currently being collected, to
report by March 2004.

Annual data on industrial and commercial
waste sent to licensed landfill sites is
also available and is collected by the
Environment Agency. The latest data
from the landfill site returns show a
reduction in industrial and commercial
waste to landfill of 8%'3 between 1998-
99 and 2000-01. So, tentatively, this
target is on course to be met, but this is
still subject to confirmation of the data.

Greenhouse gas emissions

Total greenhouse gas emissions in the

UK were about 12.3% below1990 levels
in 2001. Over the same period:

carbon dioxide emissions fell by 5.3%;
methane emissions fell by 40%:; and
nitrous oxide emissions fell by 37.6%.

The UK has decided to use 1995, rather
than 1990, as the base year for
emissions of fluorinated gases, in
accordance with the provisions of the
Kyoto Protocol, because the data are
more reliable. Between then and 2001:

hydrofluorocarbon (HFC) emissions fell
by 42.9%;

perfluorocarbon (PFC) emissions fell by
35.5%: and

sulphur hexafluoride (SF;) emissions
increased by 55.5%.

For mare detail on the work the
Department is undertaking towards this
target, see Chapter 6 "Security of

Z: Progress on Delivering PSA Targets TRADE AND (HDUSTHY 2004

PSA Target 5 \

Secure agreement by 2005 to

a significant reduction in trade
barriers leading to improved
trading opportunities for the UK
and developing countries {Joint
target with the Department for
International Development
(DfID) and the Foreign and
Commonwealth Office (FCO))

N

Energy Supply” and Chapter 13
"Sustainability and the Environment”.

/

Overall progress

Dff track

Current position

2.30 The failure of the World Trade

231

Organisation’s (WTO's) Cancun
Ministerial (10-14 September 2003)

is a setback. The differences in views
betwean WTO members means that
reaching an agreement by the original
deadline of 1 January 2005 will be
extrernely difficult. But negotiations in
the round are likely to continue, albeit at
a slower pace than formerly expected,
since most countries, developing and
developed, are committed to pursuing
the agenda set out when the Doha
Development Agenda (DDA) round was
launched in November 2001,

There have been some achievements;

Cancun acted as a spur towards the
conclusion of an agreement on Common
Agricultural Policy (CAP) reform in June
2003;

an agreement on Trade-Related Aspects
of Intellectual Property Rights (TRIPS) /
access to medicines - for which Cancun
acted as a crucial spur to final
agraement,

13 Ingustrsl and commemcil washe 10 Ofen gate snd restticted usar lendfil ses, exciding tha MNorth Viaat regice for which thisne 18 no braaksown

betwansn municpal and indistral and commicial waste data in 198689,

|
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PSA Target 6

Help to build an enterprise
society in which small firms of all
kinds thrive and achieve their
potential, with (i) an increase in

\.

the number of people
considering going into business,
(ii) an improvement in the overall
productivity of small firms, and
(iii) more enterprise in
disadvantaged communities

indications of flexibility at Cancun, for
example by the European Commission
on agriculture and on the Singapore
issues — trade facilitation, transparency in
government procurement, competition
and investment.

For more detail on the work the
Department is undertaking towards this
target, see Chapter 7 "Free and Fair
World Markets”.

~N

>

Overall progress

Qutcomes have been mixed.

Associated target

CS5R 1998 Target 3: i) To increase the productivity and profitability of SMEs assisted by
Business Link partnerships and (i) to show year-by-year improvernents in the guality of
services delivered under the BL brand:

Assessment of Progress

{i)

{it)

not yet assessed

met

Current position

1]

Current position
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2.34

2.35

An increase in the number of people
considering going into business

In 2001, 12% of adults in England were
considering starting a business or
becoming self-employed. The next set
of data, for 2003, will be available in
April 2004,

An improvement in the overall
productivity of small firms

SMEs' productivity (gross value added
per employee) increased by 5.9%
between 2000 and 2001 (basic prices).
All firms’ productivity increased by 4.5%
{basic prices). Therefore small firms’
productivity increased at a faster rate
than all firms. This is the second year
running that SMEs" productivity growth
has exceeded all firms' productivity
growth, and the gap between the
growth rates has also widened.

More enterprise in disadvantaged
communities

In 2002, there were 29 VAT registrations
per 10,000 resident adults in the 20%
most deprived wards in England,
compared with 46 VAT registrations per
10,000 resident adults in the 20% least
deprived wards. This is a gap of 37%,

There is a lag inherent in measuring impact due to the methodology employed prior to
2003-04. The latest available data are for clients assisted in 1999-2000, which was
provided in 2002-03, and this is the baseline position. Fram 2004-05, a new
methodology will be in place to assess progress on this target.

(i) This target has been met (final assessment in APR 2003).



Associated target
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CSR1998 Target 4: To secure an increase in the number of high growth business start-ups.

Owverall progress
On course

Latest out-turn/current position

Progress towards this target is assessed by measuring the number of firms with a
turnover above £1m, or 10 employees, 4 years after start-up. The indicator used to
measure this is the number of firms registering themselves for VAT and still trading 4
years later. This 4-year time period needed to produce this measure means that this is the

first year in which progress can be assessed.

Year of business birth (as measured by
VAT registration)

1954
1995
1996
1997
1998
1999

which is wider than in 2001 (34%) but
similar to the gap in 2000 (37%). The VAT
registration rate in the most deprived
wards has changed little over the period
- the changes in the gap are mostly due
to fluctuations in VAT registration rates in
the least deprived wards.

2.36 For more detail on the work the
Department is undertaking towards this
target, see Chapter 8 "Enterprise for All”
and Chapter 12 "Finance for Investment”,

PSA Target 7 _\

Make sustainable improvements
in the economic performance of
all English regions and over the
long term reduce the persistent
gap in growth rates between the
regions, defining measures to
improve performance and
reporting progress against these
measures by 2006 (Joint target
with the Office of the Deputy
Prime Minister (ODPM) and HMT)

s i/

Number of businesses still

trading four years later

12,300
11,800
11,100
12,200
12,200
12,900 (provisional)

Overall progress

On course

Current position
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2.38

Considerable progress has been made in
reviewing regional policy instruments of
ODPMIHMT/DTI and other Government
Departments (OGDs). The nine
Government Offices with Regional
Development Agencies (RDAs) and
regional chambers have consulted other
regional stakeholders on evidence on the
drivers of regional performance in their
region and for explanations of economic
disparities within the region. This has led
to the production of the Regional
Emphasis Documents (REDs) which are
feeding into the Spending Review process.

Six key drivers of economic growth have
been identified: skills; investment;
innovation; enterprise; competition and
employment. Close working links have
been developed with OGDs (in particular
DFES, the Department of Work and
Pensions (DWP) and the Department for
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Transport) which will have an important
role in the delivery of this target.
Progress has been made 1o address
regional disparities across these drivers.
For example:

Regional Skills Partnerships will be
established from Apnl 2004 with the aim
of better co-ordination of the supply and
demand for skills in each region;

OFT has been looking at the operation
of markets at regional and local level;

the RDAs' Regional Economic Strategies
outline measures designed to increase
the level of innovation in their regions;

the Government has established RDA-
led Business Link pilots to explore the
scope for more effective business
support at the local level.

Preliminary identification of six to ten key
measures to improve regional economic
performance will be published by July
2004. In addition, a programme of
research is being conducted to improve
the evidence base on the drivers of
productivity, to assess the non-
government factors underlying regional
economic performance and to review
comparative international evidence.

Associated target

SR2000 Target 3: Make and keep the UK the best place in the world to trade
electronically, as measured by the cost of internet access and the extent of business-to-
business and business-to-consumer transactions carried out over e-commerce networks.

Overall progress
Some slippage

Latest out-turn/ecurrent position

2.40 For more detail on the work the

Make the UK the best place in the
world for e-business, with an
extensive and competitive
broadband market, judged using
international comparative
measures of business uptake

and use of information and
communication technigues

N

Department is undertaking towards this
target see Chapter 9 " Strengthening
Regional Economies”.

=

s

Overall progress

QOutcomes have been mixed

Current position

241

Broadband

The Government's target is for the

UK to have the most extensive and
competitive broadband market in the G7
by 2005. In September 2003 Analysys
Consulting’s assessment gave the UK an
overall ranking of third place in the G7

For residential consumers, UK internet prices are cheaper than all countries for peak

unmetered and metered services. For off-peak services UK prices are below average and
for business consumers, UK prices for unmetered services are well below those in France
and Sweden, but above those in Germany and the USA,

The 2003 IBS shows that UK business connectivity has remained stable at around 85%,
while there have been improvements in the method and speed of connectivity. There has
been a steady increase in the number of medium and large businesses using the internet
to trade online (to 38%) but a decline in numbers by micro and small businesses.



242

243

PSA Target 9

\

for competitivenass and extensiveness.
At present some 80% of the UK
population have access to mass-market
terrestrial broadband services, with take
up increasing and currently at over
30,000 new subscribers a week.

ICT take-up and use

The 2003 International Benchmarking
Study (IBS) 2003 ranked the UK as
saventh in the world in its take up and
use of information and communication
technologies (ICT). Connectivity levels
have stabilised but the emerging
evidence suggests that to maximize the
benefits of ICT investment there does
need to be greater integration of use
within the company and the necessary
process and organisational change to
effectively exploit the technology.

For more detail on the waork the
Department is undertaking towards this
target, see Chapter 3 "Improving
Business Performance”.

N

By 20086, working with all
departments, bring about
measurable improvements in
gender equality across a range
of indicators, as part of the
Government's objectives on
equality and social inclusion

Overall progress

Outcomes have been mixed

Current position

2.44 This is a cross-cutting target for which

much of the delivery rests with OGDs,
Progress towards this target is
measured against a basket of indicators
derived from Service Delivery
Agreements for the lead department.

2 Progress on Delivering PSA Targets TRAGE AND INDUSTRY 2004

2.45

The eight measurable indicators are set
out in the Women and Equality Unit
Report, " Delivering on Gender
Equality ™4,

These indicators have different reporting
periods and not all have yet been
assessed as, for some, the measures
and baselines have just been
established. For those indicators where
progress has been measured:

Flexible Working — the DTl conducted
two axtansive work-life balance surveys
at the beginning of 20035, The
preliminary results of the survey of
employees have been published, with
the full results due to be published
shortly, The survey of employers has
been published in full. These surveys
provide the baseline for this target;

Childcare - actual progress to March
2003, plus local authorities” individual
targets for 2003-04, would lead to
919,000 new places by March 2004.
This represents 1,670,000 children
helped (104% of target),

Equal Pay Audits — an interim indicator
for progress on the number of large
organisations that have carried out pay
reviews is that the pay gap between
men and women has narrowed slightly,

Government Pay Reviews - all
Government departments and agencies
have completed pay reviews and
developed action plans. The Cabinet
Dffice has also completed an equal pay
review for the Semior Civil Service {SCS);®

Women in the Senior Civil Service -
data for women in the SCS and women
in top management posts was collected
in October 2003. This will be published
in April 2004;

Women in Under-represented Sectors
- in December 2003 the DTl published
baseline (2002) data for the

14 Raport availabia a1 wwaw womenancegualityunst go ukgYestarcivDelverng_on_Gendar pdt
16 Further information at weww.iith. goy. ulden'smasfindos. him
18 Furthir informiation at wiww.cabingl-offics. oo ukiovilsenice/scafequalpey him
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representation of women on Science,
Engineering and Technology (SET)
related boards and councils.!?

2.46 For more detaill on the work the
Department is undertaking towards this
target, see Chapter 11 "Maximising
Potential in the Workplace”.

PSA Target 10 \

In the 3 years to 2008, taking
account of the economic cycle,
increase the employment rate

and significantly reduce the
difference between the overall
gmployment rate and the
employment rate of ethnic
minorities (Joint target

with DWF) )

Overall progress

Outcomes are broadly unchanged

Current position

2.47 QOutcomes are broadly unchanged, as
preliminary data indicates the gap is not
yet closing, which suggests a degree of

slippage in progress towards this target.

This target’s baselines according to
Labour Force Survey data are an ethnic
minarity employment rate of 58.3%
and an employment rate gap of 16.7
percentage pairits with the overall
population (average of the four quarters
to spring 2003).

2.48 Two guarters on, the ethnic minority
employment rate stands slightly higher
at 58.7% and the gap with the overall
employment rate has reduced to 16.3

percentage points. Changes of this scale

could be due to sampling errors and

therefore are not considered to be
statistically significant.

2.49 A Ministerial Task Force was established

2.50

2.51

_psatagec 1 [N

Deliver a measurable
improvement in the business
performance of UK Trade &
Investment’s customers; and
maintain the UK as the prime
location in the EU for foreign
direct investment (Joint target

with FCO)

A

in September 2003 to implement the
28 recommendations of the report

" Ethnic Minorities and the Labour
Market "8 (March 2003). A cross
departmental approach has been
established, with the DTl as one of a
number of departments undertaking
work programmes towards the
achievement of these recommendations,
although responsibility for the delivery
of this PSA target continues to rest
jointly with DTI and DWP

Within the DTI, there is substantial work
under way to establish base line data on
workplace discrimination and to develop
and further refine policies and
procedures to tackle it.

For more detaill on the work the
Department is undertaking towards this
target, see Chapter 11 "Maximising
Potential in the Workplace”.

J

2.52

It is important to note that responsibility
for PSA target 11 lies with UK Trade &
Investment (formerly British Trade
International). For more detailed
information on this target, please see the
orgamisation's Departmental Report'®.

Overall progress

2.53

The results are still in the early stages
and assessment is made over a two-year
period but the first two indicators are on
course 1o be met.

17 Funher miormaton st www? setdworman. goy ukfsatdwomenstatistcs07_hgtabs him
18 Report svadatle at dwednw it 10 Q0. \Ii‘f'}ﬂ:hﬁlfi?hmﬁfﬂlﬂﬂfﬂlpﬂrﬁw mhim

18 Avadable at wona uktradsinvest, gov. k)



Current position

Deliver a measurable improvement in
the business performance of UK Trade
& Investment’s customers

2.54 This is measured using three sub-targets.

i

(i)

{iii)

255

For the first two of these there are
interim survey results for the first three
quarters of 2003. For the third, data
comes from a survey which was carried
out in January/February 2004:

For new-to-export firms that received
assistance, 37% (Q1), 33% (Q2) and
37% (Q3) improved their business
performance (target 30%);

For established exporters that received
assistance, 45% (Q1), 43% (Q2) and
42% (Q3) improved their business
performance (target 50%),

Note: These results are in the early
stages as assessment 15 made over a
two-year period.

For firms receiving assistance to win
major overseas projects, 58% reported
that LIK Trade & Investment's support
was a significant influence on their
performance (target 70%).

Note: The study indicated that a major
reason for the outcome was the ending
of the overseas project fund although
the long term nature of the assistance
given means that firms may have
difficulty in remembering and identifying
the source of the assistance.

Maintain the UK as the prime location
in the European Union (EU) for
foreign direct investment (Joint
target with FCO)

The inward investment PSA target is
supported by a single performance
indicator: the UK's share of the stock
of EU foreign direct investment, as
recorded in the United Nations
Conference on Trade and Development
{(UNCTAD) World Investment Report,

Z: Progress on Delivering PSA Targets TRADE AND INDUSTEY 2004
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PSA Target 12

Achieve value for money
improvements of 2.5% a year
across the department as
measured by a basket of
indicators

L5

to be the best in Europe on a year-by-
year basis.

Latest data from UNCTAD, published
September 2003, shows that the target
has been achieved. The UK's market
share of accumulated EU stock in 2002
is estimated to be 22.5%, compared to
its nearast rival competitor Germany
with 16%.

In 2002-03 UK Trade & Investment
recorded 708 investment projects from
overseas, generating 34,000 new jobs in
the UK. Of those projects UK Trade &
Investment played a major role in 114
decisions creating and/or safeguarding
over 7,300 jobs.

For more detail on the work the
Department is undertaking towards this
target, see Chapter 3 “Improving
Business Performance”.

~

Overall progress

Not yet assessed.

Current position

2.59

Twelve indicators to measure progress
towards this target are under
development, covering substantial
elements of DTl programme
expenditure, HQ administration costs
and expenditure by DTI's agencies. Each
of these indicators would provide the
basis for a value for money sub target
reflecting the overall 2.5% a year real
terms figure set by PSA Target 12.
Between them, they would cover the
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(i} Comprehensive Spending Review 1998 (continued)

6. To increase by 50% the 1997-98 number of
companias spun out from universities by 2001-02.

Met
The final assessment was set out in APR 2002.

7. To increase from 350,000 1o 1.5m the number of
UK SMEs wired up to the digital market place by
2002.

Met
The final assessment was set out in APR 2002.

B, To make the UK the best place in the world to
tracle electronically by the end of the Parliament.

Mot met

The final assessment was set out in APB 2002, This
target is carried forward in SR 2002 PSA Target 8.

9. To improve support for exporters, raise the
quality of service, generate additional exports and
enhance the business image of the UK.

Met

The final assessment was set out in APR 2002, This
target is carnied forward in SR 2002 PSA Target 11.

10. To maintain the LK as the prime location in the
EU for foreign direct investment.

Met

The final assessment was set out in APR 2002. This
target is carried forward in SR 2002 PSA Target 11.

11. To maintain or improve levels of enargy
security, diversity, sustainability and competitive
energy prices.

On course
This target is carnied forward in SR 2002 PSA Target 4.

12, To improve UK performance in transposition of
EU Single Market measures to enable 98% of
measures o have been transposed into UK law by
end 2000.

Mot met
The final assessment was set out in APR 2002.

(i} Spending Review 2000

SR 2000 Target

(e

1. Improve UK competitiveness by narrowing the
productivity gap with the USA, France, Germany
and Japan over the economic cycle. (Joint target
with HMT)

Outcomes broadly unchanged

This target is camried forward in similar terms in SR
2002 PSA Target 1.

2. Help build an enterprise society in which small
firms of all kinds thrive and achieve their potential,
with an increase in the nurmber of people
considering going into business, an improvemeant in
the overall productivity of small firms, and more
enterprise in disadvantaged communities.

Outcomes have been mixed

This target is carmed forward in similar terms in SH
2002 PSA Target 6.

3. Make and keep the UK the best place in the
world to trade electronically, as measured by the
cost of internet access and the extent of business-
to-business and business-to-consumer transactions
carried out over e-commerce networks.

Some slippage
This target is carmed forward in similar terms in SR
2002 PSA Target B.
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{il} Spending Review 2000

SR 2000 Target

4. Improve the economic performance of all regions
measured by the trend in growth of each region's
GDP per capita. (Joint farget with DETR [ODPMA

On course

This target is carried forward in similar terms in
SR 2002 PSA Target 7.

5. Improve the overall international ranking of the
UK's science and engineering base, as measured
by international measures of quality, cost-
effectivenass and relevance,

On course

This target 15 carned forward in similar terms in
SR 2002 PSA Target 2.

6. increase the level of exploitation of technological
knowledge denved from the science and
engineering base, as demonstrated by a significant
rise in the proportion of innovating businesses
cihing Such SouUrces.

On course

This target is carried forward in similar terms in
SR 2002 PSA Target 2.

7. Have the most effective competition regime in
the OECD, as measured by peer review, and
achieve a fairer deal for consumers, as measured
by the level of consumer knowledge and
understanding of rights and sources of information.

On course

This target is carried forward in similar terms in
SR 2002 PSA Target 3.

B. Ensure competitive gas and electricity prices in
the lower half of the EU/GT basket, while achieving
security of supphy and social and environmental
chjectives

On course

This target is carred forward in similar terms in
SR 2002 PSA Target 4.

9, Improve the anvironment and the sustainable
use of natural resources, including by reducing
greenhouse gas emissions by 12.5% from 1850
levels and moving towards a 20% reduction in CO2
ermissions by 2010, Uont target with DETR
[DEFRA])

On course

This target is carried forward in similar terms in
SR 2002 PSA Target 4,

10. Deliver a measurable improvement in the
business performance of Trade Partners UK
customers. (Joint targer with FCO)

On course

This target is camed forward in similar terms in
SR 2002 PSA Target 11.

11. Maintain the UK as the prime location in the ELU
for foreign direct investment. (Jont target with
FCO)

On course

This target is camed forward in similar terms in
SR 2002 PSA Target 11.

12. Achieve value for money improvements of
£.5% & year across the Departrmeant as measured
by a set of indicators,

On course

Ths target is camed forward in similar terms in
SR 2002 PSA Target 12.
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3 IMPROVING BUSINESS PERFORMANCE

introduction
PSA Targets 8 and 11
Plans for 2004-05
Achievements in 2003-04
Business Relations
E-Business

Winning Business in International Markets

Introduction

The challenge for the Department is to
“improve business performance to raise
competitiveness at home and abroad”.

31

The closure of the UK's productivity gap
with its major competitors (particularly
France, Germany and the USA) is central
to the DTI's Strategy and encouraging
and supporting successful business is
therefore an important function of the
Department. This involves engaging
effectively with key businesses and
business organisations to help them
improve their performance as well as
continuing to champion industry’s
legitimate interests and acting as a
credible voice for business within
Government.

The DTl also works with UK Trade &
Investment’ (formerly British Trade
International) to enhance the

competitiveness of companies in the UK.

UK Trade & Investment helps to build
international business opportunities for
companies in the UK through its global
network. Every year it helps thousands
of companies to take their first steps in
the world of international trade, to move
further up the ladder of international
business experience and, for overseas

Improving Service Delivery

World Class Communications

customers, to benefit from the strengths
of the UK economy.

PSA Targets 8 and 11

3.3

Some of the work carried out within this
business objective contributes to the
Department's PSA target 8 (SR2002)2, to
make the UK the best place in the world
for e-business, with an extensive and
competitive broadband market, and PSA
target 11 (SR2002)3, to deliver a
measurable improvemeant in the
business performance of UK Trade &
Investment's customers and maintain
the UK as the prime location in the EU
for foreign direct investment (a joint
target for the Department with FCO),

Plans for 2004-05

3.4

Evidence gathered during the DTI
reviews in 2001 showed that the DTI
needed to focus its business relations
activity on key companies and sectors
wheare it could make the most
difference, and that it needed to
rationalise and re-focus its business
support. During 2004-05 the DTI will
therefore consolidate the improvements
in the business relations activity
achieved over the last two yvears and will
further upgrade its capacity for analysis

1 Fufther informancn sbour UK Trage & Invesiment and Rs activities avaiable ai weww ukiradeinvest gov.ok!

2. Full text and tachnical note 81 v dtl pov.ubfaboutnsa/pss_target B hom

3: Full taxt ond tachrical nate o1 vy dtl gov uk/absutipsanes_ target_t 1 him
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of the issues facing each sector. The
Department is also exiting from existing
best practice support schemes and, in
April 2004, introducing a small number
of new Business Support products,
which will focus on the ways industry
can compete effectively in existing and
new markets.

The Department will improve the cost
effectiveness of business access to the
full range of Government and other
business support services and increase
the take up of these services, especially
by small businesses. The Department
will implement the Government strategy
for building the capacity for Small and
Medium Enterprise (SME) growth;
develop the strategic impact of the
Business Link brand and improve the
effectiveness of Business Link
Operators (BLOs). This will include
developing and refining the new
Businesslink.gov.uk websited, which
provides objective and authoritative
information and support to business, and
putting 20-30 new International Trade
Advisors in the front line.

To further develop a UK communications
infrastructure that helps UK firms to

HIGHLIGHTS OF 2003-04

4w, businessin gov uighdatg/sctipnhome
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compete more eftectively in domestic
and overseas markets, the Department
will implement the Broadband Britain
Action Plan, which aims to have the
most competitive and extensive
Broadband market within the G7, by
2005,

In addition, the mobile communications
market will be further developed,
including 3G and wireless internet, by
supporting the launch of new mobile
services and will move towards Digital
TV (DTV) switch-over by taking forward
the DTV action plan and its successor, so
as to release at least 112Mhz of
spectrum currently allocated to analogue
television services.

The DTI will continue to influence public
procurers to adopt a true "best value®
approach and encourage innovation in
procurement to deliver better
procurement outcomes for government
and business; to improve competition
and supplier diversity in public sector
procurement; and to address under-
representation of SMEs in the public
sector market place.

The Department will implement the
Better Regulation Task Force




(BRTF)/Small Business Council (SBC)
recommendations on SME's and public
sector procurement® including the
development of a Supplier Route to
Government web portal for advertising
public sector contract opportunities and
facilitate the engagement of DT
business and other stakeholders in
taking forward implementaticn of the
Office of Government Commerce (OGC)
Action Plan on Competition and Capacity
Planning in Public Procurements,

Achievements in 2003-04

Business relations

310 The DT works with individual

an

-

companies, business support
organisations and sectors to identify and
understand the key issues affecting UK
productivity, help industry improve its
performance and act as a credible voice
for business within Government. In
doing so, the Departrment works closely
with all its partners, especially in the
regions. Some examples are detailed
below.

INNOVATION AND GROWTH
TEAMS

The Department supported a number of
Innovation and Growth Teams (IGTs) for
a range of sectors. These are cross-
functional, time-limited teams, with a
broad membership drawn from industry,
Government and other major
stakeholders. This approach has been
very successful at looking strategically at
a specific sector of industry, including
identifying the key issues which will
shape the future of their industry and
how the UK can best respond to them.
Examples of the early outcomes are:
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Raport availalie at v sbs, gov ukicon bonysbe/sm e pubsect procunsment paf
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The Automotive IGT?, which was the
first to be set up and reported in 2002,
saw most of its recommendations
implemented during 2003, including the
launch of the Low Carbon Vehicie
Partnership, the Automotive Academy
and the Supply Chain Groups
programme.

The Chemicals IGT® resulted in a new
Chemistry Leadership Council being
established in 2003 to take forward the
recommendations from the |GT's report,
Groups have been set up by the Council
to look at issuas including: innovation
priorities and the establishment of a
Chemicals Innovation Centre; skills: and
a "Futures Group’ looking at sustainable
development, reputation and self-
regulation.

The Environmental Goods and Services
IGT? (which published its report in
MNovember 2002) set up an industry-led
Environmental Innovations Advisory
Group, which is currently taking forward
four strands of work to enable innovation
in the environmental sector,

The Aerospace IGT™ published its report
in June 2003 and began work on
implementing its recommendations.
Five working groups have been
established to dnve forward progress on
technology, process excellence, skills,
SoCio-economic environment, and
environment and safety issues. A well-
attended conference was held in
December 2003, at which the groups’
action plans were published.

The Bioscience |GT"" published its report
in November 2003, following which a
Bioscience Leadership Council is being
created to oversee the implementation
of the IGT recommendations and to
continue assessing the changing needs
of the sector.
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A new IGT for the Electronics sector'?
was launched in May 2003 and is
expected to report in mid 2004. The on-
going Software and Digital Content IGT"
is expected to report some deliverables
in April 2004. In the retail sector, a
similar body - the Retail Strategy
Group'* - is due to publish a final
strategy in March 2004,

In construction, the Strategic Forum's,
and the new Construction Research and
Innovation Strategy Panel (CRISP)
provide an ongoing strategy for
construction industry improvement.
CRISP'E published a list of innovation
priorities for the sector in Septermnber
2003.

CROSS-CUTTING ISSUES

The Department has identified a number
of cross-cutting issues which are of
concern to industry, but where others in
Whitehall or Europe have lead
responsibility, eg transport, planning,
health and safety, taxation, etc. The aim
has been to develop a strategic and long-
term approach to influencing these broad
policy areas for the benefit of UK
business. For example, in the area of
regulation, the DTl worked closely with
DEFRA (the lead department) in securing
a number of improvernents to the
proposals adopted by the European
Commission for a new industrial
chemicals regulation (known as REACH
— Registration, Evaluation and
Authorisation of Chemicals). These have
been aimed at ensuring that the REACH
regime Is an efficient, cost-etfective and
waorkable system for the protection of
human health and the environment and
maintains the competitiveness of the
chemical industry and downstream users.

320
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SECTOR COMPETITIVENESS

The Department has helped mobilise the
UK leisure marine industry, a growing
and high-value, high-export industry, to
gain a larger slice of the £4.5bn global
market for super-yachts. Superyacht UK,
a new industry-led initiative, was
launched by Jacqui Smith at the Monaco
boat show and will provide a headline
banner under which shipbuilders and
equipment suppliers can work together
to develop the industry and market
themselves, This sort of naticnal
initiative is welcomed by industry as
having a real effect on the future
competitiveness of a national industry.

The Department is making a significant
difference in developing mutually
beneficial relationships between UK
retailers and Whitehall: an action plan is
being agreed to increase the
competitiveness and productivity of the
retail sector.

The Department has been influential
with business in shaping much of the
Advisory Council for Aeronautics
Research in Europe (ACARE) Strategic
Research Agenda for Europe to meet
challenging competitiveness and society
goals for European aerospace by 2020.
The ACARE recommendations are
influential in shaping calls for EU
Framework programmes in aeronautics.

The Department has taken forward
various initiatives for the metals sectors
including a joint initiative with Yorkshire
Forward (the Regional Development
Agency (RDA)), working with
engineering and special metals
companies in the Yorkshire region,
through the National Metals Technology
Centre, NAMTEC, to identify the
opportunities open to them. The

12 Furthed dotails of the IGT and i activties availabie 51w B1gov uldindustneasisetronicaiegt, ktmi

13 Further detsils of the IGT ang 4 sctwities available a1 www.dilgov uldindustrosisoltwaraipartnarshios, imi
14 Further detaits of the IGT and s actwitsrs availabile 81w retsistrategygroup.ong.uk/

15 Furihar details avadable a1 wyw strategiciorum ong uk
16 Furshar details malabbs a1 wwessinesisp orguk
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a7

Department also organised a Steel 3.27 Through its knowledge of State Aids, the

Workshop following a Trade and Industry
Select Committee report into the UK
Steel Industry’”.

3.24 A successful Better Buildings Summit
was held on 21 October 2003. The
Sustainable Buildings Task Group'® was
subsequently set up to carry through
fallow-on work from the Summit on
future activities likely to affect the
construction industry and consider new
areas of interest. The Group is due to
report around Easter 2004,

MANUFACTURING ADVISORY
SERVICE

The Manufacturing Advisory Service
{MAS) has achieved impressive results
as a major source of support and advice,
particularly for smaller manufacturers,
during difficult times. Its popularity is
due to its practical, hands on approach,
using professionally qualified advisors.
So far the MAS has carried out over
4,500 diagnostic consultations. Over
1,000 firms have opted to carry out
further in-depth projects with MAS in
order to help drive up their productivity
and competitiveness. Latest figures
show that productivity has improved on
average by 27%, while the total added
value to UK firms that have used the
service since its launch in April 2002 is
approaching £30m.

INDIVIDUAL COMPANIES

The Department played a pivotal role in
seeing the Hawk 128 selected as the
UK's future Advanced Jet Trainer,
safeguarding the Hawk production line at
BAE Systems, Brough (c2,000 jobs) and
positioning BAE Systems well to win
further export success for the next
generation of this highly successful
aircraft.

3.28

3.29

3.30

Department was able to provide crucial
advice that contributed to Abbott’s {a
biotechnology company) decision to
invest in Dartford, in the UK rather than
in Ireland. They will invest £39m to
create 125 new high-skill jobs in a state
of the art, high technology facility in bio
manufacturing.

The Department's brigading of
diplomatic and political support, together
with funding from UK Trade &
Investment, enabled Amec to win the
Shell Bonga offshore oil project in
Nigeria against tough international
opposition. This was worth 3400m in
goods and services in the UK and
secured 4,000 jobs in the North East

of England.

DESIGN COUNCIL

The Design Council'® is an executive
MNon-Departmental Public Body (NDPB),
funded by Grant-in-Aid by the
Department. The Design Council's
mission is to inspire and enable the
wider and better use of design, a critical
component for productivity and
innovation, throughout the UK economy.

Through a series of demonstration
projects, the Design Council worked
with selected businesses to embed
design in their business processes and
to track the resulting improvements in
business performance. Preliminary
results are encouraging with participating
companies reporting a range of benefits
flowing from the use of design. These
benefits range from increased new
business, product diversification and
brand differentiation, improved product
development processes and increased
added value. In addition, the Design
Council worked with a University
Technology Transter Office to
demonstrate how, by using design, new

17 Aepoet 8t wanwpubcanons. parkament. uipajcrn2 00303 criselecticmtrdind /1 1030110302 him
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19 Detaiks of the Dasign Council and s activitios can ba Tound st wwsw designoouncil ong uk!
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technologies could be more rapidly
turned into customer-focused products.

in 2003, under a new Chief Executive,
the Design Council developed a new
Corporate Plan, setting out a new
strategic direction, which is closely
aligned to the DTl's Innovation Report,
particularly in the areas of Knowledge
Transfer, Commercialising Technology
and improving Public Services.

E-Business

Business.gov

3.32

Business.gov?® was completed on time,
and on budget, bringing the Small

Business Service (SBS), the Department,

the Inland Revenue (IR}, HM Custems
and Excise (HMCE), Companies House
(CH}) and OGDs together online for
business customers.

UK online

3.33

3.34

The UK online for business website had
over 154,000 unigue users with over
30,000 registered users. The Economist
Intelligence Unit described UK online for
business as one of the world’s strongest
and most innovative government
projects supporting e-business. From
next year, it will be integrated into the
new business support products to help
Improve access to best business
practice.

UK online for business has agreed and
finalised eight action plans with key
partners (e.g. BT, HF Cisco, Microsoft,
IBM, Oracle, Sage and RBS), supported
over 500 SME events, generated over
£1.3m in channel partner marketing
activities, and improved its coverage of
security issues. UK Online for business’s
security content, which offers practical
advice and help to combat information
security threats, went live at the end of
February 2003,

20w busnessink gov uk
21 wnaned ukiradeinvist gov sk

Winning Business in
International Markets

Identifying markets overseas

3.35

3.36

3.37

3.38

UK Trade & Investment staff overseas
use their local contacts and experience
to prepare customised reports for UK
companies. This service is now maving
on-ine. Over the last two years, Online
Market Introduction Service (OMIS) has
been introduced in 23 countries. It has
placed over 2,000 orders for services.
Customers can order directly and pay on-
line. Customer feedback shows OMIS is
good value for money and easy to use
and plans are underway to make OMIS
available worldwide in 2004,

UK Trade & Investment continues 1o
provide relevant information to UK
companies wanting to do business
overseas through its public website?!,
Ohwer 24,000 UK businesses have
registered to receive e-mail notifications
of opportunities identified by posts
overseas. In 2004, UK Trade &
Investment will put in place a customer
relationship management system that
will provide a high standard of electronic
service delivery, and which can share
information throughout its UK and
overseas network on specific customers’
capabilities and needs,

In order to simplify the trade support it
offers, UK Trade & Investment has
begun the process of rationalising its
trade services and focusing support
where it adds most value, particularly for
SMEs, with the aim of simplifying the
portfolio of services to around five basic
products.

Trade fairs overseas rernain an important
trade opportunity for thousands of
companies. In 2003 UK Trade &
Investment changed its " Support for
Exhibitions and Seminars Abroad”
scheme, to ensure that the events
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Figure 3.1: Mumber of firms supported in trade fairs, missions and seminars

Trade Fairs 7.604 B.592 B.000 B.000 8.000

Dwverseas Seminars 306 406 450 400 400
Qutward Missions Z B56 2,000 4,445

Vartical Missions 1,700 1,700
Horizontal Missions 1,784 w b
Inward Missions {number of visitors) 497 G0 550 € <
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chosen support industries’ global clients in their search for UK partners.
sectoral strategies, and offer greater Successes include an American company
flexibility to companies whao wish to seeking to identify a partner to collaborate
travel 1o particular events either on the use of proteomics for the early
individually or as part of a small group. detection of cancer, and an lsraeli
General promotional activity has been company looking to find a partner to scale
stopped and advertising particular its prototype to clean-up pollutants.

overseas markets to UK companies is
now concentrated on countries where
there are particular sectoral opportunities
of interest to UK firms and trade and
industry associations.

3.41 The Global Entrepreneurs programme
went live in January 2003. This aims to
attract entrepreneurs in high tech sectors
to invest in the UK. It is initially focused
on the USA and is unique in providing
access to successful UK entrepreneurs

'YOUR PASSPORT TO EXPORT who act as deal-makers within their areas

SUCCESS’ of expertise such as lite sciences and

technology, and who bring credibility,

experience and networks of contacts to
their US partners. Successful
introductions include the matching of an

American entreprenaur, venture capital

and a UK company with a rnich patent

portfolio that was facing closure and the
loss of its valuable intellectual property
and 110 staff,

339 UK Trade & Investment’s flagship trade
development programme has had a
powerful impact on company behaviour
and has increased knowledge of, and
confidence in, approaching global
markets. 450 companies have
completed the Passport programme,
over 2,500 plan to, and more are being
recruited all the time.

INWARD INVESTMENT

3.42 In 2002-0322 UK Trade & Investment
recorded 709 investment projects from
overseas, generating 34,000 new jobs in
the UK. Of these projects, UK Trade &
Investment played a major role in 114
decisions creating and/or safeguarding

GLOBAL PARTNERSHIPS

3.40 The UK's Global Partnerships service was
set up to meet the growing demand from
companies looking for partners in the UK
market. Since it started in March 2003,
UK Trade & Investment has helped 92

23 Figures for 2003-04 will ba published in July 2004
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Figure 3.2: Inward investment cases and effect on jobs

Invest-UK

Number of active cases 604 1,115 1,103 1,147
Mumber of inward investment decisions in which

Invest-UK was significantly involved 145 245 165 114
mmber of new jobs created 15518 15,8976 4,329 4 467
Number of ;Ehs safeguarded 6,704 6,589 1252 2,884
National Figl.Trl;B

Mumber of inward investment decisions 757 885 B40 709
Number of new jobs created 52,783 71,481 35,149 34,396
Mumber of jobs safeguarded 81,411 52,358 24,066 13,915

over 7,300 jobs. These projects had a
beneticial impact on the supply chain in
the UK and helped spread best practice
and innovation, Investment from the
USA and Canada continued steadily
while investment from markets in

Figure 3.3:

Trade Development and Promotion
of which

€ million)

Asia Pacific and Europe has increased,
particularly in areas where UK Trade

& Investment staffing has been
reinforced or where it has proactively
marketed the UK.

UK Trade & Investment Programme Expenditure: Major Programmes

59.7 74.8 80.0 76.0 78.3

Suppor for exhibitions and seminars abroad 195 219 21.9 17.9 17.9
Passport 21 36 s 5.0 5.0
International Trade Advisors B5 10.0 1.5 13.0 14.5
Overseas Projects Fund 29 2.7 2.5 2.3 0.7
Sector Support in Markets® n'a 140 14.0 140 14.0
Outward Missions 21 2.2 22 22 23
Export Promaotars 3.0 26 26 28 29
bales Lead Service 1.8 i o 0.7 0 0
Income 2.1 09 -1.5 1.1 1.1
Inward Investment

of which 16.7 21.0 22.4 23.0 230

Grants 10 Regional Development Agencies

11.8 13.0 128 13.2 13.2

Promotional expenditure

4.9 1.7 85 a8 98

Mote

Thas i3 nat & comprebenseve st of o8 UK Trade & breessmae funded progiemenas, Bul Includes the mmain amas of spand only,
LK Tracks B Irveestmany's e brvastrnont Group's proenatend] dpnd bl Mehulog pll Apend on prommi tanel B naiudng e Globsl Patoerstips Scheme and
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Business Link Local Network Market Penetration 2002-03

b T

T Businesses assistad il Penstration rate (%)

Improving Service Delivery

BUSINESS SUPPORT

The first four of the DTI's new business
support products, directed primarily at
SMEs, were launched in April and June
2003. These new products are: Grants
for Research and Development;
Knowledge Transfer Partnerships; the
Small Firms Loan Guarantee; and Grants
for Investigating an Innovative Idea.

The Department launched a new web-
based Business Support Directory on the
businesslink.gov.uk website?? to help
both customers and delivery partners to
identify the most appropnate product for
their business needs. This Directory
holds information on all of the
Department’s new business support
products, as well as existing schemes
and key offerings available from RDAs
and other Government departments.

Five more business support products will
be launched from April 2004 and the
nine products then live will replace the
100 plus schemes that the Department
has been operating. All the “old”
schemes are being closed as quickly as
possible, consistent with meeting past
commitments. The new products will be

lﬂ e buinosshink gov.uk

3.48

more effective and delivered in a much
maore customer-friendly way than the old
schemes, and the Department has put in
place systems to monitor and evaluate
their performance much more rigorously,
to ensure they are delivering good
outcomes for customers.

BUSINESS LINK

Work on the Business Link Brand has
been completed and the Business Link
Transformation Programme commenced
in September 2003, with the
appointment of the Programme Director
and Programme Manager. The inaugural
Programme Board, which has been
drawn from across Government, was
held on 13 January 2004.

The Business Link Operators' (BLOs")
targets for the end of 2003-04 were
22% for the improved market
penetration measure (for all customers:
existing businesses and pre-starts) and
87% for customer satisfaction. At the
end of the third quarter market
penetration had risen to 26.7%. That
significantly exceeded the annual target
with the prospect of further increases.
The customer satisfaction survey results
for October to December 2003 were
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86.4%, marginally below the annual
target for 2003-04. The BLO Delivery
Plans will include further stretching
targets for 2004-05,

The Small Business Service (SBS) has
completed negotiations with three RDAs
to manage BLOs on its behalf as part of
a pilot due to end in March 2005. An
initial evaluation of the lessons learned
so far in pilot and non-pilot regions was
carried out in January 2004. SBS is also
in discussion with regional partners in
non-pilot regions about their plans for
strategic management of business
support genernally ({including
mangement of the BLO network) from
April 2005 onwards.

BUILDING THE CAPABILITY FOR
SME GROWTH

In January 2004 the SBS published a
strategy for building the capability for
SME growth# as part of the
Government's action plan for small
business. The focus is now on
implementation of the strategy, which
will be taken forward in collaboration
with OGDs including DfES and HMT.
Among the solutions required by SMEs,
and which need to be available through
Business Link, are innovation and
technology transfer skills, in particular
leadership and management.

PROCUREMENT

SBS worked with the OGC to secure a
pasitive response 1o the BRTF/SBC
report on procuremeant. Two pilot
schemes have been launched to identify
ways of helping small businesses secure
improved access to Government
contracts. The pilots are operating in the
West Midlands and Haringey, North
London, and will run until spring 2005,

24 Avwilable at mvshs.mu.ummw-wuagwmmmpdi
2B Fuither details at viesw. digitattetovaion goy ukjpcn/Tigial TV _ActianPlan pd
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BEROADBAND

The Department is on target to make
broadband telecommunications services
available to every community in the UK
by the end of 2005. Broadband is already
available to over B0% of households
and, by the end of 2003, more than
three million had already subscribed.

A project led by the Department has
established a Regional Aggregation Body
(RAB) in each of the English regions. The
RABs will ensure that the £1bn that the
public sector will spend on broadband to
improve public services {e.g. in schools,
the National Health Service (NHS) and
the criminal justice system) will be value
for money. It will also help to extend
broadband for businesses and
COnsumers.

Good progress has been made towards
the Department’s PSA target for the

LUK to have the most extensive and
competitive broadband market in the
G7 by 2005. By the end of 2003, the UK
had moved up to 3rd most competitive
and 3rd equal most extensive within

the G7 countries.

DIGITAL TV

Without Government taking a lead with
the DTV project there would be no
question of Ministers being in a position
to decide by the end of 2004 whether
to go ahead with analogue switch-off.
The Department initiated the Digital
Television Action Plan?® and brought
together broadcasters and
manufacturers to work constructively
on how and when switchover can
happen. Through its relationship with key
players (BEC, ITV, Channel 4, BSkyB,
Sony, Panasonic, Pace, Snell & Wilcox)
the Department ensures that these
companies are wholly engaged with the
switchover and are developing cutting
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Innovation Review

Mew Business Support Products

Existing Programmes

Strengthening Exploitation of Investment in the Science Base
Technical Infrastructure

Introduction

The challenge for the Department is to
“promote effective transfer of knowledge

science base, and the overall innovation
performance of the UK economy.

to improve UK innovation performance and Plans for 2004-05

accelerate business exploitation of science
and new and existing technologies”.

41 To achieve a step change in the
innovation performance of the UK
economy, the Department undertook
a review of policies that impact on
innovation — the Innovation Report!.
This complemented the HMT review of
UK business-university collaboration =
the Lambert Review.

4.2 The Innovation Report made clear the
nead tor effective cross-Government
action. The Prime Minister then asked
the Secretary of State to chair a
Ministerial team to lead the innovation
agenda across Government and drive

forward the Report's implementation.

PSA Target 2

4.3 All of the work carried out within this
business objective contributes to the
Department's PSA target 2 (SR2002)2,
to improve the relative international
performance of the UK's science and
engineering base, the exploitation of the

Avilnbie a1 www, ot gov, ulinnaationreporingeas hirm

dn Ll Bl —a

Full details of the Paien Office and iis sctivities at WA DTENT gt Lk
Fill detaits of the NWRL and itn activties at wwns:rwmil Qo uk

Full tant @i techrical moile at wesvea o thimmmﬂ_Tam_:} bt

4.4

45

In line with the Innovation Report, the
Department will develop and implement
a Technology Strategy and establish a
Technology Strategy Board. The
Technalogy Programme will be
implemented and new business support
products and activity will be introduced
to encourage innovative Government
procurement and to help stimulate
business demand for research and
development.

Through UK institutions such as the
Patent Office®, National Physical
Laboratory (NPL) and Mational Weights
and Measures Laboratory (NWMLJ, the
Departrment will continue to provide the
infrastructure that minimises the costs
and increases the effectiveness of
disseminating new or better
technologies. The Department will also
continue to work with Higher Education
Institutes (HE!s) and Public Sector
Research Institutes to facilitate the
transfer of research into commercially
viable projects.




Performance in 2003-04

HIGHLIGHTS OF 2003-04
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Innovation Review

46 The Department recognised that there

was a need for a step change in
innovation performance if UK
productivity was to rise, and during 2003
carried out a review of the Government's
policies which impact on innovation and
the UK's innovation performance. A
Report of the findings was published in
December 20035, Simultaneous planning
and preparation during 2003-04 will
ensure a speedy implementation of the
Report's main actions.

THE TECHNOLOGY STRATEGY

The recent Innovation Report highlighted
that the DTl should take the lead role in
innovation support to business by
developing and implementing a
Technology Strategy and Programme.
The Technology Strategy will identify
technology priorities critical to the
growth of the UK economy, matching
business needs with what science has
to offer. A Technology Strategy Board,
consisting mainly of senior business
representatives, will formulate it.

Businesses and other appropriate
organisations will provide input to assist
in the development of the Strategy
through industrial associations, networks
and groups such as the Confederation of

f- aenilabds an s b gov uiinrovationaapotinds mm
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British Industry (CBI), EEF, Information
Age Partnership and DTI spansored
Innovation and Growth Teams.

Government and its agencies will be
able to use the Strategy to steer
investment in UK R&D programmes and
help influence the European agenda.
The eftectiveness of funding will be
improved due to this greater focus.

The strategy will also inform the future
development of innovative public
procurement, technical regulation,
measurement and product standards —
all of which are paolicy levers available to
stimulate innovation,

The Technology Programmee is the
combination of business support
products and information that the DTI
are offering business in response to the
Technology Strategy. The Technology
Strateqgy and Programme will be
implemented in phases during 2004,
with calls to business to submit
applications for funding in April and
QOctober.

New Business Support Products

4.11

The Department’s Business Support
Transformation Programme has replaced
mare than 100 busingss support
products with just 10 new ones, some
of which build on the best elements of
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existing programmes, whilst others are funding will be divided into two strands;
completely new, The first products were a new network of Micro and

introduced during 2003-04, and the rest Manotechnology facilities (E40m) and
will be introduced in early 20046, collaborative R&D (£50m).

412 Two of the new Business Support 415 To develop manufacturing capability in
praducts directly contribute to improving the MNT and the UK capabilities in the
knowledge transfer and collectively underlying technologies required for
deliver the Technology Programme. product development in MNT, a Micro

and Nanotechnology Facilities Network®

Existing Programmes has been established, A formal group of

Regional Development Agencies’
(RDAs') and Devolved Administrations’
representatives has been appointed to
manage the network. The first round of
bids for support closed in December
2003 and 35 expressions of interest
were received.

413 The new Business Support products that
are being introduced build on the
successful elements of a number of
existing collaborative and knowledge
transfer programmes, eg LINK
Collaborative Research’ and Faraday
Partnerships. These have made
significant contributions to Improving
innovation in business, and the
collaboration between business and the

KNOWLEDGE TRANSFER
PARTNERSHIPS

research base, The Department has 416 Knowledge Transfer Partnerships
carefully managed the withdrawal from succeeded TCS (formerly the Teaching
existing programmes, honouring financial Company Scheme) in September 2003.
commitments, to enable the introduction It builds on TCS but now enables people
of the Technology Programme and new qualified at National Vocational
business support products during Qualification (NVQ) 4 level to undertake
2004-05. projects in firms with the backing of a
Further Education college and provides
NANOTECHNOLOGY more flexibility with the project

414 The Micro and Manotechnologies (MNT) gstales

programme was announced in July 2003 417 In January 2004 there were a total of

and is the first priority recognised under 899 Partnerships, of which 65 had been
the Technology Strategy. The agreed designated under the new rules.
injection of £80m over the next six years Knowledge Transfer Partnerships are
will help industry to harness the available UK-wide: the DTI leads their
commercial opportunities offered by delivery on behalf of other sponsars
these emargent technologies. This including five OGDs and five Research
3 3 TN ; :
Nao. of current projects 940 940 940 1.000
No. of prajects with some DT funding 622 622 622 630
% of approved projects with DT1 funding involving SMEs 90 80 80 75
DTI spend (€ million) 16.7 18.3 18.03 18.0

Total Government spend (£ million) 24.4 25.2 252 27.0

i Further damils of the new business suppon products can be found in Chagiers 3. 8 gnd 12
1 Furthier detils on LINK Collabortive Reaaarch in Chapror 10

B Furthes datads 81 weaw mecoendnanotech inla
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4.19

Councils, that each provide funding for
projects in their fields of interest.

FORESIGHT

The Faresight programmae?® has been
revised regularly to ensure that it is
positioned to meet new challenges.
Bringing together key people, knowledge
and ideas to look beyond normal
planning honzons the programme has
helped to realise and identify potential
opportunities from emerging science and
technologies. A significant proportion of
the work of Foresight has directly fed in
to the early stages of developing the
Technology Strategy.

FARADAY PARTNERSHIPS

Faraday Partnerships are managed
networks that enable businesses and
researchers to work together to exploit
research in specific fields of technology
leading to new products and processes.
The 24 established Partnerships’® now
manage research portfolios totalling over
E£100m involving over 1,700 firms and
nearly 400 University research teams.

DTI GLOBAL WATCH SERVICE

The DTI's Global Watch service (formerly
known as the International Technology
Service) enables UK firms to acquire
knowledge of technological
developments from leading countries
around the world. Over 80,000
technology related searches are carried
out on the website!' each month. Two
magazines are produced; to enable UK
firms to learn about technology
developments and best practice around
the world; and to enable overseas firms
to learn about latest developments in UK
apphed science and technology, The 18
International Technology Promoters

4: Knowledge Transfer and Innovatlan THADE AND INOUSTEY 2004

facilitate overseas technology brokering
for about 500 UK firms annually.

EUROFEAN RESEARCH AREA AND
FRAMEWORK PROGRAMME 6

4.21 The Innovation Report identified the

need to tap into the global knowledge
base and increase UK business’
participation in EU and pan-European
programmes. The Department has
therefore been improving the promotion
and advisory services to help UK
organisations access the EU's
Framewaork Programme 612,

EUREKA!

Eureka! is a pan-European initiative to
stimulate collaborative industrially-driven
R&D projects to develop advanced
products, processing or services. In
recent years the DTl has spent just over
£2m per year on Eureka! In the 12
months to June 2003 a total of 31
proposals involving UK organisations
were endorsed as Eureka projects, Of
these 17 projects, involving 37
organisations, received DTI funding.

Strengthening exploitation of
investment in the science base

4.23

HIGHER EDUCATION
INNOVATION FUND

The call for proposals for the Higher
Education Innovation Fund (HEIF} Round
2 (HEIF 2} was launched in December
2003, with a deadline for bids of 25
February 2004. This fund, worth £187m
over two years, will incorporate funding
praviously allocated to University
Challenge and Science Enterprise
Challenge in order that support is
provided for knowledge transfer through
a single stream of funding.

8 Moee detsl an the Fosesight programeme and the other 05T wark s detaded in Chagter 10
10 Further degsils 31w faradavpartnassips org. uk
11 wvewr globalwaichonine com

12 Funher detads on the EL'S Framswook Programme can be found in Chapter 10
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PUBLIC SECTOR RESEARCH
EXPLOITATION FUND

The cutcome of the Second Round of
the Public Sector Research Exploitation
{PSRE) Fund was announced on 19
January 2004 with funding of £15m
being drawn down from April 2004, This
fund will provide support for knowledge
transfer activities in public sector
research establishments. Funding will be
available for up to three years.

METRICS

0ST's knowledge transfer activities have
been assessed against a basket of
indicators including number of licensing
agreements, patents and spin-out
companies. Latest data available, for the
academic year 2001-0213, shows
continuing improvement in HE-business
interactions by almost every indicator.
Work has now started on developing
metrics, including business perception of
HE! knowledge transfer, for the period
from April 2005 to March 2008.

CAMBRIDGE MIT INSTITUTE

The pioneering partnership between the
University of Cambridge and the
Massachusetts Institute of Technology
(MIT) is funded by OST. The objective is
to improve competitiveness, productivity
and entrepreneurship in the UK by
enhancing knowledge exchange
between universities and industry.

Four Knowledge Integration
Communities (KICs) bring together
academics, students and industrialists to
take an idea from conception 1o
commercial product in industry sectors
where value added can be captured in
the UK. For example, Silent Aircraft KIC
aims to design an aircraft that will be
functionally silent outside the airport
perirmeter.

Technical Infrastructure

4.29

4.30

4.31

13 Further detais in Chapler 3 and o wehaton. sz uk/Pubnhelcal2004/04 07/
14 Furthar dotsls at v nasl inlkad

BRITISH NATIONAL SPACE
CENTRE

In July 2003 the European Space Agency
(ESA) placed parallel contracts for
construction of the first test and
demonstration satellite for the European
Galileo satellite navigation and
positioning system. The UK has
important roles in both activities that
provide strong applied R&D that are
challenging to this sector.

Following consultation, a new UK Space
Strategy for 2003-06 and beyond was
published on 16 December 2003. Its
wvision is that the UK will be the most
developed user of space-based systems
in Europe-for science, enterprise and
environment, and that UK citizens will
F:Jr:wi::ls and exploit the advanced space-
based systems and services which will
stimulate innovation in the knowledge-
driven society.

In December 2003 the UK-led Beagle I
lander successfully separated from ESA's
Mars Express on its mission to the Red
Planet. However, contact with the lander
was lost and an ESA inquiry board has
been established. This was a very
ambitious mission with high risks during
which much scientific and engineering
knowledge has been gained for the
future. Beagle was the most efficient
planetary lander ever produced and has
resulted in significant advances in
miniaturisation, spectroscopy and
parachute technology.

NATIONAL STANDARDISATION
STRATEGIC FRAMEWORK

The National Standardisation Strategic
Framework'# (NSSF) was launched on

6 October 2003. Several implementation
projects have begun, with some already
concluded. The first annual report will be
published in April 2004. The Innovation

T L S
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Introduction

The challenge for the Department is to
“place empowered and protected
consumers at the heart of an effective
competition regime”.

51 A strong competition policy is one of 5.3
the five key drivers of productivity and,
because it is empowered consumers
who drnive competition and encourage
business innovation, it is now
increasingly recognised that this needs
to be complemented by an effective
consumer policy. Consumer policy also
increases social justice as the
Government works 1o ensure a fair deal
for consumers, including the vulnerable.
The DTl's aim is therefore to work for
open and fair markets and confident
consumers and business. It will do this
by modernising the legislative
framework, including by deregulating
and self-regulation where appropriate, by
empowernng consumers, and by helping
the market work effectively through 54
petter enforcement and promoting
competition,

52 The Department works closely with a
wide range of stakeholders across the

Furthie details sbout 1he OFT and s acthitinen can ba found at v oft.pov ek
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public, private and voluntary sections,
including the OFT!, the Competition
Commission?, business representatives,
consumer bodies, Citizens Advice
Bureaux and Trading Standards
Departments.

Evidence suggests the UK has
significantly improved its competition
regime. Historically (pre 1998) the UK
has tended to be viewed as weak on
competition policy. Deadweight welfare
loss of monopoly is about 1% of GDF,
and cartels alone lead to an average
increase in prices of 10%, However, as
a result of recent reforms, the UK is
now perceived to operate an effective
competition regime. The Government's
last review of regimes by competition
experts in April 20012 places the UK
third, behind Germany and the USA, and
the weaknesses identified by the peer
reviewers have now been addressed

in the Enterprise Act 2002,

The October 2003 international
comparative survey on consumer policy*
showed that there is further to go. In
particular, the Department needs to
further empower consumers, improve

Furthae details sbout the Cormpetition Commission and it BOTVTies can B Tount BT s Compatitan-0o mamiesion ong.ul
Further details of the review ot wees dii gov uliccpiiopicaBipd 2 pearmeviow. pi




enforcement and redress, and tackle the
gaps, overlaps and complexity of the
UK's legislative framework, and the
costs they impose on both business and
consurners. For all markets in the UK, an
OFT survey estimates the cost 1o
consumers from rectifying and dealing
with complaints to be £8.3bn per
annum.

PSA Target 3

55

This Objective is the same as the
Department’s PSA target 3 (SR2002)5,
ta have among the best consumer
protection and empowerment and
cormpetition regimes in the world.

Plans for 2004-05

56

‘Full toct and technical note st wwww.dil.gov ulkiaboutfpsadiea_tamgeat_3 him

The Department will continue to work
closely with the competition authorities
and economic regulators to tackle
dystunctional markets in the UK whilst
promoting a proactive competition
approach in the EU. The overhaul of
Consumer Credit laws promised in
December 2003's White Paper® will be
implemented and the DTl will continue
to lead the EU debate on consumer and
competition policy. It will also publish
and implement a new Consumer
Strategy, and will launch the new
telephone and online consumer advice

HIGHLIGHTS OF 2003-04

57
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service, Consumer Direct, in four
pathfinder regions and nations in the
summer. Weights and measures
legislation will also be simplified and
consolidated.

The potential benefits of these plans are
clear, For example, proposed reforms to
the consumer credit regime could lead
to a saving per household of £400 if
people switched to the cheapest
available deals, while the pilots for
Consumer Direct suggest an average
benetit to each consumer of over £100
for a call handling cost of £10. Much of
the Department’s work will be of
particular benefit to the socially excluded
and vulnerable: for example work in
funding two “loan shark hunter” pilots,
tackling the anti social use of fireworks,
and, on behalf of the Government, in
support for the Citizens Advice Service
in England, Wales and Scotland.

Achievements in 2003-04

Consumer Strategy

58 The Department published a study,

“Comparative report on consumer policy
regimes "7 in October 2003. The report
compared the consumer regimes in the
UK and nine OECD countries to establish

Full dotasls, inchuging thi YWhites Pagar o st gov ukieopitopics |pdt ] forodawn. pof
Furiher ditails and the consultation docurnent avadable 01 www dti govauki/eepfiopics pd! Visenchmain, pdf
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5.9

2.10

where the UK needs to improve to
match the levels of the best by 2006.

The report concluded that the UK policy
framework was an a par with the best in
terms of consumer nights with regard to
sale of goods and services; access 10
justice (for exampie through small claims
court procedures in England and Wales);
maintaining product safety; providing
consumer advice; sponsoring consumer
advocacy at the policy-making level; and
investigating markets that are not
working well for consumers. However, it
found that the UK appears to be behind
the best in respect of its legal
framework (for consumers), which is not
as wide reaching as some others’; its
enfarcement arrangements, which are
fragmented; the use of market
intelligence; and the provision of advice
about suitable traders.

The Department is now taking the
conclusions of the study forward through
the Consumer Strategy project. The
project team is looking at the rationale
and evidence for consumer policy,
empowerment, legislative framework,
redress and enforcement. The aim is to
publish a new consumer strategy in the
autumn of 2004,

New mergers, consumer and
competition regime

211

ENTERPRISE ACT 2002

The substantive consumer and
competition provisions of the Enterprise
Act 20028 came into force on 20 June
2003. The Act strengthens the UK's
competition law framework, and
includes replacing the office of Director
General of Fair Trading with a new
statutory authority, taking political
considerations out of competition
decisions; more transparent and
accountable decision-making by the

8 Full text availatin b1 waw hmao,goy whiactaiacts2 00 220020040 hitrmn
& Full et avaliable 01 wrw kapslaton hmiso. pov ukiectelacts 2003/2003002 1 hirn
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competition authorities; and stronger
sanctions.

In addition the Enterprise Act 2002
contains measures to both empower and
protect consumers. The measures
include a power that enables the OFT to
formally approve Codes of Practice
which must meet a criteria set by it. This
ensures that Codes in a wide range of
market sectors deliver solutions over and
above those available in law, thereby
preventing practices that have
detrimental effects on consumers,

The Act also strengthens consurner
protection by providing enforcers with
strengthened powers to obtain court
orders against businesses that do not
comply with their legal obligations to
consumers. It also empowers
designated consumer bodies to make
“super-complaints” to the OFT where
they feel that any feature of a market in
the UK for goods or services appears to
be significantly harming consumers,

COMMUNICATIONS ACT 2003

The Communications Act 20032 builds
on the Enterprise Act 2002 by including
media public interest considerations in
mergers involving newspaper and
broadcasting enterprises. For
newspapers these new considerations
relate to the need for accurate
presentation of news, free expression of
opinion and a sufficient plurality of views
in newspapers. These newspaper public
interest considerations replace the
special newspaper scheme of the Fair
Trading Act, enabling all newspaper
mergers 1o proceed without the prior
consent of the Secretary of State, just
like all other mergers.




Consumer credit

515

5.16

517

CONSUMER CREDIT ACT REVIEW

The Department published its Consumer
Credit White Paper, " Fair, Clear and
Competitive: The Consurmer Credit
Market in the 21st Century” 9 on

B December 2003, This concludes the
Consumer Credit Review launched in
July 2001, and sets out proposals for the
reform of the legislation governing
consumer credit. These are designed to
ensure that consumers have the quality
and quantity of information that they
need to enable them to make informed
decisions; to create a fair framewaork for
consumer credit — eliminating the rogue
lenders and unfair lending practices from
the marketplace; and to tackle the
problem of over-indebtedness.

The White Paper confirms the
Department’s intention to take forward
reforms to increase transparency by way
of secondary legislation from October
2004. Other reforms will require primary
legislation, which will be brought forward
when Parliamentary time permits.

OVER-INDEBTEDMNESS

The White Paper also set out
recommendations to minimise the
number of consumers who become
over-indebted, and improve the support
and processes for those who have fallen
into debt. A cross-departmental
Ministerial Group, co-chaired by the DTI
and DWF. has been set up to oversee
the development, co-ordination and
implermentation of these
recommendations and those of the Task
Force on Tackling Over-indebtedness’!.
It will be supported by an Advisory
Group consisting of members from
Consumer groups, other voluntary
organisations, the credit industry,
regulators and representatives from
academia. The Ministerial Group will
publish a strategy in spring 2004, and

518

519
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will input into other initiatives as
appropriate, including HMT's Child
Poverty work'? and the Financial
Services Authority’s (FSA) work on
developing financial capability'3.

Work is also underway to join up various
free debt-advice services, including
National Debtline'® which is part-funded
by the Department, to ensure the best
possible service for consumers with
debt problems. This will be developed
alongside Consumer Direct, the funding
of Citizens Advice and the Legal Service
Commission’s unified legal advice
telephone service.

EUROPEAN COMMISSION
CONSUMER CREDIT DIRECTIVE

In September 2002 the European
Commission published its proposal for a
revised Consumer Credit Directive. The
Department has developed the UK
position through a series of focus groups
with industry and consumer bodies and
is working closely with members of the
European Parliament and through the
Council to try and ensure that the UK is
able to take full advantage of its position
at the heart of the EU credit market, of
which the UK has a 40% market share.
The Department’s aim is to tackle the
real barriers to a single market in
consumer credit and provide an
appropriate level of consumer protection.

Consumer advice

520 Consumer advice needs 1o give people

the right help, at the right time, in a way
that best meets their needs so they
become empowered, confident
consumers. The Department is working
in partnership with other agencies
towards achieving this vision, and by
2007 will have in place services that will
provide consumers with access to
quality assured advice and information
by phone, online and face to face.

10 Ful details, inclsding the White Paper a1 www bt gov uldoop/opecs | fodt 1 icredteg, pe|
11 Further details 8t wne.dth pov, ukiocp/iopss | fovenndebtednessa im
T2 Furthar datails a1 wwnw.hm-troasury, gov ukfiopicsfropics_tamityhopécs_famedy_chidnovedty.oim
13 Further details ai www tradingstandards gov.ukfyconsumersfsal m
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5.24

CONSUMER DIRECT

Consumer Direct, the new telephone
and online consumer advice and
information service, will, for the first
time, provide consumers with access to
clear, practical advice through a single
national telephone number. Its aim is to
give consumers the knowledge, tools
and confidence to be able 1o resolve
matters themselves, but where further
help is needed it will serve as a gateway
to other services linked together through
Consumer Support Networks [CSNs).

Consumer Direct will be the first point of
call for consumers, and will provide first
tier advice on a range of consumer
matters, including advice before
shopping, information on consumer
rights and guidance on individual
problems and how to gain redress,

The service does not replace existing
consumer advice services, but works
with them. By providing first tier advice
it allows them to focus their resources
and expertise on those they are best
placed to help.

The service is to be launched in the
summer of 2004 in four pathfinder
regions and nations, the South West,
Yorkshire and the Humber, Scotland and
Wales, The second phase of nationwide
rollout is planned for spring of 2005,
once lessons from the pathfinders have
been taken on board. The service will be
operating nationally by spring 2007.

CONSUMER SUPPORT
NETWORKS

The CSN programme’s brings together
local Trading Standards offices, Citizens
Advice Bureaux and other providers of
consumer advice and information to
Improve consumer access to help and
advice, CSNs will complement
Consumer Direct by providing a route for
the seamless referral of complex cases

16 Full details of the TS pvailabie g Wl CInConnect. aig. uky
18 Furthar deteds about thir Framework svaiatis 51 wasnedil fo ukicenfopees fpat 1 npho2 pal
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and signposting consumers to face-to-
face advice providers.

CSMs become fully registered by
implementing development plans and
pursuing projects that meet the needs of
local consumers, particularly those from
vulnerable groups. The Department’s
target is to achieve 100% population
coverage before the end of 2004 and it
15 on track to achieve this.

PERFORMANCE FRAMEWORK
FOR TRADING STANDARDS

In June 2003, the Department issued
performance measures for the Trading
Standards service. Thase measures
were developed in consultation with
Trading Standards and other
stakeholders and are part of the National
Performance Framework for Trading
Standards introduced in April 200216, The
Framework supports a modernised
trading standards service, recognising
the need for local flexibility and balances
prionties between educating consurmers,
educating business and ensuring a fair
and safe trading environment. The
performance measures will help to drive
service improvement, helping the
service link into corporate objectives
and highlight their contribution to local
prionties and will be underpinned by a
system of peer review which will
contribute to benchmarking, self-
assessment and continuous
improvernent.

CAR SERVICING AND REPAIR

The Department has worked with
leading businesses and representative
bodies from the car servicing and repair
sector to secure the industry’s
commitment to introducing a new code
of practice. A joint application by the
Retail Motor Industry Federation and the
Scottish Motor Trade Association was
filed for OFT approval in summer 2003,

|




Full approval and public launch is
anticipated in 2004, when the OFT is
satisfied that the code is working.

5.28 The code, which will be open to all
garages, will require participants to
deliver acceptable levels of customer
sarvice, and address the areas of
consumer detriment already identified by
the OFT. Initial membership is expected
to be around 9,000 garages nationwide
{more than one in three), providing
consurmers with local opportunity to use
a code-approved garage from day one.

CAMPAIGNS - RAISING
AWARENESS OF SCAMS

5§29 A campaign 1o raise awareness of
investment scams was launched by
Gerry Sutcliffe in November 2003,
featuring consumer champion Alice
Beer. As well as targeting a source of
serous consumer detnment (estimated
at £350m to date), the campaign also
served to remind consumers of the key
warnings relevant to scams generally.

It led to an increased focus on the
“Don't Be a Mug!” website'? which was
developed to provide a comprehensive
body of advice on a wide range of
scams, including links to other regulatory
authorities and useful contacts. Since
this advice went live, the pages have
consistently been among the most
visited pages on the DTI's Consumers
and Competition website.

Influencing Europe

MODERNISATION OF EU
COMPETITION RULES/LAW

5.30 In 2004 new rules come into force giving
national competition authorities power to
apply the EU Treaty Articles, but leaves
the precise method of their application
to national law. Following a
comprehensive consultation process
undertaken in 2003 certain other
changes were also made to the

17 The "Dion't bea Mugl”™ websito is 8w ot pov. siicopiscamaipage | Rim
18 Full boxt of the act is avnilablo at www. hmeo govukiacisfacts | B8/ 3980041 hitm
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Competition Act 19888 in order to
re-align the Act and the EU system.

All of these changes will come into force
on 1 May 2004,

Agreement was reached at the European
Competitiveness Council on 27
Movember 2003 to a package of
amendments to the EU Merger
Regulation. Amongst a number of other
improvements, the new Regulation
more closely mirrors the UK's domestic
regime and should ensure that the EU
is able to deal effectively with all
potentially anti-competitive effects
arising in any mergers falling to it for
consideration. The new regulation will
come into force on 1 May 2004.

HALLMARKING

The UK Government had significant
concerns about the draft Directive on
Precious Metals, proposed in July 2003.
The Department believed that the
proposal as drafted would significantly
weaken consumer protection in this
area, and that the directive did not take
proper account of the views of the
Accession countries. The UK developed
alliances with other like-minded EU
partners to preserve the existing
consumer protection provisions
contained in UK Hallmarking laws.

The proposal has now been shelved.

Making markets work

MARKET STUDIES

The Department has a general interest
in competition market studies that are
carried out by OFT, and investigations
conducted by the Competition
Commission. It co-ordinates Government
responses with OGDs, and, as
applicable, devolved administrations,
where those studies make regulatory
recommendations. During 2003-04 a
number of studies have been reported
and the Department is now involved in
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5.34

5.3b

preparing Government responses,
consultation exercises and legislation
concerning a range of issues including
extended warranties on domestic
electrical goods'?; taxis and private hire
vehicles?0: private dentistry?!; and
veterinary meadicine. In addition, a
statement was issued to Parliament
on 18 December 2003%2 on the milk
marque judicial review that brought the
long-standing issue of the supply of milk
to a close.

REGULATORY REFORM ORDERS

The Regulatory Reform Act provides for
over-complex or outdated legisiation to
be simplified or repealed more easily and
the Department is currently developing
Regulatory Reform Orders (RROs) to
amend various pieces of out-dated
statutory legislation including the trading
stamps act®? and legislation concerning
the publishing of directories??. A RRO
rermoving unnecessary notification
procedures relating to Sunday Trading
came into effect in February 200425,

MERGER DECISIONS DURING
2003-04

In 2003-04 the Department published
Competition Commission reports?s on
the proposed mergers of;

Vibe Radio Services/Galaxy Radio Wales
and the West

Centrica/Dynegy Storage and Onshore
Processing;

Sateway/Asda, Morrisons, Sainsbury’s
and Tesco;

Carlton Communications/Granada:

Arla Foods amba/Express Dairies:

536

537

Newsquest (London)/independent News
& Media;

March UK/GUS home shopping and
home delivery businesses.

As a consequence of the reports from the
Competition Commission, the Secretary
of State blocked a Safeway merger with
Asda, Sainsbury’s or Tesco and blocked
Mewsguest Media Group's purchase of
some Independent News & Media titles.
In addition, the Secretary of State
imposed conditions on the mergers of
Centrica/Dynegy Storage and Onshore
Processing, Carlton Communications/
Granada and Morrisons/Safeway.

PATENT OFFICE

The Patent Office?” provides guidance
on, and develops and maintains the
legislation associated with various
intellectual property rights including
trade marks, copyright, registered
designs and patents, that businesses
use to protect their own designs,
branding, inventions and creative wark.
During 2003-04 the EU Copyright
Directive?® was implemented, which
harmonises certain copyright issues
across the EU and the Copyright
(Visually Impaired Persons) Act 200228
came into force. The Patent Office is
active in spreading awareness of the
whole system of intellectual property as
widely as possible, and recent initiatives
include the launch of a THINK kit
education pack as well as seminars and
participating in events organised by
OGDs. A training package for
enforcement agencies was launched in
June 2003 and a web-based database
of Intellectual Property case law was
launched in the same month.

V8 Further details and taxt of the Report avaiable 81 Wi compatition-commission. oo, ke, pubieportaR00 348 Snaars ham
A0 Furiher detads gvadsbie fram wiane il gov ukfoo pltopica? oo Ivbm
21 Further setass svatlable from wwve il gov ukicepftopics2ipd 2identistpoy. pit
22 Teot of ha statement avadable a1 wwew. parliarmant the-statianeny-atice. oo wiipalem 20004 ermwibiwhion 1 220bus i
23 Corsultation Docummant and ths Government response svsiabie Prem winwy.cill gow. ulfeepieansultations him

24 Further details svailabils ot woeen ot g ukiccpitopics 1 ecomm. him

25 Further details svnilatile 5t we, db. gov ukleepitonics | facts/sundsy htm

26 Full getils abaul the cormpetition cammission and As acthities are mvailabile 3t wiww compatitian-commission arg uk
27 Full detmls about the Patent OfFice and 1t activities are svailablo ot wens patent.goy,uk
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Safety

5.39

FIREWORKS REGULATIONS

The Fireworks Act 20033 enables the
Secretary of State to make Regulations
pertaining to both the use and supply of
fireworks. Specifically, the Act enables
the Government to make Regulations
requirng:

suppliers of fireworks to be licensed;

restrictions on the sale of fireworks at
particular times of the year;

the creation of a curfew on firework use:

importers to supply information at the
point of entry to help ensure they are
destined for legitimate sale; and

a prohibition of those fireworks
considered to be either a serious
nuisance or particularly dangerous.

The Department has undertaken
preliminary consultations on the form
that Regulations may take and will
launch a consultation exercise on the
draft Regulations in spring 2004. The
first Regulations under this legislation,
concerning the anti-social use of
fireworks, have already been made.

The measures contained in the new
Fireworks Regulations 2003%, which
came into force on 22 December 2003,
are a prohibition on the possession of
fireworks, in public places, by those
under the age of 18 and a prohibition on
the possession of category 4 fireworks
by any person other than a fireworks
professional.

GENERAL CONSUMER PRODUCT
SAFETY REGULATION

The General Product Safety Directive
was approved by the Council at the end
of 2001 and was due to be transposed
into member states’ national law by

15 January 2004, Difficulties in making
the last resort power to order or

30 Full text ovadable 51 wiww.hmso.govUkACIsacts 200320030022 hom
- 31 Full text available o ww hmso.gov.ukisis( 00220033085 him
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organise the recall of unsafe products
from consumers practicable to operate
for business and the enforcement
authaorities, in particular, has led to some
delay. During 2004 the Department will
be consulting stakeholders on the basis
of draft regulations, which will help to
fine-tune the implementing legisiation
and the Department guidance that will
accompany it.

Other developrments include the
successful negotiation in December
2003 of a Council resolution for work by
the European Commission through 2004
on the safety of services that balances
the interests of business and
consumers, and also the publication in
February 2004 of a Report to Parliament
on Consumer Safety required under the
Consumer Protection Act 1987 to be
made every five years.

TOY SAFETY

In April 2003 - and for the first time in
10 years - the Secretary of State used
the Prohibition Notice powers available
under the Consumer Protection Act 1987
to ban Yo Balls. The DTI was alerted by
Trading Standards Officers to several
near-strangulation incidents around the
country. Following in-depth tests and a
paediatrician’s view that the toys were
unsafe for children, the Secretary of
State issued Prohibition MNotices against
six known suppliers of Yo Balls, Although
these Notices were issued on the six
main importers of Yo Balls, their effect is
that nobody in the UK can supply Yo
Balls or any similar items posing a
strangulation hazard.
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Introduction

The challenge for the Department is to
manage the transition to becoming a net
importer of oil and gas from 2006-07 so as
to “ensure the continuity and security of
energy supply at affordable prices through
competitive markets, whilst minimising
environmental impacts and delivering
social objectives”.

61 The energy sector represents 3.9% of
the UK’s GDP and is an essential input
to the other 96.1% (oil and gas
production is 2.4%, gas and electricity
distribution and supply 1.4% and coal
0.1%). The sector represents 35% of
industrial investrnent and 20% of
London stock market capitalisation,

6.2 Recent power failures in the USA, Italy
and to a lesser extent, the UK have
highlighted the cntical importance of
energy reliability to productivity. The
California energy supply problem ot 2000
cost the State economy billions of
dollars,

PSA Target 4

6.3 Some of the work carried out within this
business objective contributes 1o the
Department’s PSA target 4 (SR2002), to
ensure the UK ranks in the top three

1 Full texy ond technical niole at wiww b pov.ulkialou Vpsainss_ targer 4. im
2 Full dataits of Dhgorm and its acivities ame ayadablo at wenw obgeem. gov.uk

most competitive energy markets in the
EU and G7 in each year, whilst on
course 1o maintain eneargy security, to
achieve tuel poverty objectives; and to
improve the environment and the
sustainable use of natural resources

{a joint target with DEFRA).

Plans for 2004-05

64 As a period of excess UK capacity
comes to an end, energy prices are
beginning to rise again. Tha DTI will
work with Ofgem? and Energywatch? to
ansure electncity and gas markets
deliver secure energy at competitive
prices, and ensure the UK energy
system plays a full part in providing UK
competitiveness and productivity.

65 Production of its own oil and gas
resources will continue to make a major
contribution to the UK's energy needs.
The UK needs to maximise production of
its own resources by maintaining a
regulatory regime that stimulates
exploration and development; axtends
the economic life of existing fields;
increases the diversity of players by
reducing entry barriers; improves access
to acreage, infrastructure and data; and
encourages the adoption of standard
commercial agreements and practices.

3 Full detads of Energyeaich pnd i1 BEtvites ang svailible Bl wa onargywatch org ukf
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66 The DTI will continue to work to ensure

6.7

that consumers, and particularly
domestic consumers, have access to
competitively priced and reliable gas and
electricity, delivered by a range of
suppliers, through contracts that are of
the highest standard. It will ensure that
the effects of any significant disruption
o energy supply are minimised by
maintaining its programme of
emergency plan exercises for electricity,
gas and downstream oil and delivering
other regulatory enhancements included
in the Energy Bill*.

The DTl will continue to work for the
opening up of European and other
international energy markets and to
secure alternate sources of supply as
well as developing its understanding of
developments in national and
international oil, gas and electricity
markets. In particular, the UK has been
strengthening its relationship with
Morway which has a growing ability to
axport energy to the UK. A new Treaty is
being drafted which will facilitate future
cross-border projects and will represent
a comprehensive energy agresment
between the two countries.

The Department will continue to work
with Ofgem and the European
Commission to achieve competitive EU
energy markets and fair access to
networks and the establishment of
effective regulatory authorities in each

HIGHLIGHTS OF 2003-04

69

6.10

611

Member State, with increased co-
operation between them. It will also
influence the developing EU agenda on
security of supply and the environment
in order to deliver solutions that are
compatible with the UK's market
ECONOMY.

Working with DEFRA, Ofgem and the
industry, the Department will help to
meet the Government's target of
eradicating, as far as practicable, fuel
poverty for vulnerable households in
England by 2010, and for all households
by 2016. In 2001 - the |latest data
available - there were 1.7 million fuel
poor households in England, 1.4 million
of whom were vulnerable households.

As the main providers of UK energy
statistics that inform all participants in
UK energy markets, the DTl will maintain
high quality and comprehensive energy
statistics. It will implement a data project
that will make the UK Continental Shelf's
(UKCS's) data available to new investors
easily and cheaplhy.

The Department will help to ensure that
the energy resources of lrag are properly
managed in the interests of the people
of Iraq, and that with the return of
sovereignty in the summer of 2004, the
Iragi authorities are well prepared for the
modernisation of the ol sector.

& Fu tut ot weew, il gov ukienagwien and_req/acisfindé shiml




Achievements in 2003-04

Strong and Competitive Energy
Markets

612

613

814

During President Putin's visit to the UK
in June 2003 agreement, at Government
level, was reached with Russia on closer
co-operation on energy. This agreement
covered increased energy security,
improved climate for investment,
preserving the environment and tackling
climate change, and the signing of a
memarandum of co-operation on a North
European gas pipeline.

In February 2004 revised social and
environmental guidance was issued to
the Regulator, reflecting the priorities of
the Energy White Paper®. The Energy Bill
was introduced into the House of Lords
ahead of schedule, on 27 November
2003. The Bill includes the legislation
necessary to bring in the British
Electricity Trading and Transmission
Arrangements (BETTA), which are on
track to Go-Live in April 2005.

Energywatch continued to represent
consurner interests and promote
improved performance by energy
companies, Customer complaints have
fallen quarter-on-quarter during 2003-04,
and are expected to total 90,000,
compared with 110,000 in the previous

year.

Liberalisation of EU Energy
Markets

615

One of the UK's key objectives in the
Lisbon Agenda, the liberalisation of the
internal electricity and gas markets, was
achieved when the EU adopted
legislation - two Directives and a
Regulation — in July 2003. These
measures require the opening of non-
household energy markets to
competition by July 2004 and the
remainder by July 2007. The UK also

8: Security of Energy Supply TRADE AND INDUSTRY 2004

agreed a general approach in the Council
on a Directive on gas security of supply
that put in place arrangements for
dealing with supply emergencies.

UK Oil and Gas Reserves

616

617

6.18

ROYALTIES AND TAXATION

2003-04 saw the efficient close-down of
operations to collect the Rovyalty on
certain Morth Sea oil and gas fields
which was abolished with effect from

1 January 2003. Abolition of the Royalty
removes a barrier to investment in older
fields which, as well as being important
in themselves as a continuing source

of oil and gas, provide essential
infrastructure for new developments.

A joint DTI/HMT consultation with
industry on barriers to offshore oil and
gas exploration, announced in the
Budget in April 2003, was completed. As
a result, the Chancellor of the Excheguer
anngunced in his pre-Budget statement
in December 2003 an enhanced 1ax
relief for exploration spending through an
Exploration Expenditure Supplement for
companies investing in the North Sea for
the first time.

Also announced in the April 2002 Budget
was that Petroleum Revenue Tax on
new third party tariff business relating to
use of offshore pipelines and other
infrastructure would be abolished with
effect from 1 January 2004. This
measure has been widely welcomed by
the industry and will help create a more
level playing field.

‘PROMOTE’ LICENCES

619 The level of interest in licences in the

21st Offshore Licensing Round in 2003
was very high, close to that last seen in
the 1960s. This was largely due to the
number of applications for the new
‘Promote’ licence, launched in this
Round to encourage new, smaller

B Full-tes of the Wivie Paper svailabee St wwhinl ot ooy didenssgyiwivapapericusanergyiutuie. pof
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7 FREE AND FAIR WORLD MARKETS

Introduction
PSA Target b
Plans for 2004-05
" Achievements in 2003-04
Opening Markets in Europe

Warld WMarkats
Import Licences
Offshonno

Introduction

The challenge for the Department is to
“increase prosperity for all by extending
competitive markets across Europe and
throughout the world”.

71  The Department works with OGDs,
partners in Eurcpe, civil society,
business, unions and the World Trade
Organisation (WTO) to create more open
and fairer markets, leading to greater
prosperity, innovation and growth in the
UK, the EU and globally.

7.2 |n Europe, the Department's priorities
are to actively promote prospenty for all
by taking forward the Lisbon agenda’.
By working closely with OGDs, the
European Commission, other Member
States and accession countries, the
Department helps to identify and
develop key areas for reform to enable
the European economy to become more
open and dynamic.

73 The Department is working to persuade
all members of the WTO to break down
barriers to the free movement of goods
and services and in doing so is helping
to achieve the ambitious goals of the
Doha Development Agenda (DDA to
benefit developing and developed
countries alike. It also works to minimise
trade disputes, their consequences for

1 Pore cetail ot wwswdt gov uidewtimiom him
Z Mo informintion ol waw wio.orglengianiraton afdds e/dda_s KM
3 Fill raoct and technical nose at woanw il gow ukisboulpsalipsa_target 5, Rtm

UK business, and the disruption they
cause to the international trading
system.

PSA Target 5

7.4

Work on the DDA constitutes an
important element of the DTI's PSA
target 5 (SR2002)%, to secure agreement
to a significant reduction in trade barriers
leading to improved trading opportunities
for the UK and developing countries,
which is a joint target, shared by the
DTI, the FCO and DfID.

Plans for 2004-05

75

76

The main challenges in 2004-05 will be
to; advance the Doha round of WTO
trade negotiations; prepare for the UK's
Presidency of the EU in the second half
of 2005; and negotiate the proposed
directive to open the Single Market in
Services.

The WTO negotiations offer a major
opportunity to make the world trading
system freer and fairer and, in so doing,
to contribute to poverty reduction,
increased prosperity and growth and
improved global security. A Doha Round
involving significant liberalisation could
increase world prosperity by $400bn.
Agreement on the DDA would be a




7.7

78

79

major achievement. All 148 WTO
members have to agree and, as the
WTO 5th Ministerial Conference in
Cancun demonstrated, there are
considerable differences between
countries still to be negotiated. The
Department will aim to complete these
and other trade negotiations on terms
that are acceptable to the UK.

Other challenges include forestalling
trade disputes if possible, and managing
them if they cannot be forestalled:
minimising hindrances to imports and
exports; and delivering on a number of
projects, including a planned White
Paper on trade and investment.

Over half of UK trade is with Europe; an
astimated three million jobs are linked to
this trade. A simulation of the impact of
10 years of the single market
programme suggested that the positive
effect was worth 1.8% of EU GDP
{€165bn) by 2002. The DTI works in
Europe to open up markets and to
ensure they work fairly, with proper
standards of protection for the
environment, and for people at work, at
home, and as consumers and providers
in the market place.

Major developments in 2004-05 include
the enlargement of the EU to include 10
new member states, the election of a
new Parliament and the appointment of
a new Commission. The benefits of
enlargement are primarily political,
entrenching peace and democracy and

HIGHLIGHTS OF 2003-04
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providing a basis on which to create
300,000 jobs across the present EU, and
boost British GDP by £1.75bn. During
2004-05 the Department will need to
make preparations for the UK's EU and
G8 Presidencies during the second half
of 2005 to ensure that the UK is able to
make maximum use of these
opportunities to shape the agenda and
influence others,

Priorities for the year, and through the
Presidency in 2005, will be to promote
employment; to open up the European
market in services; promote alternatives
to regulations and outcome based
regulation, at Eurcpean as well as at
national level (to promote the broader
case for improving the regulatory
framework in Europe, the Department
will be actively involved in taking forward
the Four Presidency initiative, with
colleagues in Ireland, the Netherlands
and Luxembourgl; to encourage a more
outward facing approach, in particular by
developing ideas for competitiveness
testing as part of impact assessment;
and to improve European performance
on innovation and R&D so as to improve
progress towards making Europe the
most competitive, knowledge-based
economy in the world by 2010.

Achievements in 2003-04

Opening Markets in Europe

71

The Department worked with the Greek
Presidency to secure a new remit for the

65
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Competitiveness Council at the 2003
Spring Summit. This will allow the
Council to look at legislative propaosals in
other EU policy areas that could impact
significantly on competitiveness. The
Council helped to secure significant
changes to the Commission's proposals
for the EU Chemicals Directive and will
maintain close involvement in the
detailed negotiation over the coming
months.

INTERNAL MARKET IN SERVICES

The Department has been strongly
engaged with the Commission and other
Member States on draft proposals for a
‘Directive on Services in the Internal
Market", which aims to eradicate the
vast number of barriers impeding the
cross-border provision of services and
the freedom of service providers to
establish themselves in other Member
States. These proposals were published
on 13 January 20044,

The proposed Directive is far-reaching

in its scope and has the potential to
open up the EU services sector and
make a significant contribution to
achieving the Lisbon targets on growth,
competitiveness and employment.

It would also eliminate much red tape
and therefore supports the DTI's Better
Regulation objectives. In the last
Commission Scoreboard — published

in January 2004, the UK again met the
98.5% overall target and narrowly
missed (by one directive) the new 100%
target for directives maore than two years
overdue. The Department will intensify
its work with all UK stakeholders, EU
institutions and Member States to
support the liberalisation of the

services sector in the EU.

Avaiabin B SUfORa.Su ntfoomendintermal_maketenservcesiservices)
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EU ENLARGEMENT

The Department has been focusing and
prioritising its efforts in supporting key
accession countries, particularly on
economic and single market issues,
as they enter the final stages of the
accession process. It has continued to
be involved in providing a wide range
of technical assistance to the new
members, both in terms of short
inwards and outwards visits from
officials and longer term outward
secondments under the EU’s twinning
programrme.

Progress has also been made in the

EU membership negotiations with
Bulgaria and Romania, in line with the
Government’s commitment to continuing
enlargement and to bolstering trade and
co-operation across Europe.

INTER-GOVERNMENTAL
CONFERENCE

Following 18 months of work by the
Convention on the Future of Europe, a
number of meetings of the Inter-
Governmental Confarence took place
under the Italian Presidency of the EU,
although the European Council was not
able to reach an overall agreement on a
draft constitutional treaty in December
2003. The Insh Presidency is currently
assessing prospects for taking forward
discussions through a series of bilateral
meetings and will report to the Spring
Ecaonomic Council.

Throughout these negotiations the

DTI has worked closely with external
stakeholders, such as the Confederation
of British Industry {CBII®, Institute of
Directors®, British Chambers of
Commerce’ and the Trades Union
Congress (TUCE.




PREPARING BUSINESS FOR
THE EURO

The Department played an active

part in immediately briefing its key
stakeholders following the Chancellor’s
announcement of HMT's assessment
of the five economic tests on 9 June
2003. As flexibility in the UK economy is
one of the five tests, the Department
has played an influential role in looking at
how to reform labour markets at
national, regional and local levels. The
Department continues 1o monitor trends
in foreign direct investment.

78

World markets

WTO MINISTERIAL CONFERENCE
IN CANCUN

The Department put much effort during
2003 in trying to secure a positive
outcome at the WTO 5th Ministerial
Conference in Cancun, which was held
in September 2003. In particular,
attention was focused on agriculture,
improved industrial market access and
affordable access to medicines — a
satisfactory solution was reached on the
last point in August 2003. Although WTO
Members failed to secure agreement on
future progress, the Department has
supported the EU in taking a strong lead
in engaging constructively and actively in
order to get these negotiations back on
track.

719

7.20 The Cancun Ministerial talks failed for

a range of policy as well as process
reasons, Whilst the Singapare issues
{trade facilitation, government
procurement, investrment and
competition) were highlighted as the
ostensible cause, there were wider and
complex reasons for failure, including
disagreements on agriculture, on the
handling of cotton subsidies and on what
to do about the erosion of the value of

preferences.

8] Furthar datalls a1 www.un org/nowalpress/docs/2001/pi1380 doc. htim
-
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Since Cancun the Department, with
OGDs, has reflected on addressing the
issues of substance that prevented
agreement and has sought to find ways
to move forward. The Government will
continue to work with its EU partners
and the European Commission to re-
affirm commitment to the current
multilateral round of negotiations and to
send a clear message of the importance
of positive and flexible engagement, by
the EU and all other WTO members, in
the negotiations, taking particular
account of the views of developing
countries.

The Government strongly believes that
the focus on development in the DDA
offers the prospect of great benefits not
just to the UK and Europe but also to
developing countries and the global
economy as a whole.

DEVELOPING COUNTRIES

Developing countries in particular, stand
to gain from the market access part of
the DDA negotiations, especially in
agriculture, but also in industrial sectors
such as textiles and clothing where they
face high tariffs in both the developed
and developing world. According to the
World Bank, the continued cutting of
agricultural and industrial tanffs could
result in lifting an additional 300 million
people out of poverty by 2015 - helping
to make the Millennium Development
Goals? on poverty reduction a reality.

Across all areas of the DDA there are
commitments to provide for trade
related capacity building and technical
assistance to those members who need
it including assistance (capacity building)
in training negotiators, undertaking
impact assessments, educative Seminars
and practical help with customs
procedures. Both bilaterally and through
the EU and the WTO, the UK is
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7.25

7.26

1.27

728

supporting this type of work in many
developing countries.

The UK has sought liberalising outcomes
for the net benefit of both the UK and
developing countries in the EU’s bilateral
trade negotiations with Mercosur, in the
negotiations now underway of the
Economic Partnership Agreements under
the Cotonou Agreement and the roll-over
of the EU’s Generalised Scheme of
Preferences.

TRADE & GENDER

During 200304, and after a helpful
dialogue with a number of non-
government organisations, the
Department has participated in a series of
trade & gender seminars. With the
assistance of the Women's National
Commission'® (WHNC), a Gender Expert
Group on Trade has been set up which
will meet regularly to ensure that the
gender dimension is taken into account in
the formulation of the UK’s trade policy.

STEEL

In Movember 2003 the WTO's Dispute
Setilement Body (DSB) Appellate Body
upheld the DSB Panel finding earlier in
the year confirming the Department’s
view that the USA Government's
imposition of additional customs duties
of up to 30% on imports of a wide range
of steel products in order to "safeguard”
USA steel manufacturers from overseas
competition was a breach of USA
obligations under the WTO Safeguards
Agreement.

Following this decision, and against

the background of imminent retaliation
against USA exports to the EU and
Japan, and UK lobbying at the highest
levels of the USA Administration, the
USA withdrew the safeguard tariffs. In
response, the EU immediately lifted its
safequard measures 10 prevent diversion
of trade from the USA market.

7.29 Throughout the year, the Department,

7.30

7.21

7.32

working in close consultation with
industry and OGDs, has continued to
encourage and support constructive
European Commission engagement in
continuing negotiations, under the
auspices of the OECD, for a steel
subsidies agreement reflecting the belief
that multilateral dialogue rather than
unilateral action is the right way to tackle
international trade issues.

SERVICES

The Department has continued to play an
active part within the European
Community and the WTO in negotiations
on the liberalisation of trade in services.
Following the tabling in April 2003 of the
European Community’s initial liberalisation
offer, negotiations have continued in
Geneva bilaterally with individual WTO
Members and multilaterally within the
various WTO bodies involved in the
negotiations. 40 offers have so far been
tabled. The Department has worked with
the European Commission to analyse
these offers and assess how far they
have addressed the Commission’s
requests for liberalisation made to WTO
Members in 2002.

The Department has also taken part in
discussions aimed at completing
unfinished rules within the General
Agreement on Trade in Services,
although negotiations were suspended
after the failure to reach agreement at
the WTO Ministerial Conference in
Cancun on how to take forward the DDA.

The DTI has also been involved in the
services aspects of bilateral and regional
trade agreements with some of the EU's
trading partners and, on 18 December
2003, published its response to its
consultation document “Liberalising
trade in services — a new consultation
on the World Trade Organisation GATS
negotiations” 1!, :

10 Further geisés about 1he WHE and its acinvies can be found at Wy thieen, oo, uky

1 Libsvsising toc in goveces. 4 naw consutalion on B Wheid Tade Organiation GATS negonations®. Octater 2002 (LRN 02714030, Also available
il vy it QoUW s rice hirm
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MNumber of Import Licences issued

400000
250000
200000
150000
100000
50000
. 1997-58 1998-99 1995-2000 2000-01 2001-02 2002-03 H003-04
Financial Yoar
: SITPRO LTD project on the regulatory costs of
7.33 SITPRO Ltd"2 was established under the OIS Boois seimss NI Na R
Companies Act as a company limited by borders.
guarantee and is an executive Non-
Departmental Public Body (NDPB) import licences

sponsored by the DTI, from whom it 7.34 The Department has responsibility for
received Grant-in-Aid of £1,278,000 in issuing import licences in accordance

2003-04. As the UK's national trade with UK and EU law. lts main customers

facilitation agency, its primary focus is 10 are UK and other EU importers who deal
make international trading easier for the in goods that are controlled. The

benefit of UK economic operators. Department expects to issue 330,000
Examples of work that SITPRO has licences'® in 2003-04 (249,615 up to
undertaken during 2003-04 include the December 2003}, a decrease of 6% on
development of a business case for a 2002-03 (Figure 7.1). In 2003-04 {up to
WTO multilateral agreement on trade December 2003) 99.8% of these

facilitation and expansion of a research licences were issued within five working

Figure 7.2: Mumber of Import Licences issued within 5 working days and error rate

2 Full datails about SITPRD and fts actvities can be found o1 wyaw $1pe0.0rg 1k
5,000 import eences expected to be issued in MarchiAprl 2004

ﬂ
[3=]
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7.35

days, exceeding the target of 95% ',
The DTl has continued to reduce the
number of errors and the expected error
rate for 2003-04 is one per 9,000
licences (or 0.11 per 1,000 licences),
which is below the outturn for 2002-03
of one per 7,858 licences (or 0.13 per
1,000 licences) (Figure 7.2.

2004 is the last year in which an import
licence will be required for most textile
and clothing products, with the final
phasing cut of the Multi-Fibre
Arrangement and Chinese footwear and
ceramics quotas that together account
for about 989% of all licences issued.
Import licences will continue to be
required for textiles and clothing from
a small number of non-WTO countries,
certain steel products, firearms and
nuclear materials. Import controls
continue on diamonds and anti-
personnel mines.

Offshoring

7.36

Expenditure on Free and Fair World Markets (£ million)

The outsourcing of service-sector jobs
abroad is referred to as offshoring, and
the Department is actively engaged on
this issue. In order to understand better
what is happening and what motivates
a company to offshore, the Department
published a consultation paper'® on 5
December 2003 outlining the main
issues and highlighting areas for further
research, with responses sought by

30 January 2004. In addition, a new Call
Centres Competitivenass Study was

launched with a view to reporting to
Ministers in spring 2004, and the
Department hosted a Round Table
discussion with key business
organisations, trade unions and other
interested stakeholders on 2 February
2004,

Total 6.3 53

of which:

WTO commitments 34 36 4.0 4.0 40
SITPRO - NDPB 0.7 0.7 1.1 1.1 11
Other 1.2 1.0 1.3 1.4 1.3

14 Thema figures now mxchade applicatons for @ icence to impor certain footwesr and cersmics from Ching because those licences may not be issued

e,

tyfchlly, fre voeis after the cloaing date for applicstons

15 “Fanvices and Offshonng: The impact of incréssing intemationsl eampetitian i sanices’. Decemiber 2003 (URAN 03/1624]. Aso svailablo at
ey L Qow ukfenwt
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- Disadvantaged Communities and
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| Influencing Others

Introduction

The challenge for the Department is to
“build an enterprise society, embracing all
communities and groups of people”.

81

1 Full text andd technical note ol www.di. gov.ukiaboutiosalpsa_target_6.htm

In an age of rapid technological change
and global competition, the capacity to
innovate and adapt to change is crucial
for the success of the UK economy.
Being entrepreneurial, and starting and
growing businesses, provide a source of
competition and new ideas leading in
turn to a more efficient 'churn’ of
businesses, enhanced productivity and
economic performance. Despite a
generally supportive environment and
positive attitudes towards enterprise, the
UK continues to lag behind the USA and
many countries in Europe in terms of
entrepreneurial activity.

There are a range of market failures that
create significant obstacles to starting
and growing a business, hamper the
quality and early success of new
businesses and ultimately prevent a
dynamic start-up market from emerging.
It is widely accepted that not all small
businesses want to grow or can grow.
There is, however, evidence that the
proportion of UK small businesses that
want to grow is greater than the
numbers currently growing in practice.

8.3

8.4

ENTERPRISE FOR ALL

Lnder-Represented Groups

Although the UK economy has seen
sustained economic growth, low inflation
and falling unemployment, persistent
marked differences in levels of
enterprise exist between and within

UK regions. There are also marked
disparities in rates of male and female
entrepreneurship; and between the level
of entrepreneurial activity in different
athnic minarity groups.

If the potential economic and social
benefits of enterprise are to be fully
realised, it is vital that all individuals in
society have egual opportunities to
contribute to and gain from the benefits
of a strong small business sector. It s
widely accepted, however, that without
at least some intervention, the market
cannot always be relied upon to deliver
the most efficient, or socially desirable
outcomes,

PSA Target 6

85

The work carried out within this
business objective contributes to the
Department’s PSA target 6 (SR2002}), to
help build an enterprise society in which
small firms of all kinds thrive and achieve
their potential, with an increase in the
number of people considering going into
business, an improvement in the overall
productivity of small firms, and more
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enterprise in disadvantaged
communities.

Plans for 2004-05

86

B7

4 Full text avadable at wevien b gov.uk/oont ent/connuliationshwomensiramawonk pal
3 Further detaily svsiabls fiom sl gow uikfsocialantenpnselsicel_success him

In order to develop a more
entrepreneurial culture and encourage

a more dynamic start-up market, the
Department will drive delivery of the
enterprise targets set out in the
Government’s action plan for small
business. The DTI will continue to
support initiatives to help individuals and
business overcome barriers to
enterprise, and to encourage enterprise
awareness, creativity and innovation,
Examples of these initiatives include
support for Enterprise Insight, the
Enterprise Promotion Fund and the
National Council for Graduate Enterprise
which will promote self-employment to
students and new graduates. The DTI
will work with DWP to review the
perceived impact of the benefits and tax
credits system self-employment. The
Department will work with the Regional
Development Agencies (RDAs) to
establish regional strategies in response
to the Strategic Framework for Women's
Enterprise?,

The Department will actively promote
enterprise in disadvantaged areas and
among under-represented groups,

HIGHLIGHTS OF 2003-04

88

including continuing to support the
development of new and innovative
business support products for those
communities through the Phoenix
Development Fund and improving
access to finance through a network of
Community Development Finance
Institutions (CDFls).

The DTI will implement the
Government's Social Enterprise
Strategy?, creating an enabling
environment and making social
enterprises better businesses, whose
value is clearly established. It will also
introduce BRIAN (Business Research
Information Analysis Navigator), a
benchmarking tool for social enterprises.

Achievements in 2003-04

Enterprise culture

89 The Small Business Service (SBS) has

provided £0.75m to Enterprise Insight
towards the development of a National
Campaign to raise awareness of
enterprise amongst young people, with
a proposed annual Enterprise Week as
its focal point. It has also continued to
provide funding of £250,000 to support
the Young Enterprise’'s Entrepreneurship
Masterclass, Graduate Programme and
Innovation Awards, which are all aimed
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at giving young people the opportunity 814 In May 2003, SBS launched a strategic

to develop enterprise skills in an
experiential environment and celebrating
SUCCESSes.

framework for women's enterprise and
is working with the RDAs and women's
enterprise support groups to implement
the framework and deliver a significant

810 The SBS launched a Review of the : ; 5
L TR increase in women-led enterprises.
Employment that is aimed at developing 815 SBS initiated pilots in the West Midlands
a communications strategy to enhance and Haringey, London, to increase
awareness of support available. Separate access to Government procurement
reviews are planned to look at: the opportunities with a strong focus on
Impact of Childcare Availability on ethnic minonty and women-owned
Choices between Enterprise and small businesses.

Employment; and Enterprise Awareness
training for Public Sector Employeess. THE PHOENIX FUND

811 During 2003-04 the SBS helped establish 816 This year the SBS has provided support
the National Council for Graduate to the value of £27 5m (current estimate)
Entrepreneurship and launched the from the Phoenix Fund®. This included
Enterprise Promotion Fund. This Fund £8.6m (current estimate) to suppart
aims to stimulate innovative activities Phoenix Development Fund (PDF)
designed to raise enterprise awareness. projects, and also announced 26 new
To date, 22 projects have been projects which were successful during
supported through the Fund. 2003-04 in securing funding under the

"Building on the Best” bidding round.

812 In conjunction with the HO's Immigration
and Nationality Department, the DTl has 817 The Phoenix Fund also supports a
developed communication tools to raise network of almost 60 CDFls which
awareness of support available to help provide loans to viable enterprises that
businesses find out how to recruit talent are unable to access finance from
from abroad, and to help people from conventional sources. 23 CDFIs have
R R Bl ot Bow To start a Business been accredited to offer the Community
in the UK. Investrment Tax Relief (CITR) to individual

and corporate investors from whom they

Disadvantaged communities and intend to raise approximately £100m of

under-represented groups investment over the next three years.

813 During the year the SBS has been GLOBAL ENTREPRENEURSHIP
working with HMT on developing MONITOR
Budrensss of opportunitics for 818 The 2003 Global Entrepreneurship

entrepreneurship in Enterprise Areas
{the most disadvantaged 2,000 wards in
the UK) and have been giving special
attention to focusing existing activities
in these locations. This activity has
included grants for incubation

feasibility studies, projects with housing
associations and a focus on Enterprise
Areas in the second round of City
Growth Strategies.

Meonitor (GEM) UK report was published
in January 2004, It shows encouraging
results both in terms of Total
Entrepreneurship Activity and attitudes
to enterprise. The findings on women'’s
enterprise show the percentage of
women who are entrepreneurs rising
from 3.3% in 2002 to 3.8% in 2003, and
33.1% of women agreeing that there

i_ S8 reports and rewinws aro available from wwew.sbs gov ukfdedaul phpTpage=/T-strategesiimplermematan-plan,php
5 Further details sbout the Phoenix Fund avadsiie from weaw sba povousddetault phplpsgesiphosnixditaull php
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were good opportunities for starting a

business, compared with 22.1% in 2002,

Social enterprise

819

B.20

Social enterprises are businesses that
offer economically sustainable business
solutions to a variety of market and
social issues. As well as creating
ecaonomic value through their own
activities, they also help to create new
markets, goods and services, all of
which have a positive effect on
mainstream business. The Department
has given almost £1m support towards
activity to promote the growth and
development of the social enterprise
sector in 2003-04.

in October 2003 the Department
published a report® on the progress that
has been made on implementing the
Government's three-year strategy for
social enterprise. Highlights of the report
include coverage of social enterprises in
a Bank of England publication and the
inclusion in the Companies (Audit,
Investigations and Community
Enterprise) Bill of a new form of
company designed to meaet the needs
of some social enterprises, the
Community Interest Company.

a.21

The Government's action plan for

small business and the Business Link
Operators’ delivery plans now include
support for social enterprises. In
addition, all of the Department’s
business support products are available
to eligible social enterprises in the same
way as to other types of business.

In July 2003 the Department published
a research report, Guidance on mapping
social enterprise’, which reviewed the
extent of existing knowledge of the
sector, drawing out good practice in
mapping social enterprise, and
recormmmended a methodology to

map social enterprise UK-wide.

Influencing others

B8.23

EUROPE

The Departrment contributed to, and
co-ordinated the UK's responsé to the
European Commission's Green Paper
an Entrepreneurship in June 2003. The
response covered a wide range of
issues, including raising awarenegss of
enterprise and valuing entrepreneurship,
better regulation, improving access to
finance and encouraging more enterprise |
in disadvantaged communities and
under-represented groups, as well as
strengthening the voice of SMEs

in policy-making.

Figure 8.1: Expenditure on Enterprise for All (€ million)

S
Total 16.0 23.2 347
of which:
Phoenix Fund 12.9 198 30.0 25.0 25.0
Promotion of Enterprise/Enterprise Culture 0.7 0.9 1.0 2.0 2.0
Social Enterprise Unit/Start-ups 0.4 02 1.0 30 3.0
Under-represented Groups - - - 1.0 1.0
Research and Evaluation/Other 1.1 08 1.1 1.9 1.8
Service Development 0.9 1.5 1.6 - -

B A progress mport on Soc! Erderoise. a sttmtegy for sucesss” avilable at www dil gov ukisociak nteimrsaioilitrat_success pal

7' Further information available at WAL EU. Q0. Lk sociakana prss neves-miappeng. him




9 STRENGTHENING REGIONAL ECONOMIES

Introduction

PSA Target 7

Plans for 2004-05
Achievements in 2003-04

England’s Regional Development Agencies

I Promoting the Regional Agenda

The Government OHfices

| ==

Influencing Other Governme

Introduction

The challenge for the Department is to
“strengthen regional economies through
sustainable improvements in the economic
performance of all English regions and
closing the gap in growth rates between
the regions”.

91 The prosperity of the UK economy is
dependent on strong regional and local
economies. Economic performance (in
terms of productivity and employment)
varies across and within areas of the UK,
These differences are deeply rooted and
have persisted for most of the last century
and the intra-regional disparities make the
UK different from other European
countries. Bringing Gross Value Added
(GVA) per head in the under performing
regions up to the English average would
increase activity in the economy by
around £1,200 per person each year.

9.2 The DTI, together with HMT and ODPM,
has made some progress over the past
year at identifying the factors that cause
these differences, focusing attention on
employment and the five drivers of
productivity - skills, investment,
infrastructure, enterprise and
competition and its conclusions are
being fed into developing Government

1 Fuil 1exi 8nd tachnical note ai wew it gov ukfboutipsa/psa_targe: T him

Regional Selective Assistance

European Union Structural Funds

2.3

=
|55 ] e gy
Eepariments

policies wherever appropriate. All DTI
policies should take the regional
dimension into account.

The Government's approach to
improving regional performance is

to support and strengthen regional
leadership, empower the regions 1o
generate their own solutions in the

light of their particular strengths and
weaknesses and ensure the optimum fit
between national and regional policies.
England’s Regional Development
Agencies (RDAs) and the Government
Offices (GOs) are central 1o this process
and the Department works with them
to ensure that they fulfil their remit as
effectively as possible. It also waorks

to ensure that changes in European
regional policy, including the
enlargement of the EU, are aligned to
the regional development of the UK.

PSA Target 7

9.4 The work carried out within this

business objective contributes to the
Department’s PSA target 7 (SR2002)',
to make sustainable improvements in
the economic performance of all English
regions and over the long term reduce
the persistent gap in growth rates
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between the regions, defining measures
to improve performance and reporting
progress against these measures by
2006. This is a joint target for the
Department with ODPM and HMT.

Plans for 2004-05
a5 The DTl will develop a new partnership

96

F ﬁithW"HWMImuume&mm
3 WMﬂNWNlumﬂmlltwmw

model that will help the Department

and the RDAs to work together more
effectively, it will implement a new
approach to tasking the RDAs across
Whitehall, and review the way the RDAs
are funded and their performance is
monitored. It will also continue to work
to improve the diversity and quality of
applicants for RDA Chair and other
Board appointments.

The level of R&D, innovation and
technology transfer in the regions will
be boosted by developing the RDA

role in the second round of the Higher
Education Innovation Fund (HEIF)Z,

The RDAs are committed to the
establishment of Science and Industry
Councils or their equivalent, and they are
being put in place in all the regions
during 2004.

HIGHLIGHTS OF 2003-04

97

98

The DTI will lead for the UK in the
negotiations on the European
Commission's proposed Regulations for
Structural Funds after 2006, due to start
in summer 2004, and ensure that any
changes to European regional policy
following EU enlargement are consistent
with the UK's regional policy.

The DTI will work to influence OGDs and
relevant bodies, such as the Strategic
Rail Authority (SRA)® and the Highways
Agency?, to ensure that land use
planning, transport policy and other
relevant decision-making processes
meet the needs of the UK economy —
its business and regions.

Achievements in 2003-04

England’'s Regional Development

Agencies

99 The DTl is the lead sponsor for the nine

English RDAs, including the London
Development Agency (LDA), with the
GOs responsible for day-to-day
sponsorship issues.

910 The RDAs’ statutory areas of activity

cover economic development and

4 Funher details about the Highvways Agancy and its sctiviiey at ea hipivvays.gov:uk!



regeneration, promoting business
efficiency, investment and
competitiveness, promoting employment
and skills development, and contributing
1o the achievement of sustainable
development in the UK. They also have a
role in promoting regional tourism and
commissioning regional transport studies
via regional planning bodies.

% Strengthening Regional Economies TRADE AMD INDUSTEY 2004

9.15

Partnerships scheduled for launch by
Apnl 2004 and have also committed to
work with DEFRA on the implementation
of Lord Haskins' Rural Delivery Review®.

RDAs have worked with local
communities to draw up long-term
visions for their towns, such as Yorkshire
Forward's widely publicised vision of
Barnsley as a Tuscan Hill Town, They

911 The RDAs are the key stakeholders in have also been involved in ongoing
taking forward the ODPM's Sustainable restructuring and retraining where
Communities Action Plan® and following factories are facing mass redundancies.
the publication of the Mational Skills Major interventions include the Vauxhall
Strategy® in July 2003, they are leading plant in Luton, Ingersoll Rand in Burnley,
on the development of Regional Skills Rolls Royce in Derby and the Selby
Partnerships which are intended to Coalfield.
dElI'U'E.I' % eﬁgmwe, ji ety 916 RDAs have reported measurable outputs
on skills at a regional level. ;

to Government {numbers of jobs and

912 With other Departments, the DTI agreed businesses created, remediation of
and issued guidance to the RDAs, which brownfield land and the use of learning
was used in preparing their Corporate opportunities). These can be viewed
Plans for 2003-06. Individual RDA targets on the DTl website'®. For more
were published in these Plans’. information about these and other RDA

813 A new publication “Regional achiguementa their annuall reports pan
E Mihone= and the State ot the be viewed on the respective websites’’,
Regions"8 was introduced in 2003, 917 The RDAs receive all their funds as a
amalgamating two previous publications single funding stream, which gives
and making a number of changes them the flexibility to meet their regional
following a consultation exercise, development pricrities subject only
including the introduction of 11 core to approval by Government of any
indicators for RDA performance significant changes to the Corporate
evaluation. Plans published in August 2002.

In 2003-04. the DTI provided E272 9m'2
RDA ACHIEVEMENTS IN 2003-04 of the RDAs’ £1.896m, which includes

914 RDAs offer a regional contribution to £112.1m unused funding carried forward
national policy on skills. They have co- from previous years. In 2004-05, the DTI
ordinated responses to the Lambert will contribute £224.9m'2 of the
Review, Higher Education (HE) White £1,864m available. This is allocated
Paper and the National Employment between Regions as set out below. The
Plan. RDAs have led the development of figures include resource and non-cash
the first wave of Regional Strategic items, so that they can be compared

i_ Further dotalls a1 wwow oopm gov. uksell enyoroupsiodam_communites/documents/sactionhomapags/adom _communites_page hesg

6 Avilatio at waww dles gov pkiakdsstralegy

7 Funher infarmation about the RDAs and thes actvitios afe svailablo from those wabiSilea: W il o0 Uk wisnae 380800 Uk,

Woanw, Dnan ofthanat co,uk, wvw southessstrds, ong uk, weesowimda oo ok, s seds orgouk, winwswamds. org.uk, v porshine fonvand com and

_l'-' #Tﬁ.rﬁwm;,ngwm,hw The previcus pubdcations were the Regional Compatitrsenaas Indhcators and the ADA "State of the

Figion” core mdicators.

5 Further disils st v chabra. gov.uk/mrlfrurs deinargdolaa. iom
10 oo b on ke

11 Thisse are availabie at www.rdauk o

12 Includes provision of £77.2m for non-cash costs

!? Includes proviaon of £77 2m for non-cash costs

N i
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with figures elsewhere in the report and
with previous years.

Total Government funding
for RDAs, £ million
m MM

|t Muﬂ
Advantage West Midlands 254 230
East of England
Development Agency 86 80
East Midlands Development
Agancy 132 121
London Development Agancy 319 326
Morth West Development
Agancy 334 341
‘One North East 226 225
South East of England
Developrment Agency 144 124
South West of England
‘Regional Development Agency 104 107
Yorkshire Forward 266 256
RESERVE a0 97
TOTAL 1,896 1,864

Promoting the regional agenda

DEVELOPING A CLOSER
PARTNERSHIP BETWEEN
DTI AND THE RDAS

918 Following the identification of
‘Sstrengthening Regional Economies’
and 'Forging Closer Partnerships with
Key Economic Players’ as strategic
priarities's, the DTI developed a new
partnership model for its relationship
with the RDAs. The aim is to work much
more closely together in developing and
implementing policy so that both DTI
(including the GOs) and the RDAs are
more able to achieve their objectives.
The new partnership based approach
was launched at a joint seminar chaired
by the Secretary of State on 2 March
2004

9.20

The

2.21

HIGHER EDUCATION
INNOVATION FUND 1

The Department is boosting the level of
innovation and technology transfer in the
regions by developing the RDA role in i
the second round of the HEIF

CLUSTER POLICIES

Cluster polices are now embodied within
the RDA strategies. In December 2003
the Department published the
conclusions of the ECOTEC Research
and Consulting study into the critical
success factors in cluster development
together with a practitioner guide to
cluster development. s

Government Offices

l

!

1
The GOs, managed by the Regional 1
Co-ordination Unit in ODPM, provide a
regional network for many central
Government departments, including the 1
DTI. Implementation of the Performance
and Innowvation Unit's report “Reaching
Out ™% continues to broaden the role of
the GOs, increasing their impact with
their Whitehall parent departments, and
improving co-ordination in Whitehall [
between different Government
departments that have a regional or
local impact.

The DTl uses GOs to support its
objectives, by placing reliance on them
to provide a regional perspective and
share their experience in working closely
with other departments’ agendas. The
key areas for which the DTl relies on
GOs are in their responsibilities for
monitoring the RDAs and, working with
other regional partners, helping to
implement their regional economic
strategies, influencing policy
development in the DTl and other
central Government departments,
providing regional intelligence and for

14 Dwtailed further i th BTi's EIIHIW" vhilnbbe fromm waano e, ek nBoutstrategy 2003 hml

16 Avaslable at wwa gt gov.ukiclistorrostec-ropartingas Hm|
16 Awnllable ot v numbae10 P U suieschingfegions/detaul him




implementing most of the EU Structural
Fund Programmes in England.

Regional Selective Assistance

9.23 Regional Selective Assistance (RSA)

Figure 9.2;

O

has been a key instrument of the DTl's
regional industrial policy. The Scheme

15 discretionary and is available to
domestic and overseas firms investing in
the Assisted Areas'”. The Scheme has
three complementary goals: to create
and safeguard jobs; to attract and retain
internationally mabile investment;

and to contribute to improving the
competitiveness of disadvantaged areas.

Projects receiving RSA offers in the
English regions during the year include:
£50m to Ineos Chlor for the
modernisation of a chlor-alkali plant in
Runcorn securing over 2,000 jobs; and
£2.9m to Pendennis Shipyard for dry
dock installation in Falmouth creating 83
new jobs and securing a further 173.

Details of the applications and offers
made for RSA and Enterprise Grants are
published in the Annual Report made to
Parliament under the Industrial
Development Act 19822

From April 2004, the new business
support product replacing RSA in
England will have an increased focus on
improving productivity and raising skill
levels in Assisted Areas.

East E.u'r London
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European Union Structural Funds

827

9.28

2929

9.30

The DTl is responsible for co-ordinating
Uk policy on the European Structural
Funds (ESF) and implementation of the
Funds at the UK level. The Funds aim to
promote regional economic development
through support for business, research
and development, innovation,
regeneration and skills and training.

The Department works closely with the
GOs, Devolved Administrations and
OGDs that are responsible for
implementing Structural Funds
programmes in the UK. It takes the lead
in representing the UK Government's
position in Brussels and also works at
the UK level to support programme
implermentation and achieve best value
for money from the Funds, including
through the exchange of bast practice
and financial monitoring.

For the period from 2000 to 2006, the
UK has Structural Funds allocations of
£16.6bn (approximately £10.7bn at 1999
exchange rates). Expenditure under the
European Regional Development Fund
(ERDF) (the largest of the Structural
Funds} on business support and other
activities that support the DTI agenda
has grown in recent years. During 2003-
04 work was undertaken to promote use
of the funds with the Department’s new
business support products.

The Structural Funds Regulations require
individual programmes of expenditure to

Expected RSA expenditure by region for 2003-04 (£ million)

:5 IL im

Maorth Esst  North West  Soath East  Sowth Waest Waest

Midlands Hl.llTIi-'.lId-I

17 Furthar informatan about ASA is paiabie from s dd, gov.uk/supparyrsaf 2512001 hm
} Industrial Development Act 1982 Annual Rleport. ISBN 0-10-201043-X
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Figure 9.3:
250 BN FProgrammes beginning 2000
I Programmes ending 1998
200
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Yl
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9.1

0.32

meet annual spend targets 1o avoid loss
of funding. 2003 was the first year in
which all UK programmes had targets to
meet and, with the exception of a small
under-spend in the fisheries programme
outside Objective 1, these were all
achieved.

Current Structural Funds programmes
last until 2006. Discussions are currently
underway on a new round of Cohesion
policy for 2007 onwards, which will have
to take account of enlargement.

Following a Uk-wide consultation on the
future of the Structural Funds post-2006,
the Secretary of State confirmed in a
statement to Parliament on 17
September 2003 that the UK
Government's proposal for an EU
Framewaork for Devolved Regional Policy
would form the basis of its negotiating
position in Europe. Under this proposal,
EU Member States would agree a set of
common, outcome-focused objectives
for economic and social cohesion, based
on the pricrities set at the Lisben
European Council of March 2000,

Mare prosperous Member States, such
as the UK, would fund their own regional
policy with EU resources concentrated
on the poorer Member States. On 11
December 2003, the Secretary of State
made a second statement to Parliament
providing further information on how the

18 Further demis a3 waww.dt fevdichouropaiwhats i il
20 Full text of the White popar and fusther dotails svallable from weandTLgov uiimaaticniwhitepaper

21 Avnilabie st e G o ukfstellentproupaisdpm_plannmgidocuments/pagafodpm.plan_ 26232 hosp

European Regional Development Fund Provision (DTI element - £ million]

1998-99 1999-2000 2000-01

H001-02  H02-03  2003-04  2004-05  2005-06

proposed approach could work in
practice and responding to questions
raised during the consultation exercise!?.

Influencing other Government
departments

933 During 2003-04, the Department

successfully contributed to the Aviation
White Paper, which was published by
the Department for Transport in
December 200320, Reaction from the
business community has been broadly
favourable.

9.34 The DTI has also successfully

contributed to the ODPM review of
Planning Policy Statement 6: Planning for
Town Centres. The revised document?!
places a greater emphasis on positive
planning for retall development.
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nternational Achievements

Introduction

The challenge for the Department is to
“improve the relative international
performance of UK science and engineering
and its use by Government and society”.

101 There are strong links between science,

102

mnnovation, productivity and subsequent
sustainable economic growth. A vibrant
Science and Engineering Base (SEB) is
one of the key drivers of future UK
economic success. The DTl is working
10 create a virtuous circle of innovation,
where the very best research leads on to
the successtul exploitation of ideas and
knowledge by business, and others. The
UK SEB is already world class. With 1%
of the world's population, it produces
8% of the world’s scientific papers and
receives 9% of the world's citations of
scientific papers. Overall UK scientific
parformance is a clear second to the
much larger USA, and significantly ahead
of larger countries including Japan,
Germany and France.

But this world-class research base must
be sustained and developed. Links with
business and other users need to be
further strengthened. The department
must encourage greater public
engagement with science and a dialogue

I Bowine Spangilorm Encephalopatiy
2 Maoasles, Mumps and Bubella Vaccine

103

SCIENCE AND ENGINEERING ‘

that leads to an improved mutual
understanding between scientists, policy
makers and the public. This is an area
that has assumed an increasing
importance as a result of issues such as
BSE!, Genetically Modified {(GM) food
and MMR2. The private sector is
reluctant to invest heavily in high-risk
and long-term fundamental research, but
the Department is committed to funding
basic research and creating an
environment where it can thrive. This
research also provides a base, in the
form of facilities and trained people, that
can be used for more directed research
supporting evidence-based policy making
right across Government,

The Department, through the Office of
Science and Technology (OST), supports
the Government's Chief Scientific
Advisor, ensuring that good science is
used effectively by Government
departments, promoting UK involverment
in EU science and technology activities
and, more generally, UK science and
technology abroad through bilateral and
networking agreements. The O5T is n
investing approximately £2.5bn per year
in UK research - key areas of spend
include increased investment In
Research Council core activities, new
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Achievements in 2003-04

HIGHLIGHTS OF 2003-04

between funders, users and prcw:iders of
the research base. The Forum held its
inaugural meeting on 26 September
2003, with membership including
representatives from industry, charities,

Research sustainability

DUAL SUPPORT REFORM
CONSULTATION

10.11 Central to Government SEB policy is the

need to put the UK Research Base on a
sustainable footing and to this end the
Dual Support Reform Consultations

was launched on 28 May 2003. The
Consultation received 162 responses and
it is envisaged that the Government’s
tormal response to the consultation will
be published in spring 2004.

10,12 A separate study” was undertaken

to examing how to improve the
sustainability and strategic coherence
of the £1.6bn non-university public
research sector.

RESEARCH BASE FUNDERS
FORUM

1013 The Higher Education White Paper

“Investing in Innovation”# proposed the
establishment of the Research Base
Funders Forum, to promote dialogue

the university sector and Government
departments. The Forum's initial remit
covers sustainability and research
strategy issues.

Research Councils

THE RESEARCH COUNCILS

1014 The Department funds the seven UK

Research Councils (RCs): the
Biotechnology and Biological Sciences
RC, Council for the Central Laboratory of
the Research Councils, Engineering and
Physical Sciences RC, Economic and
Social RC, Medical RC, Natural
Environment RC and Particle Physics
and Astronomy RC. These RCs provide
funding for high quality scientific
research, training and world-class
facilities. The Department provides
funding for them through Grant-n-Aid.

6 Avsilatile ot ween 081 gov.ukiresearchdualsuppan Mm .
7 AIPS5: (Research Counci Inatitute and Publis Sactor Research Extabliah Sustmnability Stue
B Awailble ot wwew ot gov.ukipolicyfscience_strategy prf T T
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Research Councils Capital Assets |E million)

Figure 10.1:

" Fittings Construction

Net Book Value:

At 31 March 2003

BBESRC 177,389.0 - - - - 1,033.0 1,1320 1795640
CCLRC 150.9 4.1 100.7 - - - 420 3113
ESRC 25670 - - - - 32780 - 5.845.0
EPSRC 41 - - - - 1.6 - B.7
MRC 1288 - 0.6 - - 483 9.0 186.3
MNERC 116.3 - 0.8 - 67.8 159 14.6 204.4
PPARC 343 - 194 0.3 - - 7.3 61.3
Total 180,399.4 4.1 1215 0.3 578 43768 12049 186,164.9

*Lorsoiduted 1otal, isclugng £13.7m infeeast in D5 Joint Vamuns

Breakdown of significant international subscriptions by the Research Councils

‘Resoarch Cauncil Organisation/Activity 2002.03 2003-04 2004-05 00506
EPSRC Institut Laue-Langevin® 8.7 - - -
European Synchrotron Radiation Facility® 5.5 - - -

European Science Foundation 0.2 0.2 0.2 0.2

Total 14.4 0.2 0.2 0.2
CCLRC Institut Lave-Langevin® - 10.8 128 14.0
Eurapean Synchrotron Radiation Facility® - 6.1 6.6 6.7

Total - 16.9 19.4 20.7
MRC European Molecular Biclogy Conference 1.7 1.1 13 1.4
European Molecular Biology Laboratory 6.2 71 7.2 7.4

International Agency for Research on Cancer 0.8 0.8 0.7 0.7

Human Frontier Science Programime 0.9 0.8 0.8 0.8

Total 95 9.7 10.0 10.3
MERC Cizean Drilling Programme 20 1.0 - -
European Space Agency 41.3 41.0 416

European Science Foundation 0.2 0.2 0.1 0.2

: New Initiatives 0.4 0.8 0.7
'_ﬁtﬂ 2.2 429 419 425
PPARC European Space Agency 345 459 457 60.6
Anglo-Australian Telescope e 1.3 1.5 15

Eurcpean Incoherent Scatter Facility 0.5 0.5 0.5 0.5

European Organisation for Nuclear Research 689 727 745 741

European Southern Observatory 10.7 14.0 17.8 227

Total 115.9 = 134.4 140.0 158.5
European Science Foundation 0.1 0.1 0.1 01
TOTAL 142.1 204.3 211.6 233.2

Mot fhat frien 200308 snsparsissliny fer both L and ESAF mansfarag to CCLRC from ERSALC
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Figura 10.3:

Rezaarch Councils’ Income from Grant-in-Aid as a Percentage of Councils’

Total Gross Expenditure and the total Science Budget, 2003-2004

Research Council % of Couneils’ Total Expenditure | % of Total Science Budget
EBSRC 96.4% 10.8% }
ESRC 98.3% 38%

EPSRC 108.0% 19.0% _
MRC 75.3% 14.7% !
NERC 65.0% 8.3% j
PPARC 74.6% 9.5% ;
CCLRC 8.0% 0.6%

Figures 3.1 and 3.2 give details of all
RCs' capital assets and expenditure on
international subscriptions and detailed
information on their activities is provided
on their respective websites and through
publications such as their annual
reports?,

10.15 The Departrment reviews the accounts,
planned expenditure and operational
objectives of the RCs to ensure that they
deliver in ways that are efficient and
effective. It also leads in assessing the
past, current and likely future impact of
RC investments on the Science Budget's
strategic objectives for research;
training, knowledge transfer and science
and society,

10.16 Research Councils UK (RCUK)'? was
launched in May 2002 and a review in
2003 concluded that it had made a
promising start. The review recognised
that the RCUK's objectives had evolved
and expressed some concerns about
the clarity of rationales, roles and
responsibilities in a number of areas.
The RCUK Strategy Group endorsed the
review in June 2003 and agreed the
next steps to iImplementing its 13
recommendations''. In addition RCUK
pubhished a Vision for the RCs' research
over the next 10-15 years'?, and a
Synthesis of Strategies'?, providing a
picture of the current shape of research
and identifying emerging opportunities

8 Detads of the Ressarch Councits” finnia Roparts can ba bound at;

and challenges, as well as how they will
respond to these.

RESEARCH PRIORITIES

10.17 The e-Science research programme
aims to increase the effectiveness and
productivity of UK science and
engineering by addressing the major |
challenges in processing, communication,
storage and visualisation. |t will allow
research to be carried out that would
otherwise be impossible, or carried out
at a much faster rate and enable global
collaboration in key areas of science.

A UK Grid test bed has been constructed
around the academic SuperJANET4
network, eight regional e-Science
centres have been set up, headed by a
National e-Science centre in Edinburgh
and recently supplementad with five
further Centres of Excellence, an
e-acience community has been
established and produced a number of
successful application projects, industry
has been engaged and a national
institute set up to act as an international
focal point.

10418 Fifteen projects have already been
funded under the Basic Technology
Research Programme with a total
investment of £41m. three cross-council
regional seminars (in Leeds, London
and Edinburgh) were held during
March 2003, the Particle Physics and
Astronomy RC (PPARC) organised a .

S, DRI a0k, Wodvwooire ac ul, wiasw, esre. e Lky, whenseBpare . uil, areneeminc.ac uk), wew nere. s ulll, wves pnare.ac. ukl,

10 Furthiei dodadls at weaew reuk o k)

11 Further dotsils &t wwalicuk ac ukfdocumarmsiesew pul
12 Availabis 81w reuk se ukfdocumendsivision_final pdf

13 Avaiable 81 www. rcuk.ac ukkdocumentaisynihesis,_fial pdf




special meeting for its research
community and other local open
meatings were also arranged.

1019 The Rural Economy & Land Use

Programme’# was formally launched in
October 2003, with events in London
and around the regions. A call for
proposals was issued in September
2003 on 'Successful and sustainable
food products and food chains’, together
with a call for smaller scoping studies.
Future calls will address the other three
key themes - “Integrated solutions for
land and water resource use and
management”; “The environmental
basis of rural economies and
regeneration”; and "Economic and social
interactions with the rural environment”.

BRITISH NATIONAL SPACE
CENTRE

10.20 Following the review of the BNSC'®

in 2002, approximately £50m was
transterred to the RCs from 2003-04.
This has been incorporated into the
baselines of the Matural Environment RC
(NERC) and PPARC, who are now fully
responsible for European Space Agency
(ESA) subscriptions for Earth
observation, and astronomy and
planetary science respectively.

DIAMOND SYNCHROTRON

10.21 The Diamond synchrotron source'® is

the largest scientific facility to be built
in the UK for 30 years. The site has
been prepared and the main building
works started in October 2003. An initial
suite of beamlines has been agreed
ready for "switch on” in January 2007,
and discussions are under way to agree
a programme of additional beamlines
which will continue to build on the
capability of Diamond up to 2011.
Diamond Light source limited are

10: Science and Engineering THADE AND NDUSTAY 2004

continuing to recruit staff, and overall
numbers now stand at 109 {as at
January 2004).

MUCLEAR FUSION

10.22 The Department funds a fusion research

programme, which since 1 April 2003
has been funded and managed through
the Engineering and Physical Sciences
RC (EPSRC). This programme, which
includes Europe’s leading fusion facility,
the Joint European Torus (JET), is
undertaken by the United Kingdom
Atomic Energy Authority (UKAEA).

The UK is also involved, through the
EU, in the international partnership

on the International Thermonuclear
Experimental Reactor, the next stage
of fusion research.

Science and society

SCIENCE AND SOCIETY
DIRECTORATE

10.23 The potential benefits that society can

reap from S&T'? have never been more
important or more exciting. In order to
retain the UK's current position at the
cutting edge of world S&T (across a
huge range of disciplines) the
Government wants to ensure it has a
society that is confident about the
governance, regulation and use of S&T
and an environment where scientists
continue to have a clear "licence to
practice” from the public. To do this,
decision-makers must follow best
practice in public engagement

and dialogue, and in the regulation,
commissioning and use of research,
The Government must ensure that
there is a healthy supply of the brightest
and best people for post-graduate and
post-doctoral S&T research in academia
and industry in all key areas.

14 Funher details svailable at wwiw B5roac kel

15 Furthor details sviilabbe a8 www bose gov, ukfindes cfmi pd=304

B Furthe: datails svallabie st wwnw dlamond sc.ukf

A7 in this context, "Science and Technology” mciwdes: hard, physecal, natursl and social scance. engnesring, technology, mathematics, medicine and,

© constrection and the bullt rvirenment. it includes SET (Science. Engingarng and Technologyl, STEM (Science, Technology. Engineering end
Mathematics), ASET (Rossarch. Science, Engnearning and Tachnalogy| and SEM {Scmnce, Engineenng and Mathematcs), It #tse includes i

. linformaiion Tachnalogy, ICT (infarmation and Communicationa Technologyl snt ITEC {lndormaton Technatogy, Electronics and Communications,

-
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10.241n line with Government policy more and co-gperation amongst S&T

widely, the DTI must take steps to
promote the continuing involvement of
girls and women in S&T education and
to actively reduce barriers to the
representation of women in S&T careers
at all levels. If the UK is to take full
advantage of the strength of its research
base, the Department must both inspire
young people to take up careers in S&T
and encourage positive public
engagement with S&T, The
Department's Science and Society
Directorate was established in July 2003
with an overarching strategic cross-
departmental role. It is working with
partners and stakeholders to identify and
tackle major issues and provide fresh
evidence, insights, approaches and
solutions.

PUBLIC ENGAGEMENT

10.25 The Department has continued to fund

high quality, high impact projects that
aim to bring S&T and society together.
These include AlphaGalileo, an internet
based press office for the media that
aims to highlight the significance and
excitement of European research.

The Department has also continued to
support both Mational Science Week
(NSW) and the British Association
Annual Festival of Science. In 2003 there
were 834 registered events in NSW -
although more actually took place. As in
previous years, the national impact of
NSW was amplified by the significant
media coverage it received.

10.26In addition, the Department has begun
ta implement the recommendations

of the British Association for the
Advancement of Science’® which aim to
gain a better insight of both the supply
and demand for public engagement
activity, and encourage best practice

10.291n April 2003, and in response to “SET

communication practitioners and

funders. The implementation proposals
received wide support from a public i
consultation that took place between !
April and June 20032,

10.27 Promoting S&T in schools is an

important part of the wider public
engagement agenda. The Department

is very concerned that young people
should be encouraged 1o take up careers
in S&T. It is continuing to support the
SETNET scheme, which co-ordinates

the UK-wide network of 53 SETPoints?9,
These are ‘one-stop-shops' for
information about S&T that act as a point
of contact for collaboraticns between
schools and other organisations and
encourage publicity for events and
success stories in the local area. A wide
range of organisations have chosen to
route their schools” activity through
SETPoints.

10.28 SETNET co-ordinates nationally, and the

SETPoints deliver locally, the Science
and Engineering Ambassadors (SEAs)
programme which encourages young
scientists and engineers to visit schools
to explain their work to help teachers to
relate curricula subjects to the world of
S&T work and careers. The number of
Ambassadors has risen from 657 in |
December 2002 to in excess of 5,000 —
of whom about 40% are below 35 and
approximately 30% are women. !

WOMERN IN SCIENCE &
TECHNOLOGY

Fair"2! (the Greenfield Report), plans for
a new Resource Centre for Women in
S&T were announced and the
Government's 'Strategy for Women in
Science, Engineering and Technology'#
was published,

18 Tha BA's recommendations can be found at wises: U v ik foatiostbsan sasfpusatiancsty. pdf

18 The resuits of O5Ts public consuitaton on its responss to the BA THCOMIMEndEansg can wewesd &t
e, B o ullosTiosThusnesspusetipdisipovirasponse_0003 pdf

20 Maore details avaiatie at W sEned org Lk

21 The repont is avedablo at wwwi sardwomen gov ul/setdworen/resenrchihe_greenfiskd_rev

22 Tha strategy is avadable at WAWE st dwoman. gov ukisétdwamen/resenrchyThegreaniiekd respanss



10.30 A competitive tender was launched and

the contract subsequently awarded to
the consortium that put forward the
most exciting and innovative proposals.
The JIVE consortium?? (led by Bradford
College and Sheffield Hallam University,
and including Cambridge University and
the Open University) will receive
£800,000 per year for three years to run
the centre. Additional funding will be
available for the return to work
programme, and DfES will contribute
£200,000 for schemes aimed at
undergraduates.

RESEARCH CAREERS

10.31 The Department has been implementing

the recommendations of "SET for
Success” — Sir Gareth Roberts’ 2002
Review of the supply of people with
science, technology, engineering and
mathematical skills24. The main
achievements have been the
development and launch of an Academic
Fellowship scheme to provide 200 five-
year awards annually. This scheme is
aimed at providing a clear career path for
researchers, allocation of funds towards
providing additional support for doctoral
students and post-doctoral researchers
in areas of recruitment and retention
problems, encouraging the provision of
transferable skills training for young
researchers, and the launch of the final
report of the Research Careers
Initiative?s.

THE ROYAL SOCIETY

10.32 The Royal Society?6, a Grant-in-Aid

funded body and the UK national
academy of science, plays a crucial role
as the champion of top quality science
and technology. In 2003, 47 new
University Research Fellowships and
seven new Dorothy Hodgkin Fellowships
were awarded to outstanding young
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scientists. Seven new Industry
Fellowships were awarded to promote
collaboration between industry and
academia and 12 Research Mernt Awards
were given to eminent scientists to
attract them to the UK or encourage
them to remain within the UK. The
Society supported a total of 463
research professors and research
fellows, while grant schemes provided
funding for conterence participation,
laboratory refurbishment and research to
over 1,335 other scientists.

10.33From an international perspective, the

Society launched the new Science
Metwarks scheme and 16 grants (eight
for China and eight for India) have
already been awarded. The scheme aims
to initiate and encourage “bottom-up”
networking between young and
excellent UK and overseas post-doctoral
scientists. The Royal Society runs three
other exchange schemes, providing in
many cases funds for travel, subsistence
and accommodation only. Short visits are
between one week and three months to
initiate one-to-one collaborations and
gain access to complementary
equipment, data, observations and ideas.
In 2003, over 450 scientists have been
awarded these grants. Joint projects
support the costs of the interchange of
personnel between research groups in
the UK and overseas. In 2003 the
Society supported 100 new projects and
90 ongoing projects. Fellowships provide
an opportunity for young scientists to
carry out research in a different country
and 25 UK fellowships to Canada, New
Zealand and Australia and 24 fellowships
from the USA and two from east and
south-east Asia to the UK were
supported during 2003.

23 More details avaistle a1 waww e1stwest bradfordbalage ac. uk
24 Miore datais fram v mmw.m_wdocum:_ﬂ..cememn:se_.tnu_;:-ra-duc::Mm'rc:wm,,aM_emamnu.'m:_-n:,rnbﬂu.drn
ﬁ Full text at v universctiosy ke factivitios R CldownioadsPCI_fmal pat
26 Mors information about the Royal Socety and its activities can bo found at wwaw revalses. ac uk!
=
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THE ROYAL ACADEMY OF
ENGINEERING

10.34 The Royal Academy of Engingering?’,

another Grant-in-Aid funded body, brings
together over 1,200 distinguished
engineers from all disciplines, to
promote excellence in engineering for
the benefit of the people of the UK. In
2003 the Academy supported a total of
44 Research Chairs, Senior Research
Fellowships and Post-doctoral Research
Fellowships; made 17 Global Research
Mwwvards; 635 international Travel Awards;
supported 18 Industnal Secondments;
supported 141 Visiting Professors in
Engineering Design and Design for
Sustainable Development; and made 40
Engineering Professional Development
Awards to SMEs involving 902
engineers. In the financial year 2002-03,
industrial funding for the Academy of
E10.1m complemented the
Department’s funding of £4.77m.

Exploitation

FUNDING

10.35This fund is the DTI's pnmary tool for

encouraging transfer from Higher
Education Institutes (HEIs) to business.
The second round of the Higher
Education Innovation Fund (HEIF) was
launched in December 2003, with a
closing date of February 2004. Total
funding of £187m will be available in
2004-05 and 2005-06.

10.36 The second round of the Public Sector

Research Exploitation Fund competition
was completed, and will provide £15m
to public sector research organisations to

support development of knowledge
transfer activities.

SCIENCE RESEARCH
INVESTMENT FUND

10.37 Bids from UK universities for £950m of

science research infrastructure funding

were assessed and approved by the UK
Research and Funding Councils. The DTI
has awarded, subject to conditions, £8m
from the Science Research Investrnent
Fund restructuring and rationalisation
fund towards the research infrastructure
costs of the proposed merger of Cardiff
University and the University of Wales
College of Medicine.

Science in Government

SCIENCE STRATEGY

10.38 As part of its role in promaoting good

practice in the use and management of
science in Government departments, the
DTl is presently working with OGDs to
assess their Science and Innovation
Strategies for quality and effectiveness
and will also consider the degree to
which Government-funded research
encourages the pull of new techniques
and technologies through to the wider
UK economy.

10.39 Most Government departments now

have costed science and innovation
strategies and others are being refined
against the background of the
forthcoming spending review. Most
departments have appointed their own
Chief Scientific Advisers who are
working to ensure that departmental
activities are well directed and based on
sound science.

ENERGY AND THE ENVIRONMENT

10.40 The Chief Scientific Adviser has chaired

quarterly meetings of the High Level
Energy Group to oversee
implementation of the Energy Research
Review?® recommendations and to
promote co-ordination of public-funded
energy research. He has also been
actively involved in communicating the

scientific evidence for climate change

and the need for urgent action to reduce
greenhouse gas emissions, including
internationally in support of the

27 Mare information about tha Hoval Asadery of Enginoering ind s sctivisies can be found 81 W, g o . Ly
48 Full tenr of the Report avsilable from wwsrost oo ukinolieyfissuasicas_ sngl




Government's global climate change
objectives.

HEALTH AND BIOTECHNOLOGY
ISSUES

10.41 The Department has contributed to

negotiating a strategy on stem cell
research and therapeutic cloning within
the EU and United Nations (UN). It has
also launched a new independent study
to examine in detail the benefits and
risks of nanotechnology. This technology
involves working with materials on the
nanoscale = 80,000 times smaller than
the width of a human hair.
Manotechnology has the potential to
improve the UK's health and wealth but
it is important that any necessary
regulatory framework is in place early on.

‘GENETICALLY MODIFIED' PUBLIC
DIALOGUE

10.42 In 2002 the Government initiated a

public dialogue on GM organisms and
much of the substantive public work on
this took place in 2003-04. The public
debate, 'GM Nation' was in June/July
2003 and comprised over 600 public
meetings, and publication of a report in
September 20032, The GM Science
Review panel included both specialist
and non-specialist scientists and social
scientists from a wide range of
backgrounds outside Government and
was chaired by the Chief Scientific
Adviser, working with the DEFRA Chief
Scientific Adviser, with independent
advice from the Food Standards Agency.
The first report, published in July 2003,
was downloaded from the dedicated
website by over 20,000 readers and a
second follow-up report, taking account
of the results of the public debate,
comments received on the first report,
the GM farmscale evaluations and
significant new relevant science,

was published in January 2004,

Fi 10.4: Estimated benefits to UK
Tt business

Extra business turnowver
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AEBC

10.43 The Agriculture and Environment

Biotechnology Commission?®, an
independent commission receiving
support from the Department, published
its third major report to Government,
“GM Crops? Coexistence and Liability”
in November 2003.

CIVIL CONTINGENCIES

10.44 The Chief Scientific Adviser has

continued 1o consult scientists and other
expert advisers to ensure that the
Government's contingency plans,
including those against chemical,
biological, radiological and nuclear
(CBRN) attack reflect the latest scientific
knowledge.

LINK COLLABORATIVE RESEARCH

10.45A Strategic Review of LINK Collaborative

Fesearch?!, undertaken by an
independent panel and funded by the
principal RCs and Government
Departments sponsoring LINK, was
published in September 20033, The
overall conclusion was that "LINK has
generated manifold and substantive
benefits during its life and remains a
valid and important element of the UK
Government's portfolio of innovation
support measures”,

10.46 The Review report included estimates of

the benefits of LINK projects to UK
business as follows:

£700m - £2,400m*

Increased profit

£250m - £500m*

Increased employment

15,000 - 25,000 posts®

["Fouwen, caloulated Dy Technopole Lid, and v and high asiiranes dai the dingst
eitact of LIKK o6 ihe L aconoemy o J000:01]

10.47 LINK Collaborative Research, which 15

managed by the Department on behalf

* 29 Further details and full text of the Raports avadatie from wwsgmpuidcanbate ol

30 Full datails about AEBC and its wark can be found 81 w2 aube.gov.ukf

: = e
81 Fuithar dotsils about LINK Caliaborative Resoarh ane avaiable al wiw o5t gov.ul/ink; or tha LINK Diectorata, &mail bnk ost@ginet. gov
| 32 “Swategic Roview of LINK Collsbarative Resesrch: Report of the Indepencient Fiview Panel®, Segtember 2003 Full Repor available at

[+ 9

Aanwne 054 gov. ukilink
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of the 14 current sponsors, is the
Government's principal mechanism for
supporting research partnerships
between UK industry and universities
and other research base organisations.
Partnerships undertake pre-commercial
research projects, which are normally
managed within programmes.
Government expenditure on LINK
projects was £43m in 2002-03 (from DTI,
0GDs and the RCs) and this was more
than equalled by support from company
participants, of which there have been
over 2,500 to date.

FORESIGHT

10.48 Foresight3? aims to provide challenging

visions of the future, based on current
developments, to ensure effective
strategies are developed. It does this

by providing a core of skills in science-
based futures projects and unequalled
access to leaders in Government,
business and science. The current round
of Foresight, which was launched in
April 2002, operates through a rolling
pregramme that looks at three or four
areas at any one time. The starting point
for a project area is either a key issue
where science holds the promise of
solutions or an area of cutting edge
science where the potential applications
and technologies have yet to be
considered and articulated.

10.49The Cognitive Systems project is the

first project 1o be completed under the
new Foresight Programme. The project
has created a model for developing inter-
disciplinary research agendas, and has
created a community with a shared
vision around cognitive systems as well
as an outline of what is needed to
realise that vision.

1050 Results from the Flood and Coastal

Defence project have shown that
changes in climate and population could
combine to significantly increase risks

from flooding and coastal erosion.
Foresight has worked with key
stakeholders, including DEFRA, to
consider how the UK could respond.

1051 The Cyber Trust and Crime Prevention

project is working with the HO to bring
the latest evidence-based scientific
thinking from a wide range of disciplines
to influence policy development. It is
bringing together leading business
people and officials with researchers
from social sciences, humanities and
physical sciences with a common
interest in next generation information
and communications technologies.

1052 The Exploiting the Electromagnetic

Spectrum project is tied into the DTI's
innovation agenda, and is providing a
vision for the future exploitation of the
spectrum to ensure increased UK
exploitation of technology. The critical
outputs will be roadmaps detailing
options and responsibilities arising from
the opportunities identified.

1053 The fifth Foresight project, on Brain

Science, Addiction and Drugs, has been
launched. Due to report in 2004-05, it
will address issues relating to future
developments of legal and illegal drugs,
together with the implications for society
over the next 20 years.

International achievements

THE DOROTHY HODGKIN
POSTGRADUATE AWARDS

1054 In MNovember 2003 the Prime Minister

announced a new initiative to bring high
quality students from overseas to top UK
universities to study for PhDs in science.
The 'Dorothy Hodgkin Postgraduate
Awards' will be fully funded and open

to top quality science, engineering,
medicine, social sciences and
technology students from overseas to
study for PhDs in highly rated UK
research environments. The first "pilot’

33 Datails nbout Foresight and the foredight projects can be found a1 wwwfaresight. pov.uly




intake in October 2004 will allow over
100 PhD students from India, China,
Hong Kong, Russia and the developing
wiorld to study in the UK. Joint funding
will be provided by Government, via its
RCs, and the private sector.

1055 These students will contribute to the UK

science base during their time here and
hopefully future research and
commercial collaboration with
participating countries will be made
possible. Essential scientific expertise
will be gained around the world when
they return to their parent country.

GETTING THE BEST FROM
EUROPEAN RESEARCH

1056 Research increasingly needs to be

conducted on a scale and with the
quality of inputs that is only possible
through international collaboration. The
Government supports the establishment
of a European Research Area (ERA) in
which national research policies and
research programmes are aligned better
toward shared goals. The Department
co-ordinates activity under this policy,
working with the RCs and OGDs.
Achievements include a joint programme
on economic and social research
including the Economic and Social
Science RC (ESRC) agreement to more
streamlined co-operation on the
protection of intellectual property and a
plan to co-ordinate funding of research
infrastructures.

1057 The R&D Framework Programme, with a

budget of €17.5bn, is the main EU
instrument for funding research in
Europe. The current Sixth Framewaork
Programme34 (FPE) focuses on larger
scale, longer-term projects with a
significant future impact on terms of
innovation and competitiveness. The
promotion and advisory services are now
established in a Central Information Point
(CIPJ35 in conjunction with an integrated

34 Further dotals at i europs e inlfoomminsesrchyipe/index_en htmi
35 Further detsts at weern fpBubost gov k!
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network of National Contact Points
(NCPs) for the thematic areas.

1058 The Government has expanded its

promotion and advisory services to UK
organisations and the Department is
seeking to integrate these services with
other existing business support
mechanisms, including those offered by
Regional Development Agencies (RDAs).
In addition, the Department introduced

a new central information service in
December 2003. It has also taken up the
concerns of UK participants and OGDs
10 secure improvements in the
Programme’s implementation, including
reviewing how business could be better
engaged, better communications of bid
requirements and reducing bureaucratic
procedures.

1059 Negotiations for the next Framework

Programme will start in 2005. The
Department takes the lead in formulating
and representing the UK line during
these negotiations. Work has already
begun on preparing the UK position,
including initial consultation of key
stakeholders. A formal public
consultation will be launched in spring
2004. In addition to these consultations,
the Department has commissioned an
independent evaluation of the
programme to inform the UK approach.
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Total OST expenditure on science 1,882.5 2,075.1
of which:
Biotechnology and Biclogical Sciencas
Research Council 230.1 2526 267.5 2829 324.2
Economic and Social Flgjgarch Couneil 749 779 94.5 104.0 119.8
Engineering and Physical Sciences
Research Council? 4811 5104 4669 490.0 5448
hMedical Research Council 390.1 360.5 A53.5 452.5 497.0
Matural Environment Research Council 2286 2419 317.2 3171 3399
Particle Physics and Astronomy
Research Council 2192 249.0 2642 273.0 292.0
CouncH for the Central Laboratory of the
Research Councils 427 426 1299 123.4 127.8
Research Councils’ Pensions Scheme 270 285 297 31.1 332
Royal Society 26.0 288 29.2 31.0 324
Royal Academy of Engineering 4.3 4.8 5.3 5.6 59
Hoberts review (unallocated) - - 7.8 19.3 6.2
Diamond Synchrotron 46 14.9 414 82.9 52.6
Joint Infrastructure Fund 101.7 85.3 440 - -
science Research Infrastructure Fund 6.1 105.0 250.0 296.6 300.0
Capital Yet 10 be allocated - - 16.3 52.4 54.4
Knowledge Transfer - - - 11.8 123
Science Enterprise Challenge Scheme 25 4.8 50 - =
Cambndge/MIT Institute 4.2 10.7 14.0 14,0
University Challenge Fund 59 7.3 50 -
Higher Education Innovation Fund 48 228 40.0 60.3
Exploitation of Discoveries at PSREs 29 50 0.0 4.7
Foresight LINK Awards 0.4 25 50 20
OST Initiatives 8.2 23 6.0 5.3
Delivering Sustainability - - - B.4
Exchange Rate and Contingency Reserve - - 2.0 36.0
Nuclear Fusion 14.3 14.6 - -
Contract of Association 29 29 = -

& Tha 20011402 aie taken from me OT) Resouce Accogima

0 Tr JOO03 figuires aim the not piovision in the Wetns Soppiementary Essmalss
© Figprps nciudde EU Cover.

0 EFSRC imciuds Tigore for Mushas Fusion




WORKPLACE

Introduction

| _PSA Targets 9 and 10
! Plans for 2004-05
Achievements in 2003-04

Skills
Diversity

agisiative Framework
Labour Markets
Employment Relations

Introduction

The challenge for the Department is to
“"maximise potential in the workplace by
raising the level of and demand for skills,
developing a diverse and flexible labour
market, and increasing the take-up of ways
of working that foster high performance
workplaces”.

Additionally, outside the workplace, the DTI
will promote gender equality and diversity
across Government and internationally.

111 The UK already meets the employment
targets set at Lisbon in 2000, but this
good overall record masks lower
participation rates for particular groups in
society. The main concern about the UK
labour market is not employment levels,
but rather the quality skills demanded of
the workforce and the responsiveness of
the skills supply chain to meet this
demand. Higher skills levels both
improve productivity as workers work
more efficiently and effectively and also
lead to higher quality jobs. The UK has
some world beating, highly capable
organisations, for example those that
win places on the list of 100 Best
Companies to Work For in the UK, but
others need to join them.

MAXIMISING POTENTIAL IN THE

11.2 |n the future, the UK will have to
compete more and more on the basis
of unigue and innovative products and
services. This will require inspirational
leadership, stronger management skills,
a highly trained and motivated
workforce, a flexible labour market that
promotes diversity and fair treatment,
and workplaces that recognise
environmental issues and the need for
greater resource productivity.

PSA Targets 9 and 10

11.3 Some of the work carried out within this
business objective contributes to the
Department’s PSA target 9 (SR2002), to
bring about measurable improvements in
gender equality across a range of
indicators waorking with all departments,
and PSA target 10 {SR2002)2, to increase
the employment rate and significantly
reduce the difference between the
overall employment rate and the
employment rate of ethnic minorities
{a joint target with DWP).

Plans for 2004-05

11.4 The DTI will look at the costs and
benefits of regulation, as well as
alternatives to it. The Department will
only change employment law twice

1 Full teoet g techmecal note. at s ot go. Ul sbaut/psalpss_tergai_Shtm
2 Full weot and techmical note 50 wewssodn gow. uicibout/paafpse_targel 10
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[ R R

during the year, on 6 April 2004 and

1 October 2004, and, in order to allow
employers, employees and other
stakeholders time to prepare for such
changes, a statement of expected
legislation will be published each
January, In addition, guidance on new
legislation will be published 12 weeks
before it comes into effect,
supplemented with practical "how to”
guidance. The DTI will provide effective
enforcement mechanisms for the
National Minimum Wage (NMW)
leqislation, the Working Time Directive
(WTD) and the Employment Agency
Standards legislation, and will continue
to influence European proposals for
further labour market regulation.

The Department will continue to work
towards mainstreaming equality and
drversity issues across Government and
in the regions, including the creation of a
single equality body that will be
responsible for creating a strong
partnership with business to tackle
discrimination. In addition, it will
continue to prepare for the regulations,
coming into force in 2008, preventing
age discrimination. The Employment
Tribunals Service? (ETS) and the
Advisory, Conciliation and Arbitration
Service* (Acas) will work together to
streamline dispute resolution processes.

HIGHLIGHTS OF 2003-04

Fil details sbhout ETS avadiable ot www ot gow uk
Ful detaily about Acas ovaiabls o vk ocas eng ok
More detalls avaiabie n1 wisw 8508 o0, wkisbautsbout shimi

Awailable at ww. ot gov.uk/uEinng_development/skills. him

116 The Department will drive forward the

implementation of the Skills Strategy. It

will work with a range of stakeholders to

help engage employers in what they
need to do to move up the value chain,
raise and articulate their demand for
higher level skills, ensure these skills are
deployed effectively and to take up and
enjoy the full benefits of adopting high
performance practices.

Achievements in 2003-04
Skills

11.7

EVIDENCE AND ANALYSIS

Over the last year, the Department has
worked closely with DfES and other
partners, such as the Sector Skills
Development Agency® (SSDA), to
develop a stronger research and
evidence base. One project on "tackling
the low skills equilibrium” raised the
debate on the nature of demand for
skills in the UK. Another, on "informal
learning and productivity” showed that
informal learning plays a key part in
company performance. Other research
showed how DTI business support
products, addressing wider issues such
as innovation, also raise demand for
skills. In all, the DTl published eight
reports on skills related issues® and held
a serias of highly successful seminars
covering mast of the major topic areas
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{regional knowledge economy, Sector
Skills Councils (S5Cs), skills for
enterprise, informal versus formal
learning, and others).

STRATEGY AND DELIVERY

Effective cross-Government working led
to the successful launch and publication
of the Skills Strategy on 9 July 20037
This sets out the Government's agenda
for acting on both the demand for, and
supply of skills as a major contributor to
raising productivity. It commits the
Government to creating a more demand-
led training system. A key commitment
resulting from this work is to ensure that
"employers are centre stage”.

The DTI has established strong links
between this Skills Strategy, its own
Strategy® and the Innovation Review?
and the Secretary of State now jointly
chairs the Skills Alliance’d, with the
Secretary of State for Education and
Skills, to ensure delivery of the Skills
Strategy.

11.10 Employers are well represented in the

network of SSCs and, through its joint
sponsorship with DfES, the DTl is fully
committed to this network. Ten five-year
full SSC licences have already been
granted and 13 S5Cs are currently in
development stage. Business Relations
Sector Teams are engaging their S5Cs to
address employers’ needs for skills,
including through the development of
pathfinder sector skills agreements and
the implementation of sector-based
Innovation and Growth Team (IGT)
recommendations.

11 The DTI also works closely with the

Regional Development Agencies 1o
ensure that there is full business
engagement in the Regional Skills

i Full text mvailoblo at werwy s pov uk/skBsarrategyskils shiml

- Full st and anahysis avaiabln ot wsnsdbl goveukjabout /s tratagy 2003 rmi

. DTl “Compating in the Glaba! Economsy: the lanpvian Chatiengs °, 17 Decernber 2003, minlable ot W dlt o ukmndvationr ooy
0 Mora detsits sbout tha Skills Allisnce svadable from www dies. gov ukjskilsstategy/

Full 1axt of the code is availabie at wiww hrmso, gov.ukisis2 00320032865 hm

Full datails, mcluding The Cabinet Othce Repoit are svadable at 164,36, 263 SSpayinay Hrm

3 hbore intormation available a1 164 36 263 S8ipenyupdate_queston itm
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Partnerships and that a real impact on
business performance can be made in
each region.

1112 A joint DTI/DFES Leadership and

Management Project Team has been
established and an action plan is being
implemented. The DTl is leading work
on inspired leadership, and carrying out
research into the role that investors’ play
in influencing management practice.

Diversity

EQUAL PAY

11.13 Whilst employment levels for women

are high, a pay gap between the sexes
still persists, despite egual pay and sex
discrimination legislation. The
Department woarked with the Equal
Opportunities Commission (EQC) to
produce a revised Code of Practice on
pay and this came into effect on

1 December 2003". It has also
established a target for pay reviews,
with a target of 35% of large companies
to undertake pay reviews by 20086.

11.14 The Department has worked with the

Cabinet Office to review civil service
pay. The Cabinet Office published a
summary report of the findings, which
showed a reported average gender pay
gap of around 5% in favour of men
within pay bands'2.

11.15 In April 2003, the DT intreduced an

equal pay questionnaire to help women
who believe they may not have received
equal pay to request key information
from their employers to establish
whether they could or should pursue an
employment tribunal claim'3. The
Department launched a consultation on
speeding up and simplifying equal value
tribunal procedures in March 2004.
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PROMOTING DIVERSITY AND SOCIAL JUSTICE

GENDER 1119 In June 2003 the DTI published a
11.16 A diverse labour force is a good source consultation paper'? proposing the
of innovation and creativity and the creation of a new legal status for same-
Department promotes the benefits in sex couples, providing a range of rights
order to help innovation and create a and responsibilities for those couples
more open and fair society. It published that wish to register. In Novernber 2003
Delivering on Gender Equality '4, a plan a summary of responses was published
setting out what Government will deliver which showed that 83% of respondents
over the next three years on issues such supported the principle of a civil
as childcare, equal pay and flexible partnership scheme. The Government
working, as well as setting out the has announced its intention to bring
broader context of work going on right forward a Civil Partnership Bill'8 in this
across Government to make a positive session of Parliament.

impact on gender eguality. , . S
2E - SRR 11.20Following a national fact finding tour of

domestic violence refuges, research is
now being undertaken on the economic
and social costs of domestic violence. In
April 2003 the DTl launched a year-long
campaign to provide helpline information
through black cabs to women
experiencing domestic violence'?.

11.17 During 2003 the DTI, jointly with the
Chancellor of the Exchequer, ordered a
review of the role and effectiveness of
non-executive directors on boards. Sir
Derek Higgs, the report’s author,
identified the monochrome nature of
current boards and recommended that
companies adopt a more lateral approach
to recruitment’®. In June 2003 the DTI
commissioned further work to look
specifically at how it could encourage
greater diversity of directors on boards
and a campaign to encourage diversity in
the boardroom has been launched.

11.21The DTI, in partnership with OGDs,
produced the UK's 5th periodic (four-
yearly) report for the Convention on the
Elimination of all Forms of Discrimination
Against Wornen2?, which reports on the
progress made on legislative, judicial,
administrative or other measures

1118 On 30 October 2003, the Government adopted to give effect to the provisions

announced the creation of a new
Commission for Equality and Human
Rights that will take responsibility for

of the Convention between 1999-2003,
as well as following up on outstanding
comments from the 3rd and 4th reports.

new laws on age, religion or belief and
sexual orientation, and for the first time
provide institutional support for human
rights. A Task Force'S has been
established to advise on the governance
and structure of this new body ahead of
a White Paper in spring 2004.

11.22In July 2003 the Secretary of State
attended the "Voices of Women in Irag”
conference in Baghdad, which aimed to
enable women to play a full part in the
peace process, and encouraged the
astablishment of an Iragi National
Women's Higher Council.

14 DT1 "Dedivering on Gender Equality ™, June 2003, 1l text madable a1 164 36 263 DEfresaarch/Tolrvnsmgon_Gonder pdf
15 Full vext of the: report availabls at woded d govukeldinen_ewoc_reviow/pdfshigosreparn ot
T Furthar Informaticn about shiy Commisaion for Equality and Human Fights and tha Task Force can ba found at
e s = s
wton docurnant, “Civil Farnarship; A framewodk for the " i i |
svailabie trom 168 36 753 38gbt/partnarshig. htrm e skl -
18 Full toxt of the Bill svadable o wvevs ool inere . the=seationang-olfioe co uigpata200 1 02 A=/ 1200204 1, htm
19 Furthor detaits available ot 162,36 263 98/domastic_vialncalindax hem

20 DT "Changing Workd, Changing Lives: Woman in thea UK since 18987 svadsbie a1 W, wWamenandegquaityunit gov. uk/eu_int/un htm




WOMEN'S NATIONAL
COMMISSION

11.23The Women's Mational Commission?!
(WNC) is an advisory Non-Departmental
Public Body (NDPBJ, which provides an
effective two-way communication
channel between women and
Government. During 2003-04 it has
undertaken a major national consultation
with women survivors of domestic
violence; convened an expert group on
temale genital mutilation, which advised
the Home Office (HO) on the Female
Genital Mutilation Bill and its
implementation in the community; and
produced a report, commissioned by the
HO, to the police on improving the
service they provide to women.

Legislative framework

EQUAL OPPORTUNITIES
COMMISSION

11.24The EOC22 js an NDFB funded from
Grant-in-Aid, which aims to combat sex
discrimination in Great Britain. During
2003-04 it has worked to persuade
employers to carry out pay reviews,
using its equal pay toolkit; used its legal
powers to conduct a formal investigation
into the Royal Mail and started two
General Formal Investigations into
pregnancy discrimination and modern
apprenticeships.

NATIONAL MINIMUM WAGE

11.25The NMW is a cornerstone of the
Government'’s strategy that aims to
provide employees with decent minimum
standards and fairness in the workplace.
On 1 October 2003 the NMW was
increased. The main (adult) rate for
workers aged 22 and over was raised to
£4 .50 an hour and the development rate,
for workers aged 18-21 inclusive, was
raised to £3.80, benefiting at least one
million workers. It has been announced
that further increases will take place in

11: Maximising Potential in the Workplace THADE AND INDUSTRY 2004

October 2004. The adult rate will
increase to £4.85 and the Development
rate will increase to £4.10. A new rate for
16 and 17 year olds above compulsary
school leaving age will also be introduced
and has been set at £3.00 per hour. 16
and 17 year old apprentices will be
exempt from this new rate.

11.26 The Department’s economists and
statisticians co-ordinated the drafting of
two Government submissions to the
Low Pay Commission, one covering the
proposed October 2004 up-rating of the
MMW and the other on the advantages
and disadvantages of a minimum wage
for 16 and 17 year olds??, The team also
prepared 14 full and partial Regulatory
Impact Assessments on proposed
employment laws and regulations during
the course of 2003-04.

National Minimum Wage

Figure 11.1: Enforcement Activity, April

to December 2003

Telephone enguiries 40,000
Complaints (received) 1,500
Investigations completad 4,100
Arrears identified £2,100,000

WORKING TIME DIRECTIVE

11.27 A number of sectors were excluded
frorm the WTD when it came into force
in October 1998, because it was
accepted that they would require their
own special rules, An amending
directive, which extends the directive
to workers in the road, rail, air and sea
transport, sea fishing, and offshaore oil
and gas sectors, came into effect on
1 August 2003. The DT| provided
information to the European Commission
for its review of the WTD, and ensured
the UK viewpoints were properly
understood and taken into account by
the Commission and other contacts in
Europe in drafting the amending
directive?s,

{21 Funthar detads of the WHNE and its achievernants ane avallable at www thewnc.ong ukf

2 Full detats of the EOC and Al schinvornants ane svailable st wiww.ooc ong.uk
23 Full st of these submisssons can bie found sl e digoy ukfesfnmnLPCamensions 2003, pd!
{24 Further dataits about the WTD are available 0t www.dti.gov.ukleriwork_time_regs/

s
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OTHER LEGISLATION Labour markets

11.28 The Department has improved and PROMOTING PARTICIPATION

implified existing maternity provisions, :
e Chit A . 11.31 During 2003-04, the DTl ran an ]
and introduced new rights to paternity _ e |
: awareness campaign to highlight the |
and adoption pay and leave. It has also ;
: : ! new laws for working parents and to
implemented a new flexible working law S
: encourage take up of the provisions
that provides parents of young and i A o D el e st
disabled children with a legal right to : ekl
: : developed to collect information about
request to work flexibly, with an -
sccornpansing rackiage of suppart 1 how the new laws are bedding down to
ensure that information is at hand when

hel loyers fulfill their duty of : : :
et hsih ' ) they are reviewed in April 20086.
considering such requests seriouslhy.

11.32The EU framework agreement on
Telework has now been implemented in
the UK and the Department facilitated
the discussion, agreement and
production of the associated Guidance
by the CBI, TUC and the UK branch of
CEEP. the public sector employers’
representative body2€, as well as 1
supporting its launch on 2nd September
2003 and subsequent dissemination.

11.29 Regulations have been brought into
force that prohibit discrimination in the
workplace on grounds of sexual
arientation and religion or belief. This will
make a practical difference to the lives
of many who may previously have
suffered unfair discrimination,
harassment or victimisation because of
their sexuality or beliefs. Proposals to
outlaw discrimination in employment on
grounds of age were published in the
summer and attracted over 400
responses from a wide variety of

BALANCING STANDARDS AND
LABOUR MARKET FLEXIBILITY

stakeholders, including employers, 11.33Through the challenge fund, the
unions, representative organisations Department has provided consultancy
and individuals. support to 45 organisations to help them

on projects that introduce flexible

it had agreed with both the CBI and .
TUI: a [ramewg[k f{:,r |mp|am&nt|ng the 11.34In collaboration with the P{}FT.UQUES'&

European Commission Directive on Government, the FCO and Non-
information and consultation of governmental Organisations, the
employees?. This was the first time Department produced a leaflet in English
the Government had approached and Portuguese to raise awareness of
implementation of European social UK employment rights amongst
legislation in this way, The legislation, Portuguese migrant workers. This was
which will come into force in spring launched on 18 November 2003 and has
2005, is a key element of the DTI's been distributed widely in Portugal and
strategic objective of maximising the UK.

potential in the workplace, and is 11.35To date, £42m has been paid under

designed to promote a more involved
and committed workforce, better able
to understand and contribute to the
business they work for,

the Icelandic Trawlermen’s Scheme to
compensate those who lost their
livelihoods as a result of the |celandic
Cod Wars. The scheme was extended
during 2003 to include additional vessels,

25 Further dotails and the implomantaton framework can be found g1 v 1. o Lk ferfoonaulestionprogosal htm
26 Guidance on Telowork availatle a1 weas dtl gow ukasfindridualfelewsar pl
27 Awaitable from weassLon gee ukideragency, em




which fished within |celandic waters but
were traditionally listed as Faroes.

Employment Relations

ACAS

11.36Acas Is an independent statutory body,

funded by the Department. Its aim is to
improve organisations and working life
through better employment relations and
its services cover information, advice,
training and Acas advisers waorking
directly with employers and employees
to resolve problems and make
workplaces more effective. The Acas
helpline deals with approximately
800,000 calls per year on & wide range
of employment issues, whilst training is
Acas’s fastest growing service area, with
a choice of short or longer, in-depth
sessions available,

11.37 Acas will have dealt with approximately

100,000 tribunal applications during
2003-04. It has a statutory duty 1o try
and resolve these complaints without
recourse to a tribunal hearing and three
out of four cases are resolved without a
full hearing. The UK continues to
experience low levels of working days
lost through coercive action compared to
its European partners.

11.38 Acas has continued to develop its

working relationship with ETS in
preparation for the fundamental changes
to tribunal regulations outlined in the
Employment Act 2002, which are due
to be implemented in October 2004, Its
Code of Practice on Disciplinary and
Grievance Procedures will need to be
revised in order to take account of these
new statutory procedures and a draft
Code was published for public
consultation in January 2004.

kﬁl‘ddﬂlmmﬂﬁ and its activities are svidolie 8t WIS gon k]
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EMPLOYMENT TRIBUNALS
SERVICE

11.39The ETS's?8 performance for 2003-04 is
detailed in Chapter 17.

Finure 11.2: Employment Tribunal
g i Applications by Jurisdiction

[Estimate)
Unfair dismissal 26% 21%
Unauthonsed deductions 23% 17%
Sex, race and equal pay 14% 19%
Other 37 % 33%

PARTNERSHIP WORKING

11.40Following public consultation on the
Review of the Employment Relations
Act 1999, an Employment Relations Bill
was introduced in Parllament in
December 2003.

11.41 Partnership at work refars to the
relationship between employers,
employees and their representatives and
1 about developing better employment
relationships at all levels. Where
partnership is successful, employers and
employees both recognise the
impaortance of their relationship and
positively work towards developing this
further for mutual reward. The DTI runs
a grant award scheme designed to
encourage partnership working, with
support invited on a competitive basis
during fixed rounds. The scheme offers
up to 50% funding of eligible projects,
to a maximum of £50,000, with the
applicants meeting the remainder of the
costs. During 2003-04, 93 grants were
awarded, including three strategic
partnership projects, which aim to
encourage partnership approaches within
sectors and tackle cross cutting issues.

WORKPLACE DISPUTES

11.42 During 2003-04, regulations to improve
the management of workplace disputes
were approved by Parliament following

10
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a public consultation. A separate
consultation was launched on new
procedures for Employment Tribunals.
Both sets of regulations are due to come
into force in October 2004.

EMPLOYMENT RELATIONS
RESEARCH

builds on earlier surveys, will greatly
enhance Government's knowledge of
British employment relations. The
Department, Acas, the Economic

and Social Research Council, and the
Policy Studies Institute jointly sponsor
the survey.

11.45 More than a dozen reports in the

11.43 The DTI has continued its active
programme of research on employment
relations and labour market issues,
including a Survey of Employment
Tribunal Applicants in late 2003, and
the publication of the results of the
employer and employee Second Work-
Life Balance Study?®.

11.44 Extensive preparation and consultation
was undertaken for the Workplace
Employment Relations Survey fieldwork,
which commenced in January 200430,
This national survey of people at work is
the most widely cited study of its kind in
the world, and the 2004 survey, which

Figure 11.3:

Employment Relations Research Series
were published in 2003-04%', including
three reports on working time issues,
two on age matters, an assessment of
the impact of employment law on smalil
firms, unfair labour practices in North
America, and an evaluation of the
Partnership at Work Fund. Three
research seminars were held during the
year, including a successful event on
labour market flexibility research32,

A new lunchtime policy seminar series,
open to members of the public, was
launched in February 2004.

Expenditure on Maximising Potential in the Workplace (£ million]

Total

of wihich:

The Employment Tribunals Servica! 53.7 653.3 71.9 735 749
Ernployment Relations Programmias 146 16.9 17.2 14.0 14.0
Grant-an-aid to Acas 38.1 67.7 46.9 479 488
Grant-in-aid to EOC 8.64 7.0 8.0 8.3 8.3
Grant-in-aid to WNC 03 0.3 0.3 0.4 0.4
Other gender equality and diversity? 0.7 1.2 11
Skills Programmes? 3.2 2.8 4.25 10.6 10.6

Inchatls [rogrerTiess, RV and capital
T inchudes an sddtoned paymens of [1 9 piven ba EDC dor reasuetanng
¥ Cabirwrl Do dd ot opette & progeamma Duaget

* Fana for J004-08 and 200508 inclucs planndd 30600 05 CARDRTY huilSnglons work
¥ Bohedas SETHET and ETH spard

29 Full repor availablo at wwww dit.gov ukferfinform hitm

30 Furthor mformation availabis &t waww. gt gov ok eremaWERS 2004 htm
31 Avnilalie froem wvw, gl gov.ukeriniorm. vm

32 Proceedings 1o be published as “New Diractions i Labow Market Flexiiity Research”, available at: wwwiti gov.ukfeconomics
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Increasing. Investment in Va

Introduction

The challenge for the Department is to
“improve access to finance for investment
in business and innovation to support
enterprise and productivity growth,
increase access to growth capital for small
businesses with growth potential, increase
investment in capital by UK businesses and
increase the number of SMEs exploiting
research and development”.

121

12.2

1. Full text and technics] nate 81 wiww.dti gov.uklaboutipsalnsa_tarpet_BHm

Despite recent gains, UK productivity
lags behind that of its leading
competitors, If the UK is to close this
gap is it essential that all UK businesses
have access 1o the finance they need to
make the investment necessary to grow
and bring new and innovative products
and services to market.

Although UK financial markets are
amongst the most efficient in the world
and the majority of businesses have no
difficulty in raising the finance they need,
there are some market weaknesses in
debt and equity markets. These
imperfections can cause problems, for
example, for businesses seeking start-up
tunding and businesses with high-
growth potential.

FINANCE FOR INVESTMENT

PSA Target 6

12.2 Some of the work carried out within this

business chjective contrnibutes to the
Department’s PSA target 6 (SR2002)!, to
help build an enterprise society in which
small firms of all kinds thrive and achieve
their potental,

Plans for 2004-05

124

125

126

The Department will continue to operate
the Small Firms Loan Guarantee scheme
ISFLG) m partnership with commercial
lenders and will undertake a review of
the scheme to ensure that the
Government is doing all it can to help
small firms overcome the obstacles

to raising debt finance.

It will examine the scope to develop

an Enterprise Capital Fund (ECF)
programme to increase the availability
of growth capital to small businesses
affected by the equity gap. A pathfinder
round of ECFs will invest a combination
of private and public capital in small
businesses seeking up to £2m of equity
finance.

The DTI will support continued
investment by the Regional Venture
Capital Funds, Early Growth Funds and
the Bridges Community Development
Venture Fund to address the equity gap

103
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and 1o help small growing businesses
access the growth capital they need.

In addition to these measures aimed at
improving the supply of finance, the
Department will also take forward
measures aimed at improving the quality
of demand for finance.

127

The Department, through the Small
Business Service (SBS), will wark with
the Regional Development Agencies
(RDAs) to roll out investment readiness
initiatives. Building on the evaluation of
the series of demonstration projects that
ran during 2003-04, the SBS will seek to
develop expertise and disseminate best
practice.

128

128 A no-nonsense guide to access 1o
finance for small businesses will build on
the successful model of “The no-
nonsense guide to Government rules
and regulations for setting up your
business” to provide clear and accurate
advice to all small businesses looking for
external finance. The document will be
available in paper version as well as via

the www.businesslink.gov.uk portal.

12.10 The DTI will continue to work closely
with HMT and the FSA to ensure that
the implementation of the various
Directives under the European Financial
Services Action Plan provides a

supportive environment in which UK
business can compete effectively.

1211 The Department will also work with

HMT and the IR to promote the R&D Tax

Credits that have been introduced 1o
encourage greater levels of R&D
investment by UK companies. This will
include the continued promotion of the
messages from the annual R&D and

Value Added Scoreboards concerning the

value of R&D.

Achievements for 2003-04

Finance and investment in
innovation

1212 The causes for market weakness in the
provision of small amounts of risk
finance ("the finance gap”) arise from
problems of imperfect l[asymmetric)
information and, following on from that,
structural issues around the search and
examination (diligence) costs of making
small investments. Many of these costs
are fixed regardless of investment size
s0 are proportionately higher for smaller
investrments.

1213 The lack of investment activity within the
finance gap also means that information
on the risks and returns of such
investments is lacking and this can put




off would be investors. There is also
evidence that these problems are
particularly severe for the UK's
disadvantaged communities.

12.14 By targeting interventions as closely as

possible to the causes of the market
weaknesses and working with the
private sector, the Department seeks to
improve the overall financing
environment.

1215 Building on the successful introduction

of the Large Company and SME R&D
Tax Credits, the DTI, in conjunction with
HMT and the IR, has undertaken a
fundamental review of the definition
of research and development for tax
purposes. This has involved significant
consultation with business and a new
definition, which has been widely
welcomed by business, will be
introduced alongside the 2004
Finance Act.

Access to finance

1216 Survey evidence suggests that while

mast established SMEs are generally
satisfied with the availability of external
finance — with B7% experiencing no
difficulties in raising the finance that they
needed (SBS)2, the 13% of businesses
that do report difficulties include a high
propartion of businesses with strong
growth potential and high-risk financing
needs. A lack of access to finance
continues, therefore, to represent a
particular barrier for those businesses
that have the potential to improve
productivity.

1217 Research has also identified that debt

finance in disadvantaged communities is
typically offered at higher interest rate
margins with smaller values and shorter
duration than comparable loans made
elsewhere (Bank of England) and that
Afro-Caribbean businesses are

12: Finance lof Inmnestment TRADE AND INDUSTRY 2004

significantly less likely to obtain external
finance, and particularly bank finance
than other businesses (BEBA).

1218 The UK has the largest private equity

industry in Europe and the second
largest in the world. There is, however,
evidence that risk capital is difficult to
access in the UK in amounts of below
£2m (high-growth small businesses) and
that there are wide geographical
variances in the distribution of Venture
Capital (BVCA). The majority of venture
capital and private equity continugs to go
into later stage investments ang the
average investment size has continued
to nse. This means that there is an
investment gap affecting anyone who is
seeking smaller amounts of equity
capital, particularly for start-up and early
stage businesses.

1219 A joint DTI (SBS), HMT and IR

consultation® set out these problems in
more detail and sought views on the
operation of existing interventions and
on a potential new one.

SMALL BUSINESS INVESTMENT
TASKFORCE

12.20The SBS provides the secretariat for the

Small Business Investment Taskforce
{SBIT), which has been set up to advise
the Government on all aspects of the
access to finance for SMEs. One aspect
of the Group's waork has been to
examine whether there are barriers to
the growth of affordable financial
intermediation in the UK.

EARLY GROWTH FUNDS

12.21The Early Growth Funding (EGF) project

was developed to provide risk capital 1o
business start-ups and other businesses
in the early stages of growth 1o enable
them to realise their full potential. Funds
are now making risk capital investments,
in amounts averaging between £50,000

105
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Figure 12.1: Small Firms Loan Guarantee Scheme |
|

Loans Guaranteed 4,312 4,269 '4,56?" |
Value (E rillion) 240.5 254.7 2871 4
Average Loan Size (E) 55,765 59,660 62,853
Demands against guarantea 1,545 1,629 1.576
Value (£ million) 34.43 44 93 43.28
Average default (E) 22,285 27,581 27,462
Receipts (E million) 9.24 9.31 11.38
Meat cost {E million) 25.19 35.62 31.80
Provision (£ million) By .83 86.20 86.70 |

and £100,000. Professional fund
managers make these investments
against commercial criteria, If
successful, they will demonstrate to
future investors that small-scale
investments can be made to provide
a commercial return using innovative
financing structures. Many of the funds
operate by co-investing with business
angels to keep diligence costs down
and to offer higher levels of post-
investment support.

REGIONAL VENTURE CAPITAL
FUNDS

12.22 A network of nine Regional Venture
Capital Funds (RVCF)4 has been
established to address the "equity gap”
encountered by SMEs seeking small-
scale venture capital investment. These
are fully commercial funds, managed by
experienced venture capital fund
managers, providing amounts of up
to £600,000 to small, high-growth
companies. By November 2003 the
funds had made over 70 investments,
and altogether the funds will invest
approximately £250m in SMEs across
England.

ENTERPRISE CAPITAL FUNDS

12.23 Following the “Bridging the finance gap”

consultation®, the Department has been
working with a cross-section of

12.24 The SFLG helps viable small firms

interested parties to consider proposals
for a UK version of the Small Business
Investment Companies model, which
has been seen as successfully
supporting growing companies in the
USA. The Government's response,
which was published in December 2003, |
includes proposals for a pathfinder round
of Enterprise Capital Funds, which wiill
help to stimulate investment in SMEs |
currently affected by the equity gap.

SMALL FIRMS LOAN GUARANTEE
SCHEME

access loans where conventional finance
is unavailable due to a lack of collateral
to offer as security. It has been running
since 1981 but changes to the scheme
came into effect on 1 April 2003, The
eligibility criteria have been simplified
and the scheme is now available to
businesses in a number of previously
excluded sectors including retail,
catering and motor repairs. Take up has
increased by over 40% from last year.
Work i1s currently underway to bring new
lenders into the scheme, and an
independent review of the effectiveness
of the SFLG has recently been
announced,

4 Further natads about the ACVES availsbilo at wiww shs ooy ukydatault ph e el ph
A : : Tpbges/financalived. php
5 “Bricging the Finance Gap: 8 conaultation or mproving accass 1o growth capial for small businesses”, Aprl 2000, full text and further information

avadable 88 vwans sbs ooy uk
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Smart/R&D grant
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Figure 12.2: Smart and Enterprise Grant Expenditura in England (€ million)
2001-02 2002-03 2003-04 004-05 2005-06
Provision
23.7 27.0 27.0 27.0 27.0

Enterprise Grant/successor schemes

17.0 240 240 24.0

GRANTS FOR INVESTIGATING AN
INNOVATIVE IDEA

12.25 The Technology Reviews and Technology

Studies that were available under the
Smart scheme closed to applications on
31 May 2003 and a new product, the
grant for investigating an innovative idea,
has now taken their place. Thisis
currently being piloted and will be
developed into a programme to help
small businesses to prepare for
innovation.

GRANT FOR RESEARCH AND
DEVELOPMENT

1226 0n 1 June 2003 the new Grant for

Research and Development was
introduced as part of a cohesive range of
services now provided by the SBS via
Business Link outlets. These grants, of
up to £500,000 (depending on the size of
the business and the type of project
undertaken) aim to help develop an
innovative product, process or service.
Already there have been record levels of
take up by small innovative businesses.
354 businesses have been supported
since the launch in June 2003.

AERONAUTICS RESEARCH
PROGRAMME

12.27 As a central part of the UK aeronautics

technology partnership activity, the DTI's
Aeronautics Research Programme has
been supporting long-term technology
acquisition for the UK civil agrospace
manufacturing industry with a budget of
about £20m per year, pursuing a UK
aeronautics strategy catalysing inputs
from all stakeholders.

12.28n line with the DTl review of Business

Support, this programme closed to new
applications during the year. In future the
Department will be offering support for
pricrity technologies for exploitation
across the widest range of UK industry
and the priority themes for Calls for
Proposals will be based on the
Department'’s developing Technology
Strategy.

Fiscal, corporate and regulatory
environment

EMPLOYERS' LIABILITY
INSURANCE

12.29 During 2003-04 the Department worked

with DWP and HMT and a wide range of
stakeholders including business, the
insurance industry, lawyers and unions
to set out an agenda for action aimed at
addressing failures in the Employers’
Liability Insurance system. A report on
the planned actions was published in
December 20038,

LATE PAYMENT/CASHFLOW

12.30 The Department continues to work in

partnership with the Better Payment
Practice Group to promote awareness
of the Late Payment legislation and of
the benehits of prompt payment and
good credit management. Prompt payers
gain a reputation for professionalism
as well as opportunities for discounts
and favoured customer status. Good
credit management is always essential;
a sale is only a sale when the money
is in the bank!

VB Ful test avalable at wanw dvwi gov uidpublications/dwn/2 000 elcythan_empiayars_ravienw(id-1.2- 2000 g
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Increasing investment in
value-added activity

LAUNCH INVESTMENT

12.31 Launch Investment is a risk-sharng
Government investment in the design
and development of specific civil
aerospace projects in the UK. The
investment is not a grant and is
repayable to the Government at a real
rate of return, usually via levies on sales
of the product developed. Launch
investment is available only to the
aerospace sector and stems from the
provisions of the Civil Aviation Act 1982.

12.32 The provision of launch investment is
entirely discretionary. There is no formal
scheme, promotien or budget and each
launch investment application is
considered on its merits against a range
of established criteria. In view of the
significant amounts of public expenditure
involved, the DTI closely monitors the
progress of a supported programme.
Payments are linked to actual
expenditure by the company and to the
achievement of specific technical
milestones.

12.33The Department is currently conducting
a valuation of the Launch Investment
portiolio, as at 31 March 2003.

ANNUAL VALUE ADDED AND R&D
SCOREBOARDS

12.33 OECD productivity statistics show UK
firms’ investment lags behind major
competitors and this is further endorsed
by 2002 NIESR research’ that showed
underinvestment in Capex and R&D as a
majar factor behind the productivity gap.
This under-investment is confirmed via
BERD Statistics® (R&D Investment
within UK - 2002 figures — UK 1.24%
of GDP} and the 2003 R&D Scoreboard
which shows R&D investment intensity

7
Economic and Social Rdsasch (20071

B Busnass Enterpring Fessarch & Dovolopment siatisteg - Souros ONS
8 2003 Vislue Added Scombosrd mvailalie 21 v inmicvation D0V Uk
10 2003 RED Seotaboard svaiabie &t www.mnovation gov

(R&D as % of sales) nearly half of the
international average (2.2% compared to
4.3%). Decreasing levels of corporate
profitability and changes to pension
provisions are also putting pressure on
investment for future growth, whilst the
Value Added Scoreboard shows that the
UK has a higher proportion of low value-
added businesses than its European
counterparts.

12.35The 2003 Value Added Scoreboard®

provides a measure of the wealth
created by the top 800 UK and 600
Eurcpean companies and the efficiency
of its generation, Value Added is
important since it represents the wealth
created to pay salaries and wages to
employees, dividends to shareholders,
interast to lenders, taxes to
governments and fund the investment
needed to grow and develop business,

12.36 The 2003 R&D Scoreboard'® gives

details of R&D investment by UK and
international companies including 700
UK-based companies (39 from the FTSE
100) with R&D investments totalling
£16bn. The international section
comprises the top 700 R&D investing
companies (each with over £34m R&D)
with R&D totalling £207bn. New data for
2003 includes 100 more international
and UK companies together with new
information on cost of funds, USA
patents and market cap to sales ratios
and these enhancements make the
scoreboard an even more useful sector-
based international benchmarking tool
for companies.

INTANGIBLE ASSETS

12.37 Successful companies are recognising

the increasing importance intangible
assets play in their ability to compete
effectively and to bring world-class
products and services to market.

O'Mahaney, M. and W de Boor. “Britan's Aelstive Productwiny Performance; update fo 1999, Final Report to DTUHMT/ONS . Natonal Instiute of
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Building on the DTI report "Creating
value from your intangible assets” ',
which was published in May 2001, the
DTI has developed a diagnostic toolkit
to further help companies to understand
the intangible factors which are critical
to their future success, and encourage
them to invest accordingly'2.

Provislon
113.6 261.0 348.4 48.8 -15.8
of which:
Enterprise Fund 39.2 74.7 98.1 123.2 1125
of which:
Small Firms Loan Guaranies 356 629 EGB 66.0 720
Other Programme 1.5 28 12.3 9.2 8.5
Capital 21 9.0 30.0 48.0 320
Grant for R&D (including Smart) 23.7 321 28.4 26.0 26.0
Grant for Investigating an Innovative ldea* - - 2.0 1.0 1.0
Business Finance and Investment Unit® = - 19 19 19
Aerospace - Launch Investment 50.7 154.2 218.0 -103.3 -157.2
Capital 188.7 2582 3236 220 4]
Expert advice and other programme 4.5 4.2 249 11 1.1
Receipts (excluding CFER) -134.2 -91.0 -20.9 -29.6 -43.4
Total Receipts -142.5 -108.2 -108.5 -126.4 -168.3

Canilsl Sigures for the Exinrpriss Fund do not incude prossion for the introduction ol Enlesoree Caotal Funds, obhar than Runding for tha minai patnimder mownd
& The progamme = a plod study for an innovabon grenk, lsunched in June 2003
BT roda of The BRI in tha yeers. pood b 2000 04, wird Subsumed within e innevation Una

1o “Creanng visue from wour wtangibis aasaes ©, hay 2000, seadable & wweaannovation gov uk
12 DT "Creating Valie fram your intangibles ~ A sedf assessmant tool for Busingss ™ February 2004, available B wiew innovation. gov.uk
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Introduction

The challenge for the Department is to
“promote sustainability, through the
delivery of the low carbon aims of the
Energy White Paper and improving the
contribution of business to sustainable
development”.

133

132

A Government Economic Service
waorking paper has estimated the
darmage cost of carbon emissions as
between £35 and £140 per tonne of
carbon. Most of the anticipated carbon
savings from now until 2020 can be
delivered at costs lower than, or in line
with this range. UK analysis suggests
that the cost of the UK's contribution to
stabilising carbon dioxide concentrations
will be a reduction in GDP of betweean
0.5% and 2.0% in 2080. Overall GDP
would still be almost three times as high
as it is now. International research?
suggests that market based policy
instruments, such as emissions trading,
can halve the impacts on
competitiveness.

Domestic oil and gas production meets
the great majority of the UK's energy
demand with a growing proportion of
energy supply coming from offshore
renewable sources. Against this
background it is essential that both are
subject to effective environmental

windar OO0 whfjermautext_onby'uk_psgemain. m|
3  Cambndge Economatncs siudy for Diaira

13.3

SUSTAINABILITY AND THE ENVIRONMENT

oversight in line with sustainable
development principles. The UK
environmental industry currently has a
turnover of approximately $16bn, which
represents a 4.7% share of world
markets. The market shares of France
and Germany are about 50% higher than
the UK when normalised to domestic
GDP. Analysis by the Joint
Environmental Markets Unit (JEMU)2
suggests that future overseas
opportunities for the UK are strong in
many areas of the environmental
industry, such as water and wastewater
treatment.

In many casas, businesses can make
savings from acting more sustainably.
Energy use accounted for about 95% of
carbon dioxide emissions in 2001, and
about 80% of all greenhouse gas
emissions. Improvements in energy
efficiency will cut costs for business,
thereby improving competitiveness, as
well as being beneficial to the
environment. The total cost of waste to
manufactuning has been put at between
£2bn and £2.9bn a year, or 7% of
profits®, Many of the most successful
businesses have identified clear gains to
competitiveness from making
sustainable development and corporate
social responsibility central to their
business strategy.

Raport of Woding Group 10 of Inergovernmsental Panel on Cimate Changa, Witgation, 2001
Giobal Emviranmarntal farkers and the UK Enviranmiantal indiefry: Cipporetinithes fo 2070 (2002), available st
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1134 Some of the work carried out within this

business objective contributes to the
Department’s PSA target 4 (SR2002)4, to
ensure the UK ranks in the top three
most competitive energy markets in the
EU and G7 in each year, whilst on
course to maintain energy security, to
achieve fuel poverty objectives; and (a
joint target with DEFRA) to improve the
environment and the sustainable use

of natural resources.

Ll?lant for 2004-05

{135 Work towards the commitments set out

3
;

e

in the Energy White Paper® and
submission of the EU Emissions Trading
Scheme Mational Allocation Plan will
promote sustainability of energy supply
and provide UK businesses with a clear
way forward to reduce carbon
ermissions. Opportunities will also be
maximised for these businesses to
compete successfully in domestic and
OVErseas markets,

The enactment of the Energy Bill will
also help to ensure renewable energy
supplies 10% of electricity, at acceptable

HIGHLIGHTS OF 2003-04

13: Sustainability and the Envirsnmaent THADE AND INDUSTHY 2004

137

138

cost by 2010, by establishing a
legislative regime for offshore
renewables. This will also assist in the
UK's aspirational goal for renewables
10 supply 20% of electricity by 2020,
The Bill will also establish the Nuclear
Decommissioning Authority as a new
public body with the primary role of
ensuring the decommissioning and
clean up of Britain's civil public sector
nuclear sitest.

The contribution of business to
sustainable development will continue
to be improved. EU Directives and other
policies will be negotiated and
implemented to ensure environmental
aims are balanced against costs to
business and businesses will be
encouraged to adopt corporate social
responsibility as part of their business
strategy, taking impacts on a wider
society into account and de-coupling
economic growth and enviranmental
degradation. Pilot projects will be set
up to implement the UK Government
framewark for sustainable consumption
and production.

Arrangements to decommission oil and
gas facilities that have reached the end

111
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carbon dioxide emissions, with at least
95% of them being available free. The
first draft of the NAP, which was due to
be produced by the end of 2003, was
issued for consultation in January 2004
and has followed a series of
consultations? with interested UK
businesses and other stakeholders
initially launched in August 2003.

of their economic life will continue to pay
full and proper regard to safety,
environmental and international
requirements. Measures by Government
and Industry to improve the spread of
best practice and share decommissicning
experience are being strengthened.

- M—-—ﬂ

Achievements in 2003-04

Climate change Energy and the environment

REGISTRATION EVALUATION AND |
AUTHORISATION OF CHEMICALS

13.12 The DTl has worked closely with the
lead Department (DEFRA) to improve the
proposals for a new EU chemicals
regulation, REACH (Registration,
Evaluation and Authorisation of
Chemicals). This has resulted in a
number of significant changes aimed at
ensuring that REACH is an efficient,
cost-effective and workable system for
the protection of human health and the
environment, which maintains

139 Climate change threatens major
consequences in the UK and worldwide,
and the human, environmental and
economic costs can be high. Some
climate change is now inevitable, but the
worst effects can be avoided if the world
acts now to reduce greenhouse gas
emissions.

—r

EU EMISSIONS TRADING
SCHEME

13.10 The EU Emissions Trading Scheme (EU
ETS) will start in 2005, establishing the

world's largest-ever market in emissions.
The scheme will include power
generation, mineral oil refineries,
offshore installations and other heavy
industrial sectors in its first phase and up
to 2,000 UK installations that collectively
amit about half of the economy’s carbon

competitiveness of the chemical industry
and downstream users. The DTl and
DEFRA will continue their joint efforts to
ensure further improvements are made.

BETTER BUILDINGS SUMMIT

1313 The joint DTI/DEFRA/ODPM Better

dioxide emissions, are set to participate
in this market. The Department has
worked closely with HMT, Ofgem and
DEFRA to achieve outcomes that are
acceptable in terms of their impacts on
industry and competitiveness.

Buildings summit was held on 21
October 2003, The follow up to the
summit is being pursued through the
new Sustainable Buildings Task Group®,
which is tasked with identifving specific,
cost effective improvements in the
guality and environmental performance
of buildings.

1311 The EU ETS offers significant
opportunities for the UK, but also poses
many challenges for the Government,
including how shares of the total number
of allowances available for UK
installations should be allocated. This
allocation will be set out in the UK
National Allocation Plan (NAP),
Allowances will be denoted in tonnes of

AGGREGATES LEVY
SUSTAINABILITY FUND

13.14 The Department continues to be one of
the dispersing agents for the Aggregates
Levy Sustainability Fund?. The DTI
element covers the specific aspect of

7 Anilaiie 8t v dit gov uidenesgisepriausts
8 Kore information availsbhe ot waaw ot Q0. ukieans truohonisustnn/shig him
4 hiose miormatian &1 . edom. gov.ukistalient/Foupsiodem_planning/documents/paga/odom,_plan. 808170 hesp




research and, together with work being
undertaken by the Waste and Resources
Action Programme, it is hoped that the
combined effort will result in an
additional 2m tonnes of reprocessed
aggregates in England by the end of
2004,

1315 Following the introduction of the Anti-
Social Behaviour Act'? in November
2003, the DTI has been actively involved
in a Cabinet Steering Group considering
the issue of fly-tipping. The output of
this work may be included in a new
DEFRA sponsored Clean
Neighbourhoods Bill, which is
scheduled to be available for public
consultation in 2004,

SUSTAINABLE USE OF NATURAL
RESOURCES

13.16 Changing Patterns, the UK Government
framework for Sustainable Consumption
and Production (SCP} was published in
September 2003 by the DTl and DEFRA,
together with a consultation on SCP
indicators'!, This set out the
Government'’s approach to taking
forward action on SCP from the 2002
World Surmmit on Sustainable
Development, the first EU member state
to do so. It brought together the
economic and environmental case, and
set out specific steps including
collaborative projects with industry
sectors to examing resource use.

13.17 The DTI is responsible for some
"producer responsibility” measures,
which place on producers of products
the onus for dealing with their recovery
and recycling when they are finished
with'2. During 2003-04 the Department
made the first set of regulations to
implement the EU End of Life Vehicles
Directive, and launched a consultation on
the second set, covering the regime to

10 Full taxt avasiable at www hmisa.pov. ukfactsfacts200/Z0030038 him
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apply after 2006, as well as a
consultation on implementation of the
Weaste Electrical and Electronic
Equipment (WEEE) and Restriction of
Hazardous Substances (ROHS)
Directives. The EU conciliation procedure
between the Council and European
Parliament on the revised Packaging
Waste Directive was also successfully
concluded.

Renewable energy supply

1318 The Government is strongly committed

to increasing renewable energy usage in
order to help reduce greenhouse gas
emissions and thereby contribute to
national and international targets for
emissions reductions. Increasing usage
of the various renewables technologies
will also contribute to greater diversity in
the UK energy supply.

POLICY PLANNING STATEMENT

13.19 The ODPM launched its Policy Planning

Statermnent (PPS) 22 for consultation on 5
MNovernber 200313, This sets the planning
policy framework for the development of
renewable energy resources in England
and the finalised Staterment will replace
existing guidance. In parallel, the DTl has
published draft guidance on renewables,
which complements PPS 22 and aims to
assist those involved in local planning by
clarifying the national policy for delivering
renewable energy.

SUPPORT SCHEMES

13.20 Government support for renewables

over the period 2002-03 to 2005-06 is
some £348m through capital grants and
the Renewables R&D programme. This
includes capital grants for offshore wind,
bioenergy, photovoltaics, community
schemes, wave and tidal, and metering
and control technologies. This funding
will increase momentum towards

M Further details, inclugding tha text of tha framawerk and the conauitation avallsble fram www di gov ukisustanabdnscpd

12 Further details avadsbin from wwssdbl gov.uk/sustainasbiliby

13 “Consutarien gn Draft New Planning Policy Statersnt 22 (PPS2J): Renavalia Ersrgy ~ swalabla ot
WA ndpm oy ukisislientgroupsiodpm_planning/documenisipagadodprm_plan_025517 heap
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reaching the Government's ambitious
targets on renewables, and take torward
a broad strategy for renewables.

RENEWABLES OBLIGATION

13.21 Introduced in April 2002, the
Renewables Obligation' calls on all
licensed electricity suppliers in England
and Wales to supply a specified and
growing proportion of their electricity
sales from a choice of eligible renewable
sources. The Renewables Obligation
Scotland is the equivalent instrument in
Scotland. In 2002 (the last year for which
figures are available) 1.7% of the UK's
electricity was generated from
renewable energy sources that were
eligible for the Renewables Obligation
and 3.0% was generated from all
renewables (i.e. including those not
eligible for the RO, in particular large
scale hydro and electricity generated
from mixed wastes not using advanced
conversion technologies).

13.22The level of the Renewables Obligation
profile was increased in stages 1o reach
15.4% in 2015-16 to enhance investor
confidence in renewables. This means
that instead of the Renewables
Obligation remaining at 10.4% from
2010-11 until the end of the Obligation,
it will now increase as follows:

Renewables Obligation
profile

201112 11.4%
2012413 12.4%
201314 13,49,
201415 14.4%
2015-16 15.4%

13.23 Although the Renewables Obligation
Order is encouraging the growth of
renewables in Britain, a consultation on
the technical review of the Order was
carried out during 2003-04'5 and plans
are now being developed to amend it.

These amendments will extend co-firing
of biomass with fossil fuels, and enable
smaller generators to accumulate
Renewable Obligation Certificates,
ensuring that they are part of the
renewables “family’. The amendments
are planned to come into force by

1 April 2004.

13.24|n parallel with this work, another

consultation has also been undertaken.
As a result of TXU going into
administration, there is a shortfall in the

Renewables Buy-out fund of some £23m

and the proposed amendment to the
Order will allow Ofgem to receive late
payments and to disburse them to

eligible suppliers for the obligation period

to which they relate. The Department
plans to amend the Obligation to enable
Ofgem to accept, and disburse, late buy-
out payments, again with effect from 1
April 2004. This will not affect the
present shortfall but should mitigate the
impact of any future shortfalls. In
addition, the Department is now working
with industry to develop mechanisms to
mitigate the impact of any future
shortfall in the fund.

1225 The Energy Bill includes provisions to

allow the recognition of Great Britain
Renewable Obligation Certificates in
Northern Ireland and, once Northern
Ireland introduces its own Renewables
Obligation, vice versa.

RENEWABLES INNOVATION
REVIEW

13.26 During 2003 the Renewables Innovation

Review's, a joint DTI/Carbon Trust
project team initiative, looked at how the
Government can best encourage and
support innovation in the new and
renewable energy industry and facilitate
delivery of the UK's renewables targets
and carbon reduction aspirations and
desired economic benefits to the UK,

in the most cost effective way.

14 Mors inforrmation at www.dil gov ubfanetgyitenewatiesipokoy | i
15 Funhir detaits aveilabin 8t wwwdtl m-mmmmﬁmmm

16 More infarmation at waew.dl qmmwrmmmﬂquwamnhlnm_lmm




The Review will feed into DTI and
Government's future funding decisions.

RENEWABLES SUPPLY CHAIN
GAP ANALYSIS

13.27The Renewables Supply Chain Gap

Analysis'? was published in January
2004. This analysis, prepared by
Renewables UK, the Scottish Executive
and Highlands and |slands Enterprise,
examined the implications for
employment and the capability of UK
industry to develop a viable, long term,
globally active renewable energy
industry. The total monetary value of the
renewables industry is estimated at
£290m, and there are around 8,000 jobs
sustained by the industry. The analysis
also identified opportunities across the
supply chain in wind, biomass,
photovoltaic and wave and tidal
technology.

LIAISON WITH STAKEHOLDERS

13.28The DTI has established a Wind Energy,

Defence and Civil Aviation Interests
Working Group'® to bring together all the
stakeholders from both the wind energy
industry and the aviation community
including the Ministry of Defence (MoD).
This Group has commissioned research
into the effects of rotating wind turbine
blades on radar, which can potentially
compromise the safety of civil and
military aviation, and proposed several
important measures to simplify the
planning procedure for accommodating
the UK's national security needs. In
response, the MoD will shorten proposal
turn-around times as well as providing
advice on any adjustments that can be
made to a proposal to make it more
acceptable to them and the DTl is
developing new systems to streamline
applications. Hadyard Hill, a 130MW
onshore wind farm in Scotland has
recently received consent after earlier
objections by MoD had been dropped.

13: Sustainability and the Environment TRADE AND IHOUSTRY 2004

1329 The Department has also established

a new forum for liaison between the
offshore renewables industry and
environmental bodies, and continues to
host a similar body linking the fishing
industry with the wind energy industry.
The latter organisation produced a
valuable set of guidelines on best
practice in communication in December
2003.

OFFSHORE WIND FARMS

13.30The Department gave development

approval to a further seven offshore
wind farms, bringing the total number of
projects with consent to begin
construction to 12. A major step forward
for the offshore wind industry was made
in November 2003 when the first of
these projects, North Hoyle, began
producing electricity. The wind farm has
the capacity to provide electricity to
50,000 homes.

13.31In July 2003 the Department invited the

Crown Estate to hold a competition for a
second round of site leases for offshore
wind farms in three strateqic areas — the
Greater Wash, outer Thames Estuary
and the North West (from the North
Wales coast to the Solway Firth). This
resulted in 15 site leases/licences being
offered for projects with a potential
combined capacity of 5.4 to 7.2 GW of
offshore wind energy. If all these
projects successfully achieve
development consent they could provide
18% of the UK's domestic electricity
requirements.

13.32 About one third of the sites for these

offshore wind farms are outside UK
territorial waters, in line with the Energy
Bill, which proposes a legal framework
to facilitate the development of
renewable energy projects outside
territorial waters.

| “Renewahios sunnly chawr pap aratas ™ svailabis ar www,ot.gov dicenegyirenswebles/publicationsipd?s/renewgaorepart. pdf
B Further detsls svailable at wew bass, comimaationaywhgo. htmé







14 CORPORATE AND INSOLVENCY ACTIVITY

FRAMEWORK

. Introduction
. Plans for 2004-05
Achievernents in 2003-04
Corporate Law
Corporate Governance
Effective Influencing
Corporate Malpractice

Introduction

The challenge for the Department is

to “promote and deliver an effective
framework for corporate and insolvency
activity, giving confidence to investors,
business and other stakeholders”.

141 An effective corporate and insolvency
framework is essential in order to
support business and enterprise and to
give confidence to investors, creditors
and others with a stake in how
businesses are run. The UK has a highly
developed corporate framework and is
one of the world’s leading capital
markets although parts of the legislative
framework have become complex or
outdated and recent scandals such as
Enron and WorldCom have undermined
confidence and trust in business and
corporate regulation.

142 The DTI, including Companies House!
(CH) and The Insolvency Service?, has a
key part to play in ensuring that the UK's
overall framework for business activity
supports productivity, enterprise and the
creation of long-term shareholder value,
This framework needs to strike a
balance between encouraging enterprise
and protecting investors and other
stakeholders; and between minimising
regulatory burdens and ensuring there
are adequate systems for ensuring

1 Further detsils o Chapter 17 and §1 www companeshouse govuk
“d  Furiher details in Chapter 17 and at www msohamcy. gov.uk

alr
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transparency, compliance and
enforcement.

Plans for 2004-05

14.3

14.4

145

In 2004-05, the DTI, including CH and
The Insolvency Service, will continue
to work to create, maintain and deliver
a framework that supports better
businesses, and which ensures that the
UK remains at the leading edge
internationally in terms of corporate
and insolvency regulation.

The DTl will reinforce capital market and
investor confidence by ensuring that
new legislative powers contained in the
Companies (Audit, Investigations and
Community Enterprise) Bill are
successfully enacted and implemented,
and the new Financial Reporting Council
(FRC) structure is fully operational and
effective. The DTI will also ba continuing
waork on detailed legislative proposals to
implement the Company Law Review.

In addition, the Departrnent will be
seeking to improve the quality of
dialogue between investors and
companies, through better shareholder
engagement and to promote a long-term
investment culture and "enlightened
shareholder value”™ to provide certainty
for business and the development of
better businesses and high performing
workplaces.

117
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146 The Department will work to raise

awarenass of the law and ensure high
standards of compliance. It will aiso
tackle malpractice, taking enforcement
action in the public interest at the
earliest possible stage, In particular, it
will be improving the effectiveness of
company investigations by raising the
profile and understanding of the work of
its Company Investigations Branch. In
addition, through CH, the DTI will be
seeking to bring about an increased
awareness of corporate responsibilities
and, through The Insolvency Service, an
increased awareness of the causes and
consequences of insolvency, thereby
promaoting @ more responsible use of
credit and increased standards of
finanicial probity.

Achievements in 2003-04

Corporate law

147

O e

MODERNISING COMPANY LAW

Following the independent Company
Law Review and the 2002 White Paper,
“Modernising Company Law '3, draft
legislation is now being developed to
introduce this major programme of
reform. Dratt legislation is also being
prepared that will require large
companies to prepare an additional
report on their performance and

HIGHLIGHTS OF 2003-04

148

149

prospects, an Operating and Financial
Review (OFR), on a mandatory basis.

On 16 December 2003 a consultation
document "Director and auditor liability ™
was published, highlighting concerns
raised recently by auditors in relation to
their potential hability and by Sir Derek
Higgs in relation to that of non-executive
directors.

ACTIONS ON AUDIT AND
ACCOUNTANCY - POST ENRON

The Department, working with
independent regulators and the audit
profession, is implementing all 27
recommendations of the Co-ordinating
Group on Audit and Accountancy Issues,
which published its Final Report® in
January 2003. In particular, the measures
needing primary legislation are being
taken forward as part of the Companies
(Audit, Investigations and Community
Enterprise) Bill.

REGULATION OF THE
ACCOUNTANCY PROFESSION

14.10 Following the conclusions of the review

of the regulatory regime of the
accountancy profession®, which was
published in January 2003, the
Department has been working with

the FRC to implement the key
recommendations. The Chairman of the
FRC assumed chairmanship of the

D71 “Modirmising Compamy Lawe”, July 2002 (Crm 55531 and 1], plag availadile gt winie. ot gov.uk/companiestiliwhitepaper. htm
DTI “Dirpctor and Auditor iabny ", December 2003, also avadabie m1 wini dii gov.ukicid/auditors_drectors pdi

LIAM 037567, availabie a1 www.dt oo ubjelefogeni-finel pad

“Review of the Reguistory Requme of the Accountancy Professian”, January 2003, (URN DNEE3), avaiable a1 www. ot gov.ulicidiBcoountancy -
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Accountancy Foundation on 31 March
2003, and the aims and objectives of the
new FRC were published in July 20037,
The FRC's Auditing Practices Board has
taken on responsibility for issuing
standards relating to auditor
independence, integrity and objectivity;
its new Accountancy Investigation and
Discipline Scheme is up and running;
and its new independent Audit
Inspection Unit will start inspecting audit
forms in spring 2004, Other measures
needing primary legislation are being
taken forward as part of the Companies
{Audit, Investigations and Community
Enterprise) Bill.

COMPANIES (AUDIT,
INVESTIGATIONS AND
COMMUNITY ENTERPRISE) BILL

1411 This Bill® was introduced into the House

of Lords on 3 December 2003, It
proposes nevw measures necessanry

to complete the Government's response
to Enron. These will strengthen the
system of regulating auditors, the
enfercement of accounting and reporting
requirerments and the company
investigations regime.

14.12 |n addition, the Bill creates a new type

of company for social enterprises, the
Community Interest Company (CIC).
These will provide a purpose-built
vehicle for organisations that wish to
trade for a social purpose, such as local
regeneration or providing training within
a community. They are an alternative

to charities, industrial and provident
societies and ordinary companies. A new
CIC Regulator will ensure that assets
and profits are used for the community
interest.

PARTNERSHIP LAW

14.13 On 18 November 2003 the Law

Commissions published their final
report? and draft legislation on reforming
partnership law, including proposals
on a separate legal personality for
partnerships, continuity of partnership,
partners’ duties and a special limited
partnership without separate legal
personality. The Department is now
considering the next steps, taking
into account work on modernising
company law.

AUDIT THRESHOLDS

14.14 Following consultation on raising the

audit thresholds'®, Government
increased the audit threshold for small
companies from £1m to £5.6m for
turnover and from £1.4m to £2.8m for
balance sheet total. At the same time
thresholds for turnover and balance
sheet total defining small and medium-
sized companies were announced (from
£2.8m to £5.6m and from £5.6m to
£11.4m respectively). These changes
came into force on 30 January 200417,

Corporate governance

NON-EXECUTIVE DIRECTORS

14.15 An independent review of non-executive

directors by Derek Higgs'?, which was
published in January 2003,
recommended changes to the Combined
Code to increase the effectiveness of
non-executive directors on the boards of
listed companies. The subsequent Tyson
Report'?, of 19 June 2003 identified a
clear business case for diversity on
boards and the FRC published a revised
Combined Code on 23 July 2003, This
came into force for companies with
financial years starting on or after

T Funiher detaits about tha FRC avskable 1 wsow. irc.org ulfabout. froml
B Text aveilable at wew pubbicatsans paifas e, uklpal dd 000 cots DS
‘B “Partnership Low, A joint reporr, Lavw Cormrmission for England ang Waies and L' Commission for Scotland * {Law Com No 283, Scof Law Com No
182, Avsilabie 8t www awoc o uk
) " Agising the Threshaids." Available from st pov ukicidlaude htm
115 2004/16. The Companses Act 1985 WAccounts of Small and Medium-Saed Enterprises and Audt Exempton) thmendment) Regulatons 2004
'f::f! Furthar detads a1 wwww,dtf oy ukiclimon_nxec_roviewsndeshtm
13 Alatile at wwesw bondan. eduw
&‘TMMM on Corporats Governance, relable at wwwy frio org ukidscuments/patcombmedcodetinal pd!
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1 Novermnber 2003. A database of
potential non-executive directors was
launched on 4 November by the Institute
of Chartered Accountants in England and
Wales'® and the Department is now
planning research on Board analysis and
manitoring as a platform for encouraging
diversity on Boards.

DIRECTORS’ REMUNERATION

14.16 In June 2003 the Department published
a consultation document, Rewards for
failure'®, concerning the issue of
excessive severance payments and the
Government’s response is now being
considerad.

ACCOUNTING FOR PEOPLE

14.17 The Human Capital Management
Reporting task force (now known as
Accounting for People), which was set
up in January 2003, locked at ways in
which organisations can measure and
report on the quality and effectiveness
of their human capital management. The
task force report!” was published on

3 November 2003, focusing on best
practice guidance and voluntary
initiatives,

Effective influencing

TAKEOVERS DIRECTIVE

14.18 Agreement on the Takeovers Directive
was reached at Competitiveness Council
on 27 November 2003 and a parallel text
was agreed by the full plenary session of
the European Parliament on 16
December 2003. Although the directive
15 disappointing in doing little to address
barriers to takeovers in the EU, it will
bring some benefits. The directive will
need to be implemented domestically
within two years and the DTI will consult

widely with key stakeholders on how
this should be done.

EU ACTION PLAN ON COMPANY
LAW AND CORPORATE
GOVERNANCE

i i b

1418 On 21 May 2003 the EU Commission

published the EU Action Plan on
Company Law and Corporate
Governance'® and the Government
responded in August 2003 The Action
Plan is far-reaching, containing 24
specific proposals. These are mainly for
EU Directives and cover the whole
spectrum of company law and corporate
governance issues. It is intended to be
completed over approximately 10 years,
with the action points being categorised
according to perceived priority (short,
medium and long term). The first formal «
proposal under the plan, the cross
border mergers Directive, was published
in Movember 200372 and discussions
have taken place on EU proposals to
simplify the capital maintenance regime
and facilitate transfer of a company’s
registered office.

ADOPTION OF INTERNATIONAL
ACCOUNTING STANDARDS

14.20\With effect from 1 January 2005, all

companies whose securities are traded
on a regulated market in the EU will be
required by the European Regulation on
International Accounting Standards to
prepare their consolidated accounts in
accordance with International Accounting
Standards (IAS). On 17 July 2003 the
Government announced, following
consultation, that it would be extending
application of the Regulation on a
voluntary basis so that UK companies
not otherwise required to comply can
choose whether to use |IAS. The

15 Further detads about tha ICAEW ond ifs nctivities can be fourd Bt W icasw ookl

18 Avaiatde af www. dtl gov ugidd'condoesim

17 “Accounting for pears, Report of the msk force on Homan Capital Managemant”, Nowrnber 2000, avelable 81
whw pecountingloepeople, gov. ukidownloadsiafin repor, pdl

18 “EL Action Plar on Carmipany Lawe and Corporane Gevirnance™ pyadstily ot
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Department will consult on
recommendations to implement use
of 1AS in early 2004.

MODERNISATION OF
ACCOUNTING DIRECTIVES

14.210n 6 May 2003 the Modernisation

Directive was adopted. This Directive
is intended to remove conflicts with
international accounting standards for
those companies that will continue to
prepare their accounts under domestic
law rather than using IAS. The
implementation of the Directive will be
the subject of a consultation document
and draft regulations in early 2004.

EU PROPOSALS ON STATUTORY
AUDIT

1422 An ELJ Communication on statutory

audit?! was published in May 2003 and a
Commission proposal for modernisation
of the Bth Directive on auditor regulation
is due in March 2004. Changes to this
directive are intended to be a major part
of the Commission’s response to the
accounting and audit failures in recent
years in the USA and in some Member
States.

EUROPEAN COMPANY STATUTE

14.23The European Company Statute?? (ECS)

creates a legal framework for a new
form of company, the Eurcpean
Company or 'Societas Europaea’ (SE),
and comes into force on 8 October
2004. Domestic legislation will be
needed setting out which Member State
options the UK will be adopting and
prescribing the documentation that will
need to be filed at Companies House to
register a European Company and the
Department issued a consultative
document in October 2003.

Corporate malpractice

14.24The Department is responsible for

enforcement measures necessary 1o
maintain an effective framework for
commercial activity and dealing with
unacceptable business behaviour. The
Secretary of State has powers to
enquire, to investigate and to appoint
inspectors where fraud or misconduct
is suspected, where shareholders have
been denied reasonable information, or
where she considers it 1o be in the
public interest. In 2002-03, some 33%
of requests for company investigations
came from the general public (Figure
14.1).

14.25|n the year from April 2002 to March

2003, the Department completed 356
company investigations (under Section
447 of the Companies Act 1985},
averaging completion within 213 days
per internal investigation from receipt of
a complaint against a target of an
average 188 days to complete. The
Department met its target of 98 days to
decide upon acceptance or rejection of a
complaint and to allocate an accepted
complaint to an available investigator,
averaging 84 days over the course of the
year, In 2002-03, there were 17
disqualifications plus seven convictions
as a result of earhier investigations, and
80 companies were wound up by order
of the Court on petitions presented by
the Secretary of State.

14.26In cases of strong public interest the

Department is also able to appoint
inspectors (under section 432 of the
Companies Act 1985) to investigate the
affairs of a company and report publicly
on their findings. There were no new
Companies Act inspections during the

year.

“-.; Further datnils &t europa.eu.intfcommyintemal_market/encompbiyaudinmysEEE hm
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m Sources of Complaints Leading to Company Investigations in 2002-03

. Directorates and Agencies of DT 40%

. Public 33%

Other sources including Bank of England,
Laendon Stock Exchange and Overseas

GOVEITIMENTs 23%
. DPP and Police 2%
. F5A & Self Regulating Organisations 1%
Other Government Departments 1%

Expenditure on Corporate and Insolvency Activity Framework (€ million)

Cutturn Dutturn Working Plans Plans.

) L Ly

Total 20.6 23.2 249 119 10.7

of which:

Investor protection 3.4 36 3.7 47 45

Financial reporting and company law 0.8 1.3 5T 3.6 3.2

Disqualification of Directorss 14.3 15.8 159 nia n/a

Companies House late filing penalties 2.1 25 26 28 3.0
B Tng lrdokedtsy Senvco wall mors pg g ped Purling rogrna from 1 Apal 2004 acd Disquafifcaton Programme sosts will be ncludes n 4 wader ericreemes) rogrames

cowarag DisGualtcaton, Prosescubon and Beskrupiey Rasifcaon Thdars
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1 5 ASSETS AND LIABILITIES

Introduction
| Plans for 2004-05
| Achievements in 2003-04
_ Coal Health Liabilities

Other Residual Industrial Liahilities

Muclear Liabilities

Postal Services

Introduction
The challenge for the Department is the

“safe, economic, efficient and effective 154

management of energy and other
Departmental assets and liabilities”.

151 The Department manages various
assets and liabilities on behalf of the
Government, including nuclear energy,
residual liabilities arising from the coal,
steel and shipbuilding industries and the

UK postal services. 155

15.2 The DT| is responsible for implementing
new arrangements to clean up the UK’s
nuclear legacy. This must be done safely,
securely and more cost effectively, and

will include the establishment of the 156

MNuclear Decommissioning Authority,
the restructuring of British Nuclear
Fuels Plc' (BNFL) and best practice
corporate governance of BNFL, the
United Kingdom Atemic Energy
Authority? (UKAEA) and the Nuclear
Decommissioning Authority? (NDA)
through and after transition to the
new arrangements.

Plans for 2004-05 157

15.3 The coal health schemes are
compensating approximately 650,000
claimants, at a cost of some £8.5bn.
These claims result from coal industry
liabilities established at law. The DTI will

1 Furthér datails abowl BNFL snd its scivities can be found st wwae badl com

2 Further datais about UKAEA and s activibes can be lound at wwew ukass.o6g. uklf

continue to manage them as efficiently
as possible.

In addition, other coal liabilities, including
pensions and environmental clean-up
responsibilities flow from the privatisation
of the coal industry. The DTl is required
1o discharge these liabilities as cost-
effectively as possible, to liquidate the
liabilities and to maximise receipts from
assets, including the pension funds.

The DTl is also responsible tor the
British Shipbuilders’ effective and
efficient management of its liabilities
of some £20m, which are assentially
health claims.

The Government has introduced
legislation to establish by April 2005 the
NDA to ensure the decommissioning and
clean-up of the UK's 20 public sector civil
nuclear sites, including Sellafield and
Dounreay. Experience in the USA has
been that savings of 20% plus are
achievable and the OT| hopes to achieve
similar efficiencies in the UK through
more effective site management,
including the introduction of competition,

The target for the completion of the
Royal Mail renewal plan is April 2005.
During 2004 the Department will
develop a strategy for the following
three years and decisions on future
support for the rural post office network
will be made by summer 2004.

8 Further detais abaut the MDA can be found a1 www, 311, gov ukinucisarcieanup/nda hmioie
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15.8 The Department is also responsible for

VIBRATION WHITE FINGER

the management of the Iron and Steel 15.11 The DTI's target of 30,000 offers for

Employees Re-adaptation Benefit
Scheme. This scheme will effectively

be wound-up by the end of 2004-05,
through the processing of all redundancy
re-adaptation payments by that time.

Achievements in 2003-04

Coal health liabilities

CHRONIC OBSTRUCTIVE
PULMONARY DISEASE

159 The Chronic Obstructive Pulmonary
Disease (COPD) scheme currently has
over 380,000 claims with around
480,000 predicted by the cut-off date
of 31 March 2004. This cut-off date has

been agreed by the Judge overseeing 15.13 The British Coal Corperation (BCC)

the scheme, and was advertised a year
prior to the effective date, to ensure that
all claimants have the cpportunity to
submit claims.

15.10 In 2003 over 60,000 full and final offers
were made on COPD claims, an increase
of 10,000 over the 50,000 made in the
year ending 31 December 2002, The
Department has set a target of 35,000
full and final offers under the COPD
scheme in the first half of 2004. To date

15.12 Loss of services claims are now being

Other residual industrial liabilities

General Damages for 2003 was met.
There are currently 169,000 outstanding
Vibration White Finger (VWF) claims.
The scheme is closed and any claims
received now are being dealt with on a
common-law basis. The Department has
settled 60,000 claims with some £310m
in compensation having been paid.

processed and up to 55,000 claims are

predicted. Only one major issue remains
to be resolved by courts, which is {
scheduled for March 2004.

1

COAL NON-HEALTH LIABILITIES

was charged, under the Coal Industry Act
1994, with managing or disposing of its
remaining mining liabilities and disposing
of its non-mining subsidiaries, assets and
liabilities. BCC has now achieved that
objective and was dissolved on 27 March
2004, with the few remaining liabilities
transferred to either the Coal Authority®
or the DTI, under the Coal Authority
Restructuring Scheme no.9 and the Final
Restructuring Scheme.

the Department has made over 165,000 1514 At the end of 2003 there were 128,000

payments under the COPD scheme,
with over 100,000 individual claims
settled and over £950m in compensation
paid 1o claimants.

HIGHLIGHTS OF 2003-04

4 Full dertads of the Caal Authoty Bng i3 actrties avadatie o weviv.coal.gow.ukl

beneficiaries of the concessionary fuel
scheme, providing concessionary fuel
to the former employees of the BCC,
of whom 40,000 took solid fuel and
the remainder took the cash in lieu
alternative.




1515 Approximately £57m has been paid to

42 500 members of the Mineworkers
Pension Scheme (MPS) who qualify for
payments under the DTI's Low Pension
Award benefit package. Work is
underway to trace other eligible
ndividuals whose contact details were
not available and this is due to be
completed by July 2004.

15.16 The triennial valuation of the MPS

reported a deficit, following the decline
in world stock markets. However the
value of members’ pensions has been
protected under the Government
Guarantee of Benefits agreed at the
time of privatisation.

1517 A package of measures has been put in

place to enhance the service that the
Coal Authority provides on the location
of former mineshafts in relation to
individual properties. A new, reduced
royalty regime has been agreed for coal
mined in the LK.

15.18 The Dismissed Miners Compensation

Scheme has provided pension
enhancements for 140 miners dismissed
by the BCC during the 1984-85 strike and
not subsequently re-employed by the
Corporation and who had not engaged in
serious acts of violence or activity that
seriously threatened the safety of others.

15.19 The Coal Industry Social Welfare

Organisation® (CISWO) was the former
social welfare arm of the BCC and is
now a charitable trust, A £1.4m package
of funding has been provided to help
CISWO te continue to provide important
welfare services in the coalfields areas
over the next 10 years.

Nuclear liabilities

NUCLEAR DECOMMISSIONING
AUTHORITY

:"ImThe MDA will be a new public body

charged with providing strategic
direction to the management of the

15: Assets and Liabilitios TRADE AND INDUSTRY 2004

decommissioning and clean up
pragramme at public sector civil nuclear
sites. It will work in partnership with the
site managers and licensees — at the
outset UKAEA and BNFL —and the
safety, security and environmental
regulators to achieve the most cost
effective, efficient and safe means of
nuclear clean up. It will also look to
develop a strong supply chain and a
skills base capable of sustaining the
clean up programme over the long
timescale required. Current estimates
put the discounted cost of the clean

up programme at some £25bn.

15.21 The setting up of the NDA requires

primary legislation. In line with the
commitment given in the Queen's
Speech of 13 November 2002, the draft
MNuclear Sites and Radioactive
Substances Bill® was published on

24 June 2003. The draft Bill set out the
functions, powers and duties of the NDA
and included provisions far the transfer
of assets and liabilities from BNFL to the
NDA. Comments submitted on the draft
legislation were generally positive and
broadly supportive of the Government's
proposals. The Trade and Industry Select
Committee's Report on the draft Bill also
welcomed the Government’s proposals.
Provisions to establish the NDA were
included in the Government's Energy
Bill?, which was introduced in the House
of Lords on 27 November 2003.

15.22 A Liabilities Management Unit (LMU) has

heen set up to prepare the ground for
the NDA. The LMU is working with
BHNFL, UKAEA, and the nuclear
regulators to discharge this remit.

UNITED KINGDOM ATOMIC
ENERGY AUTHORITY

15.23 The UKAEA is a Non-Departmental Public

Body sponsored by the Department.
UKAEA's main function is to arrange for
the decommissioning of nuclear facilities

125

Aoslablo Bt vesos dti oo, L achmancipa nugspdispring OSpubleation. pod
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and the environmental restoration of
those sites. The estimated cost to the
Department of completing this task is
£3.7bn (discounted at 6%). The NDA
will assume financial responsibility for
UKAEA's nuclear clean up liabilities on
1 April 2005.

BRITISH NUCLEAR FUELS PLC

15.24 BNFL® is a public limited company,

wholly owned by the Government.

It provides a full range of nuclear fuel
cycle products and services to UK and
overseas customers, Its main activities
include procurement of uranium;
manufacture and supply of new fuel,
both uranium and plutonium based;
reactor design technology and services;
glectricity generation; reprocessing of
used fuel; worldwide transport of
radioactive materials; engineering; waste
management and decommissioning.
EMFL operates in 16 countries
worldwide and employs more than

22 000 people.

15.256 BNFL is managed on a fully commercial

basis. During 2002-03 it made a loss
before tax of £1,088m on turnover of
£2.412m and the company did not pay

a dividend to the Government. This
compares with a loss of £2,328m on
turnover of £2,502m the previous year.
The loss resulted from several significant
exceptional charges including: updating
the nuclear clean up provisions for
Hinkley and Bradwell, two Magnox
power stations (£415m); providing for
loss-making contracts within BNFL Inc
({£175m); and writing-down the value of
fuel fabrication assets due to the British
Energy (BE) restructuring deal (£230m).
Other factors contributing to the loss
were the exceptionally low UK electricity
prices during the year, and planned
maintenance outages at Sellafield,

15.26 BNFL's liabilities exceeded its assets by

£2,690m at 31 March 2003. Although
the company has a net asset deficit for

§ Full dotails about BMFL and s sctivities avallable a1 weowe briflcarmy
P Avadable from sy, il gov uknuclearcisanugien hm

accounting purposes, it continues to
trade because of its strong cash position,
The NDA, once set up, will take
responsibility for most of its liabilities
tand therefore remove them from BNFL's
balance sheet) addressing the situation.

British Nuclear Fuels plc
Figure 15.1: key financial information

e e — e —— R ———. e

(€ million)

Profitflloss) After Tax (865)
Capital Expenditure 471
Cost of Capital Charge 94}

BNFL STRATEGY REVIEW

15.27 In July 2003 the Secretary of State
announced that the Governmeant
and BNFL had agreed to conduct a &
joint review of BNFL's future strategy. .
This would take account of the '
significant developments in BNFL's key
businesses, the nuclear industry and the
Government's efforts 1o encourage a
competitive clean-up market in the UK
since 2001. This review also followed
the Government's decision that a
flotation of the company after the NDA
has been formed should no longer be an
option. The conclusions of the Review
were published in December 20032,

|
|
k

15.28 The main conclusion was that a new
BNFL company should be created that
will focus on the management of the
clean up of nuclear sites in the UK from
April 2005, under contract to the NDA,
A new parent company will also be
created, which will both own the
management company and manage
those parts of the business not
becoming the NDA's responsibility, on
behalf of the Government as shareholder..

15.29n addition, a new Nuclear Science and
Technology company would be formed
as a subsidiary, and would provide
research and technology services on a
commercial basis. Other businesses




would be managed to deliver value and
in a8 way that limits and controls risk to
the UK taxpayer. The Government is

15 Assats and Liabhilities TRADE AND INDUSTRY 2004

developed, and is now implementing a
£1.15bn working capital loan facility for
Post Office Ltd. The first of several

currently working closely with BNFL to drawdowns was made on 1 December
implement the Review conclusions. 2003.

15.33 Royal Mail's half-year resuilts to
September 2003 showed a small profit
before tax of £3m. This compares 10 a
loss before tax in the same period last
year of £5642m. The profit on operations
in the letters business in the first half of
the year was £161m, but a 1p rise in
basic first and second class postage in
May was the prime driver behind this.
The business’ improved performance is
encouraging, but the current year is
crucial for the company’s future. Royal
Mail has not yet implemanted key
operational changes in most of the
letters business, which are a necessary
and major contributor to Royal Mail
achieving its renewal plan targets and
sustaining profitability.

SHIPBUILDING LIABILITIES

15.30 British Shipbuilders (BS) exists, under
statute, as a public corporation
responsible for commitments and
liabilities arising from its former
manufacturing activities. s only
remaining assets are in cash and its
primary remaining liability is in respect of
employer liability. Management of the
Corporation’s affairs is undertaken within
the Department, but BS remains a
separate entity. The Board has continued
efforts to ensure its cash resources are
managed to best effect (notably through a
Commutation Agreement on insured
claims) in order to ensure that valid claims
are met, The Board also monitors closely
the corporation’s exposure on health

claims and the efficiency of claims 15.34 The Department continues to provide

funds to support Post Office Ltd's

handling.
restructuring of the urban post office
STEEL LIABILITIES network.
15.31 The lron and Steel Employees Re- Sl Royal Mail Financial
adaptation Benefits Scheme (ISERBS) i Targets 2003 (£ million)
is Stllil .Lm course for the last tranche T ;
of eligible workers to be made Targets
redundant in 2004-05, although those 2002-03
made redundant in March 2005 will Group profit target’®  (318) (197)"
probably receive payment in 2005-06. 2003-04 .
Approximately £32,232,000 has been Group profit target [42:123 mn%
paid to 13,000 redundant steelworkers :
who qualified for ISERBS between o Royal Mail axpésnditurst?
October 2001 and 17 February 2004. gure 13.3: (€ million)
- —~n 8
Postal services 2002-03.
15.32 In May 2003, the DTI secured state aid Profit/lloss) (197}
clearance for a £2bn package of support Capital Expenditure 182
for the post office network, im::luding rural Cost of -::.apdtar charge 16715

post offices. The Department has

0 Up to 2000102, Aoyal Mel had haid a dividend target as woll. However, the Governmaent ded not taie a dividend for 200002 and doas not axpect to
do 50 for the 3 years of the cunant strategec plan, Royal Mail & going 1hrough 8 pariod of ssgnificent restructuning

11 Thig is the underhying loss before exceptranal items, pansions banaliticharge and share of profitilcss in assocates and joent vontues inchuding ron-
sxceptional impatrnon of poadell

‘12 This s the tanget in the original intsrim atrategas plen

13 ProfigfLoss, Capial Expenditure and Cost of Capital Charge forecasts for fonwand yeera se colremencally confadantial, and s ahown for
00203 andy

“14 This ig the underlying loss before nxceptional itoms. pansions benafitfcharge and shar of profitiicsst in associztes and jint veniures

- inchetdhg non-excepticnsl Fhpairment of goodywill)

5"!_5— Based on net Bssats of £2,088m and wSng a standard HMT rate of 8% of ret sssets
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Expenditure on Assets and Liabilities (€ million)

-~ e e

i ﬂ 2 E ‘ &
Coal Authority 20.7 25.4 26.5

Ex-employee liabilities of British Coal Corporation
and other liabilities transferred from British Coal -241.4 944.2 18097 80.2 55.5

af which;

Health claims and associated expenditure -408.5 B60.4 16203 122 48.5
Maovement in Provision 2989 2881 195.0 2275 166.4
Increasafidecrease) in Provision 528.9 a7Z.4 1,685.3 0.0 0.0
Cost of Capital® -78.5 0.0 -160.0 -166.3 -117.9

Cash expenditure (excluded from resource cost) 621.5 860.2 8500 1.247.7 1,155.9

Cuncmmnarv fuel and associated expenditure 157.2 83.4 -11.0 1.6 6.6
Movement in Provision 1833 375 229 20.0 179
Increasafidecreaseal in Provision 15.1 70.8 -20.0 0.0 0.0
Cost of Capitals -51.2 -24.9 -13.8 124 -11.3

Cash expenditure (excluded from resource cost) 672 51.0 523 57.5 46.0

Coal Operating Subsidy 99 0.4 0.4 0.4 0.4
hoverment in Provision 3.2 0.4 0.4 0.4 0.4
Increasefidecreasel in Provision 9.6
Cost of Capital 29

Cash expenditure lexcluded from resource cost) 622 |

British Coal Corporation external finance -0.1 0.6 0.3 0.0 0.0
Movernent in Provision 0.0 0.0 0.0 0.0
Increasefidecrease) in Provision 0.0 0.0 0.0 0.0 0.0
Cost of Capital 0.1 0.6 0.3 00 0.0

L—th expenditure (exciuded frorn resource cost) 0.0 0.0 2.0 0.0 a.0

Coal Privatisation - indemnities 8.0 -6.8 0.0 0.0 0.0
Movement in Provision 0.0 0s
Increasefdecreasal in Provision 10.0 £.8
Cost of Capital 2.0 0.5

Cash expenditure fexcluded from resource cost) 2.7 8.2

Coal Privatisation — Avenue Cokeworks 6.4 -17.7 0.0 0.0 0.0
Movement in Provision 0.0 410
Increasefidecreasel in Prowvision 6.8 -20.0
Cost of Capital 0.4 1.7

Cash expenditure (excluded from resource cost) 0.0 10.0

Managing nuclear liabilities 612.9 2289 1,400 299 99.7

af which:

UKAEA Decommissioning 6105 2309 13937 9E9 98.7
Maovement in Provision 4785 2993 16616 2679 2661
Increase/(decrease) in Provision 2976 148.3
Cost of Capital -165.6 -216.7 -157.9 -165.0 -167.4

___ Cash expenditure (excluded from resource cost) 245.7 2774 3117 291.5 2925

UKAEA Other 24 -2.0 6.4 1.0 108

Movernent in Provision 2.8 4.8 79 25 23
Increase/idecrease) in Provision 3.3 34
Cost of Capital 3.7 -3.4 -1.5 -1.5 -1.3

Cash expenditure fexcluded from resource cost) a8 6.4 73 s T

BNFL/Magnox decommissioning 2,364.5 116.6 2,495.0 1669 176.2
Movement in Provision 2.536.0 35468 27243 4175 442 9
Increasefidecrease) in Provision -6.2
Cost of Capital 11653 2380 2203 2516  -266.7
Cash expendiiture (excluded from resource cost) 0.0 0.0 00 aa 0o

n rhedey Cawt of Cames| chgn or sIsir=ales Fiuels




1 6 NUCLEAR SECURITY AND EXPORT
CONTROL

lr_'utrc:ductlon
Plans for 2004-05
Achievements in 2003-04

Export Controls

Civil Nuclear Security

Muclear Safety, Security and Third Party Liability

The Former Soviet Union Nuclear Legacy

Introduction

The challenge for the Department is to
“ensure nuclear security and safety and
effective and efficient DTI contribution to
preventing proliferation of arms and other
strategic goods”.

161 The DTI's role in the development of the
UK’'s nuclear industry is a varied one,
ancompassing industry ownership and
supervision and regulatory activities to
protect the public and international
safety as well as providing technical
assistance to the former Soviet Union
and Eastern European countries.

16.2 The UK's strategic export controls are
based on national and international
commitments concerning transfers of
conventional weapons, missiles,
chemical and biclogical weapons and
nuclear-related goods and technology,
and components thereof. The
commitments are enshrined in
secondary legislation in two control lists
that are updated periodically to reflect
changes in these regimes. The UK also
controls goods which are not on the
dual-use list but which may be used in
connection with a Weapons of Mass
Destruction (WMD) programme.
Controlled goods may not be exported,
except with a licence issued by the
Department, that works with OGDs,

1 Full taxt avadable at Wi fmso.goy ukiactalncta 300220020028 htm
2 Funher detais about the HSE and f1s work avaishle t wwa fee gov k)

particularly FCO, MoD and DfID,
in issuing or refusing them.

Plans for 2004-05

16.3

16.4

The DTI will continue to work to prevent
countries of concern and groups gaining
access to UK originated technology or
materials concerned with weapons of
mass destruction, and to protect nuclear
materials and civil nuclear sites. The
current UK export control legislation
dates from 1939 and will be replaced by
the Export Control Act 20027, which,
with associated secondary legislation will
be brought into force by May 2004. The
more comprehensive scope of this new
legislation will make export controls
more effective and an awareness
campaign will pave the way for efficient
implementation.

The Department is accountable for
nuclear safety and, with ongoing
effective liaison with the Health and
Safety Executive? and its Nuclear
Installations Inspectorate, will continue
the appropnate development of the
international nuclear framework for
nuclear safety, and ensure that the UK is
prepared to deal with the off-site effects
of an emergency affecting a nuclear site.
The Civil Nuclear Constabulary will be
established, as a stand-alone force.
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165

16,6

Subject to the conditions of the
proposed solvent restructuring of British
Energy, the Department will continue to
support the restructuring. It will also
maintain its contingency arrangements
in case the restructuring fails for any
reason 1o ensure its overriding priorities
of nuclear safety and security of
electricity supplies are met.

The Department will continue to
discharge its commitment to the nuclear
element of the G8 global partnership on
reducing the threat from weapons and
materials of mass destruction, through
the nuclear submarine dismantlement,
making spent nuclear fuel safe and
secure, the disposition of fissile
materials and deployment of weapons
scientists of the former Soviet Union.

Achievements in 2003-04

Export controls

16.7

The Department has continued to
administer export controls effectively and
efficiently so as to minimise the burden
on exporters, and leads an two
associated cross-Government projects,
JEWEL and SCOPE. The export
performance improvement project,
JEWEL (Joined-Up and more Efficient
Working on Export Licensing), which is a
joint project with FCO, MaD and DfID,
aims to create a “singie export licensing
community” across Government in order
to facilitate joined-up working. The

HIGHLIGHTS OF 2003-04

3 Avadabin mm.mi_gw.ummwmmmmfﬂmg_mm el

& Full bext svailatle at wwe padament the-stationen-otfice co.ukipa/d2 00304 AdbiEs 003 2004002 htm
5 Further details can be found a1 wwww biritish-enargy.com/ . '

Whitehall-wide project, SCOPE, is
concerned with the electronic sharing of
intelligence.

Nuclear safety, security and
third party liability

16.8

16.9

Work has continued with nuclear
operators to further reduce the
vulnerability of nuclear installations

to malicious attack. The Director of
Civil Muclear Security regulates
security at nuclear installations, and

his second annual report was published
on 25 June 20032,

The Energy Bill* that was introduced into
the House of Lords in November 2003,
contains the necessary clauses to
establish a Civil Nuclear Constabulary as
the successor to the United Kingdom
Atomic Energy Authorty (UKAEA)
Constabulary.

16.10 The cycle of testing off-site civil nuclear

emergency response arrangements
continued with a prograsmme of eight
exercises at sites round the country.

BRITISH ENERGY

16.11 The Government continued to support

the proposed restructuring of British
Energy® (BE) in accordance with its
overriding priorities of nuclear safety and
the security of electricity supplies, and
on the terms set out by the Secretary

of State on 28 November 2002.




16.12 Following BE's announcement on

14 February 2003 that it had reached
agreement in principle with its financial
creditors on its restructuring plan,

the Government made a state aids
submission to the Eurcpean Commission
on 7 March 2003. The Commission
announced on 23 July 2003 that it was
opening a formal investigation procedure
into the Government's aid to BE. The
investigation, which is entirely normal

in major restructuring aid cases,

1S continuing.

16.13 The Electricity Miscellaneous Provisions

|

Act®, which will enable the Government
to carry forward its part of the proposed
restructuring or, if it fails, to acquire BE
or its assets, received Royal Assent on
8 May 2003.

16.14 On 1 October 2003, BE announced that

it had formally agreed with creditors the
terms of its proposed restructuring that
had been announced on 28 November
2002. Accordingly, the Government
confirmed its support for the plan by
entering into agreements that reflect the
in-principle commitments announced by
the Secretary of State on that date.

The company's announcement was a
significant step forward by BE towards
the implementation of its restructuring
plan, however, there remain significant
milestones ahead. The restructuring will
only be implemented once all the
conditions of the formal agreements to
it, including state aids approval, are met.
The Government remains well prepared
for administration in case the proposed
restructuring fails for any reason.

16.15 Subject to the conditions of the

proposed restructuring, the
Government’s Credit Facility Agreement
remains available to BE with the
maximum amount available at the

time of writing being £200m.

F Full teot availshie 0t vinsew, himso, gov ukiacts/ic 12 2003/2 0030008 it
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Civil nuclear security

16.16 The Office for Civil Nuclear Security

{OCNS) is the security regulator for the
UK's civil nuclear industry and has been
closely involved in government-wide
discussions and arrangements to
counter the sustained high level of
terrorist threat. OCNS contributed to
the newly formed Joint Terrorism
Analysis Centre and successfully
introduced new Regulations for the
security of nuclear and radiocactive
matenals at icensed nuclear sites and
for the transport of nuclear materials?.
OCNS inspectors worked closely with
the civil nuclear industry to ensure

a smooth transition to the new
arrangements, giving priority to newly
regulated organisations and an internal
review of working practices associated
with personnel security checks (vetting)
will lead to significant efficiency
improvements and space saving,

16.17 Collaboration with European nuclear

security regulators has been
strengthened and agreement reached
with the USA MNuclear Regulator for the
exchange of sensitive nuclear security
information. OCNS has contributed
significantly to the Internaticnal Atomic
Energy Agency® (JAEA) nuclear security
programme at the policy level, through
the development of guidance on the
security of nuclear matenals and
radioactive sources, and by providing
professional advice to its Member States
through missions and workshops.

The Former Soviet Union nuclear
legacy

16.18 The DTl manages, on behalf of the UK

Government, a £32.5m pa programme 10
address nuclear cold war legacy issues
in-the Former Soviet Union (FSU). The
programme s part of a GB initiative to
reduce the global threat posed by the
spread of weapons and materials of

i “The Nuciear Indiesiries Sacurity Regulabons 20037 51 No, 40T, avadlsble 01 wans Bmsn. oo uk/sys2000/20020403 htm
Furthes informaton about the [AEA and s ctnaties can e found St wiww. a8 aray

1
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mass destruction and the Prime Mimster some 20,000 spent nuclear fuel

has committed up to $750m to this work assemblies at a former navy base in

over the next ten years. north-west Russia, as well as enhancing
nuclear safety across the FSU and .'.

1619 A robust project management structure
for this programme to drive forward
projects and manage risk has now been
established along with a comprehensive
project portfolio covering seven FSU
countries = Russia, Ukraine, Kazakhstan,
Lithuania, Bulgaria, Slovakia and Armenia.

assisting with the creation of non
weapons related employment in nuclear
closed cities, Further projects are
currently under negotiation with the
Russian Federation and are expected

to get underway later this year.

16.21 A detailed report reviewing progress
since April 2001 was published in :
December 20039, This document also |
sets out the long-term priorities for the
programme and lessons learned in t
establishing the programme. Further
reports will be published annually and
will be available from the DTl's website.

16.20 This work includes dismantling two
Russian nuclear submarines,
constructing a spent nuclear fuel storage
facility at Murmansk, the safe and
ireversible decommissioning of a
reactor in Kazakhstan designed to
produce plutonium for nuclear weapons,
the construction of the Chernobyl
Shelter, assisting in the safe removal of

Figure 16.1: Expenditure on Nuclear Security and Export Control (€ million]

2001-02 200203 2003-04 0405 Zﬁ 3
Duttiirn Outturn Working Tl
Total 27.6 25.7 55.8 56.9
of which: -
Nuclear Safety and Security 16.7 10.6 348 348 348 _'
of wehich;
Muclear Support to Formar Soviet Union 132 82 322 32.2 322 1
Civil Nuclear Emergency Planning 2.1 21 2.2 22 22
Nuclear EI‘IEITQ',I' Agency 0.4 03 0.4 04 04
Non Proliferation 179 151 201 210 221
__of whih:_
International Atomic Energy Authority (IAEA) 7.9 10.4 13.6 14.1 158
Organisation for the Prohibition of Chemical
Weapons (OFCW) 2.0 27 3.7 33
Organisation for the Prohibition of Biclogical
Weapons (OPBW) 0 0 0.5 0
Muclear Safeguards 1.0 15 1.8 28
Export Licensing Via Internet Service (ELVIS) 1.0 0.5 0.5 08

8 Auadable a1 wwew dn gov ukienangyinucieesisg



1 7 THE EXECUTIVE AGENCIES

. The Small Business Service

. Companies House
- The Patent Office

The National Weights and Measures Laboratory
The Radiocommunications Agency

The Insolvency Service

The Employment Tribunals Service

The Small Business Service

171 The Small Business Service! (SBS) is
included in the Department's gross
administration cost provision. It was
launched as an executive agency on
1 April 2000. In December 2002 the
SBS published 'Small Business and
Government — The Way Forward? which
set out a new policy framework for a
Government-wide approach 1o helping
small businesses. It identified seven
strategic themes as key drivers for
economic growth, improved productivity
and a wider involvement in enterprise
for all.

17.2 During 2003-04, SBS has worked
closely with OGDs and partners at
national, regional and local level to
develop these themes into seven
national strategies and identify a package
of practical measures to support small
business and enterprise. This work led
to the publication of ‘A Government
action plan for small business - Making
the UK the best place in the world to
start and grow a business® — the first
ever cross-Government action plan for
small business.

5BS Targets for 2002-03

Publish by October 2002 a strategy for the SBS
for the years 2003-04 to 2005-06.

“Small Business and Government — the way
farward"” was published on the SBS website! in
December 2002,

10% increase in the number of people aged
under 30 years participating in Enterprise

A 10% increase in STEP placements in summer
2002 wwas achieved. Data for Enterprise Insight and

Insight, Young Enterprise and STEP. Young Enterprise will be available in Q4.
Implement the small firms impact test across The enhanced Srmall Firmns Impact Test is
Government by March 2003. an integral part of the revised Cabinet Office

guidance “Better Policy Making and Regulatory
Impact Assessment ™4, launched in Januwary 2003,
SBS will be working with the Cabinet Office on
promoting the revised guidance and Small Firms
Impact Test to Whitehall policy makers to raise
awareness by March 2003,

1 Furiher dotads about the ‘SBS and its actiitias, inchuding its Annual Raport, can be found at: wawv shs. g, ul)
g Full taxt avallsbia 01 werwe sba gevuk/conenthwhowearabestrategylmabassion pdf
- Full et gvailatle at www: she gov.ul/eontenyT-strategie siActanPlan summary pd!
Aivailate-from weww cabinat-offsoe gov ulireguiston/scrutnyria-gudance pat
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SBS Targets for 2002-03

Targets

Outturn for 2002-03

Reduce the gap in business start-up rates
between the most and least disadvantaged
local authority wards by 1 percentage point
a year.

Target on course: between 2000 and 2001 the
gap in VAT registration rates in the 20% most
and least deprmved wards narrowed by just over
1 percentage point,

By end 2002-03, establish and implement
an accreditation system for Community
Development Finance Institutions to enable
businesses to benefit from the community
investment tax credit in the 2002 Budget.

On course: receipt of State Aids clearance from
the Eurapean Commission in October 2002 cleared
the way for the preparation of Regulations and
other material setting out detailed oparational
procedures.

Launch the “Bridges”™ Community
Development Venture Fund (formerly known
as the Community Development Venture Fund)
by June 2002.

SB5 launched the “Bridges” Community
Development Venture Fund in May 2002.

Publish an action plan in response to
consultation on a national strategy for
start-ups by October 2002,

Start-up strategy and action plan put in draft to
cross-departmental start-up group in November
2003, Start-up strategy to be published in late
January/early February 2004,

Increase the market penetration and overall
customer satisfaction level of the Business Link
Operator network over 2001-02 levels.

Market penetration and customer satisfaction

have improved in 2002-03 over 2001-02 levels.
Market penetration in 2001-02 was 13.7% of Inter-
Departmental Business Register, and at the mid
paint of 2002-03 it was 8.6% |compared with
7.0% at the same point i 2001-02). Custormer
satisfaction was 82% in the period ending
September 2002,

Increase small business access to finance,
through:

¥ the six remaining RVCFs to be launched by
31 December 2002;

¥ six Investment Readiness demonstration
projects to be underway by September 2002;

¥ Early Growth funds to invest in 200 small
businesses by March 2003.

Four of the remaining six RVCFs are now
operational. The West Midlands and East of
England Funds will be operational by April 2003,

Achieved

Contractual and State Aid difficulties delayed the
launch of Early Growth Funds. The first fund was
launched in December 2002 and two more are
expacted to be launched by March 2003,

Achieve recognition as an Investor in Paople in
2002-03.

The Executive Team agreed to postpone recognition
until the strategic review had been implemented.

Improve on our prompt payment performance
from 2001-02 to achieve payment of 100% of
valid invoices within 30 days.

898%




Figure 17.2:

o
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SBS performance against targets for 2003-04

Estimatod outtum for 2003-04

Work with key Government departments such
as DFES, DWP and HMT to build a

comprehensive, cross-Government strategy to
support an enterprise culture by January 2004,

Action Plan and detailed Implementation Plan
agreed with relevant OGDs (DFES, DWE HMT,
IR and the HO)

Tarms of Reference agreed for review of 'Routes
off Benefits into Self-Employment’

Ensure that “Enterprise Shows”, bringing
together Government and private sector service
providers to help those thinking of starting a
business, are held in at least five regions by
January 2004,

Frogress has been made with several RDAs, and
praposals have now been agreed in two cases
IOMNE and SEEDA). Events will now take place in at
lzast three RDA regions during Q4 2003-04,

Review the available research evidence on
the factors that determine a small business’s
capability to grow, map the interdependence
of these factors and, by March 2004, publish
a “capabilities for growth” strategy.

Ressarch avidence reviewed. Strategy for building
the capability for SME growth 1o be published on
8 January 2004 as part of the Government strategy
for SMEs.

Implement a new grant for research and
development (the successor to Smart), support
700 projects under the new scheme, pilot a new
grant for “innovation capability” and reposition,
and increase the profile of the Smart
Achievements Awards by March 2004,

The target of supporting 700 new R&D projects will
be achieved although these will be a mixture of
Smart and Grant for RAD projects. The number of
projects supported to end December 2003 was
200 Grant for R&D projects and just under 500
Smart projects.

Deliver the current range of interventions

to improve the availability of small business
finance, including rolling out the Early Growth
Funding programme and the RVCFs by

March 2004,

L

Three Early Growth Funds, including one national
technology project, are now investing, with a
further three on track to be launched by end of
February 2004,

At the end of December 2003, £17m had been
invested in 70 small companies through the RVCFs.

Launch Phoenix Development Fund, “Building
on the Best” projects by December 2003,

Reduce the gap between VAT registrations in
the 20% most deprived local authority wards
and the 20% least deprived wards by 1%

Results of second, and final, bidding round
announced in December 2003,

The latest data available are for 2001 {published
Novermnber 2002). Between 2000 and 2007, the gap
in VAT registration rates in the 20% most and least
deprived wards narrowed by just over 1% paint.

Roll out in three stages by March 2004 the new
DTl business support portfolio using BL (both
the website and the face to face service) as the
primary means by which businesses access
DTl's products and services.

Increase the market penetration of BL from the
current rolling average of 16% to 22% and the
customer satisfaction rate of those using BL
from 82% to 87% by March 2004.

The e-Services element is the Business Suppaort
Directory, which was launched on schedule in Apnil
2003 and has now been expanded, as planned,
from 140 to some 550 schemes covering virtually
all mational-evel and Develved Administration
schames. [t will be further extended by Apnl 2004
to cover regional and some local schemes.

At the end of O2, market penetration was 18.5%,
well on the way towards the 22% agency target
for the full year. The customer satisfaction results
reported wara 85.4% in G2, an increase of 1%
over the last survey penod in Q1.

135
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SBS performance against targets for 2003-04 - continued
: s e

Evaluate the three RDA-led business support
pilots in the North West, West Midlands, and
East Midlands, providing an initial comparison
of participating and non-participating regions by
January 2004,

The RDA-led Business Support pilots are being
independently evaluated in three stages. ECOTEC
submitted their Stage 1 report in September 2003
and finalised it in December 2003. The report
combines an overview of each of the pilots with
an overall look at the common elements and the
potential areas for commen measurement of
progress in the future.

Stage 2 of the evaluation begins in January 2004
and is due 1o report in March 2004. Stage 2 is more
gualitative-based assessment of progress to date.
Stage 3 is scheduled for autumn 2004 and will be
an early assessment of the impact of the pilots.

Publish and promote a ‘No-Nonsense Guide to
Government rules and regulations for setting
up your business’in print and via the web by
April 2003.

100,000 copies distributed.

Draw up, with other departments, an action
plan to deliver significant improvements in
Government's performance in relation to the
regulatory environment for small business far
publication by November 2003.

Cross-cutting issues in small firms Action Plan.
Detaled retorm measures identified in the
Regulatory Reform Action Plan, published in
December 2003

Work towards securing formal Investors in
People recognition by June 2004.

As part of the Human Resources (HR) Strategy,
work has progressed in developing & capatiiity
framework to provide a firm base for developing the
organisation through developing the people. This will
support the business development and the planning
and evaluation of learning across the organisation.

Figure 17.3: SBS financial performance (€ million)

Administration costs 17.6 18.7 18.7 187
_Programme 3893 387 8 250.0 3700
Capital 34.0 17.0 17.0 17.0

e e ali—

e
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Companies House

17.3 Companies House® (CH) is a Trading
Fund and so its expenditure does not
feature on the Department’s Request
for Resources. It is required to service
its debt and pay a dividend, and
its administration costs are entirely
covered by fee income.

Companies House Performance Against Targets
3 200001 200102 200203 200304

B

17: The Executive Agoncles TRADE AND INDUSTRY 2004

17.4 CH is continuing to develop, modernise
and broaden the way information is
received, held and disseminated,
including working with the SBS in the
development of a website portalé. The
populanity of CH's online services has
resulted in more than 60% of new
companies now being incorporated
electronically and ten of its most popular
forms can now be completed and filed
via its website, which has recently
been redesigned.

Make statutory documents available for public Target 99% 99% 99% Intemal target
inspection within maximum five days of receipt in CH.  Outturn  99% 100% 100% Intemal taiget
Achieve, on average, monthly compliance rates Target 95% 5%, 05 % 95%
for accounts submitted. Cutturn. 96% 95% 965% 96%
Ensure that fiche provided to customers is error free.  Target 9B % 98% Discontinued

Cutturn 98% 98% Discontinued

Ensure that current processing is error free, Target 96% 96% 96% 96%

Qutturn 965% 96% 96% 98%
Payment of Bills within 30 days or other agreed terms.  Target 100% 100% 100% 100%
Qutturn 8% 89.6% 996%  99.8B%

Reduce real unit costs of processing/document Target 3% 3% 3% 3%
registration (compared with the previous year). Qutturn 7% 4%, 3% 3%
Achieve, taking one year with ancther, an average Target 6% 6% 6% 6%

~annual rate of return (= operating surplusfaverage Outturn 2% 8% B% B%
net assets x 100%),

‘Reply to all Chief Executive cases from MPs within Target 10059 100% 100% 100%
10 days of receipt, Quttumn 100% 100% 100% 100%
Respond to complaints within the target period. Target 90% 90% 96% 97 %

Outtum S6% 86 % 98% 97%

Service availability on Companies House Direct. Target M/A, 98% 98% 98%

Dutturn MA DB8% 98 % 93%

Service availability on WebCHeck (new target 2002-03).  Target /A N/A 9B8% 98%

] Outtum A MNFA, a7% 98%
Image Quality (new target in 2002-03). Target A NFA 88% 98%

' Duttum A NfA 94% 97%

Customer Satisfaction, Target h/A 75% >B0% >B0%

Qutturm NfA B2% B80% B5%

Fiill mu.u About CH and its actvitiag can be found 81 v, oo pa e s houss ooy .k

W b alink gov uk

LEL
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Figure 17.5: Companies House Financial Performance (E million)

Still to be determined. |

Income
Subject to outcome of
Pricing Raview,
Expenditure 44.5% 436" 48.7* Az above
Surplusfideficit) 0.4 4.8 23 As above

* Expendibend BEs been adjusted to take account of nat interest peablyecevibie, and also the davidend on Fublic Dividend Cagital.

The Patent Office increasing output relative to expenditure
by an average of 2% per year over a

rolling three-year period. It is also
waorking towards challenging customer
service standards and demanding
Ministerial targets.

175 The Patent Office’ is a Trading Fund and
as such its expenditure does not feature
on the Department’s Request for
Resources. It is required to service its

debt and pay a dividend, and its annual
administration costs are ent'irellf covered 176 |In addition to those listed in the previous

by fee income. The Patent Office is table the following new Patent Office

working to an efficiency target of targets were introduced or amended
in 2001-02 to 2003-04:

Patent Office Performance Against Targets

To pay bills within 30 days of receipt of goods

or services or a valid invoice, whichever is the later. 100% 99.4 984%  98.8% 88.5%=
Tor reply within 10 working days to all MPs’

letters delegated to the Chief Executive. 100% 100% 100% 100% 100%*
To increase output in relation to current

expenditure by an average of at least 2% per

annum over the panod 1998-93 to 2002-03. 2% 3.4% 1.7% 4.0% 2 4%k
To increase performance year on year so that Target nfa 90% 90% 75%
90% of search reporns are i1ssued within six Actual rfa 71.5% 69.1%2 B4 8% |

manths of request by 2005-06. Target milestones
are 2003-04 V5%, 2004-05 80%, 2006-06 90%

To grant 80% of patents within three years Target nfa 90 % 80%: 90%

of request. Actual nfa 93.3% B9.5% 91 %2
To register 90% of designs within ning months Target nfa 0%

of applications. Actual nfa 92.7% Discontinued !

7 Full details abowt the Patent Oifice and s aciities avsdabis a1 v, patant gov. k)
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The National Weights and revenue from the DTI Legal Metrology

Measures Laboratory Programme and other operational areas,
NWML has embarked on a strategy of

developing new business streams, A
more focused approach to marketing
activity is taking place. A reorganisation

increase expenditure in line with of the agency is well advanced and this
workload provided that it is recoverad will be more business orientated with

from receipts. In 2002-03 NWML met business team managers given maore
both its financial target and its efficiency freedom and responsibility to run their

targt::-'[. The current set_of 'ea.l.'gets B parts of the Agency. An efficiency
provides a balance of financial, efficiency review has just commenced and a

and customer-focused targets. report will be made to the strategy

17.8 Each planning cycle NWML considers team by the end of June 2004,
how targets can be tightened and
what new targets might be appropriate.
As a consequence of a reduction of

NWML Performance Against Targets (£ thousand)

17.7 The National Weights and Measures
Laboratory® (NVWWML) cperates under a
net running cost regime. It is free to

To break even in the Income and Expenditure Target 0 0 =310 -35
account. From 2003-04 changed to a three-year Actual 73 BS -4 o
cumulative surplus of £42,000 from 200304
to 2005-06.
To meet the nat RfR target. Target 102 170 : :
Acwal 400 100 i

Ensure that total overhead costs are less Target (x) 55.0% 55.0% 53.0% B5%
than x% of total costs. Actual 53.9% 54.4% 56.3% 55%
Completion of x% calibration jobs withiny  Target Ix) 95.0% 95.0% 95.0% 895.0%
waorking days. Actual  95.2% 96.2% 97.3% 96.0%

Number of days (y) 18 18 18 18
Completion of x% European type approvals  Target (x) 90% 95% 95% 0%
jobs in yweeks. From 2003-04 this has Actual 95% 100% 97% 100%
been extendad 1o all type Number of weeks (v} 10 10 10 10
approval jobs.
Achieve an average completion time of x Target (x} 7 (<] 6 5
waeks or better for European type approvals.  Actual 54 4.4 28 4
To meet x% milestones by their due date in  Target (x) 70% 70% 72%® 80%
the work programmie agreed between the Actual 75.3% 75.8% BO% 80%
NMSPLE and NVWRL.
Achieve a customer rating of x% or more Target (x) B0% 95% 9595 95%
for NWML's provision of services. Actual 95% 95% 95.9% 95%
To increase non-DT1 income by x% Target (x) 15% 7.5% o

Actual 15% 16% Discontinued

8 Full dsests sbout the MWL and it activitias can be fowund ot wians il ge. sk
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Figure 17.8: NWML performance against targets (£ thousand) - continued

Estimate
In respect of UK approvals (new patterns Target nfa n/a n/a 7
only} to achieve an average time per job Actual 7
of x weeks,
In respect of approved verfication, to Target nfa ria nfa 95%
complete the evaluation of the application Actual 5%

and supporting documentation within 30

days of receipt for at least x% of applications.

To achieve £566,000 worth of new external income during the period 2002-03 to 2005-06.
In 2002-03 £24 400 was achieved and the estimate for 2003-04 is £56,000,

-8 Tarpet extended 1o incliide aversge complation ma of 14 days
b Terget refers 1o those schaduled for year one

- & Nafional Measprament System Pobkoy Unit
d Target tghtensd to rallect schEvament in prenvicas year

Figure 17.9: NWML Financial Performance (€ million)

BE 4 Provision
Income 3:2 33 34 34
Expendiure 2.3 33 34 35
MNet cost of operations 0.1 0 0 0.1
The Radiocommunications expenditure in line with workload
Aggnc? provided that this was covered by

receipts. The following tables present
the RA's performance against targets
and financial outturn to 28 December

17.9 The Radiocommunications Agency (RA)
merged with four other regulators to

E ;
pBcome CAcam: of) 24 December 2003, 2003. In the case of the latter, this
F'nﬂr. to this, RA was subject tct net should be viewed as an initial outturn
running costs control and was included ahead of the finalisation of the Agency’s

in the Department's Request for

: closing accounts.
Resources, but was able to increase

;ﬁl. Full getass of Ddeoen and B3 activilias can be foundg 8t wees ofcom ong.uk)
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Figure 17.10: RA Performance Against Targets

AApr-Doc]
PP b oo g Tl )
Estirmate (%)

sl Ll

Process and dispatch documents for 100% in 5 daysd a3 a8 100 100
applications and amendments to (Apr = Jun)
Category A? licences 100% in 7 days®
{Jul — Dec) New target 100
Process and dispatch documents 0% in 15 days® 100 95 99 a5
for applications and amendments to 100% in 25 days? 99 100 100
Category B licences within 15 days {Apr — Jun)
inew licences or vanations to licences). 90% in 21 days® MNew target 92
the remainder to be processed within - 100% in 42 days? New target 100
25 working days, or an explanation to  [Jul - Dec)
be given to the applicant
Process and dispatch documents for 90% in 40 daysd 78 an 92 23
applications and amendments to 100% in 60 days? 100 100 100 100
Category Ct licences within 40 days (Apr = Jun)
Inew licencas or vanations to licences); 90% in 42 dayse MNew target 92
the remainder to be processed within -~ 100% in B0 days® Mew target 100
60 working days, or an explanation to  {Jul = Dec)
be given to the applicant
Investigate reports of interference
Safety of life services 100% in 24 hrs 100 100 100 96
Business services Q8% in b days 100 99 a5 97
100% in 10 days 100 100 a7 88
Domestic TV and radio 98% in 1 month 100 100 89 100
100% in 2 months a9 100
Formal Letter 1o Complainants 90% in 10 days - 99 84 a5
100% in 20 days - 100 a7 99
Respond to correspondence from 100% in 10 days 87 100 0 100
MPs delegated to Chief Executive
by Ministers
Enquiry point to answer telephone 95% in 30 secs 96 96 87 97
enuires
Prompt payment of invoices 100% in 30 days 100 100 100 100

a Lcences wiuch iInvoive no froquency assignment. g sie clearance nor mtemational co-srdinaton

O Liconces wihich svsalve frégquency sesignment Bul no sie clearance nor intemnmatonal co-oddinatsan

£ Lecancas whah invehe Irequancy assagnment with site claarances. or irntemnatanal oo-ordnatan

d Drays refer to workong diys

& Days refers 1o calendar days, refiecting the revisions 1o liconsing targats from July 2003 onwairds 10 comply with the requssemants of the EC
Authpration Diractive

Figura 17.11:

Radiocommunications Agency Financial Performance (£ million}»

Income
Expenditure
Surplus

& Figuras are on an socruals basls
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The Insolvency Service The Enterprise Act 2002 that are
scheduled to be in place in 2004.

. : : These reforms include the move to a
included in the Department’s gross net controlled regime from 2004. The

administration cost provision. The key Redundancy Payment Service merged
issues for INSS are the implementation with INSS in 2003-04.

of the insclvency reforms contained in

F
The Insolvency Service Performance Against Targets
248 200001 200102 200203 200304

Hald initial mesting of creditors Target 96.0% 97.0% 97.0%  Discontinued

17.10 The Insolvency Service!0 (INSS) is

within 12 weeks Cutturn 97.2% 98.8% 97.3%

Report 1o craditors on assets and Target 97.0% 98.0% 98.0%  Discontinued

liabilities within B weeks Cuitturn 093.8% a7.9% 98.4%

Complete case administrations Target 25,000 26,000 28,500 26,000
Outturn 27,035 26,395 30,328 26,000

Number of prosecution reports Indicator 1.125 1.110 1,174 Discontinued

submitted where there is evidence  Outturn 1,110 1174 1,097

~ of criminal behaviour

Number of proceedings brought in - Indicator 1,497 1,456 1,575  Discontinued

the public interest for the Outturn 1,456 1.575 1,775

disgualification of directors of

failed companies

Maintain the unit cost of case Achievement -8.0% 7.2% Discontinued

administration at 0% in real tarms
over the period 1998-20022

Contain the unit cost of case Achieverneant 2 Year Target +1%
administration at +1%®
- Reduce the unit cost of investigation Achievement 10.6% 21.0% Discontinued
- by 10% in real terms over the period
1999-2002
Contain the unit cost of Achigvement 2 Year Target +10%
~_investigating cases at +10%"
Fercentage of user satisfaction as Target MNew Mew New B6%
- measured by the USI Outturn B7%
The average time of concluding Target MNew New New 24
- disqualification proceedings months  Outturn 223
. Percentage of disqualification cases Achievement Mew Mew New
~ concluded in: 30 months - 85% 85%
- 24 months - 60% 60%
Action invoices for payment within
30 days - 100% Achigvement  98.6% 99% 99% 98.9%
- 20 days - 97% Mew 97.3% 97.6% 96.7 %
Action Insolvency Service Account  Achievernent  98.9% 98.7% 98.5% 97.2%
payments within 4 days - 98%
Action redundancy payment Target 80 % 80% 80% 82%
claims within 6 weeks Outtum B6% BE6% 86% 89%

o=
-
-

L} The increase in wnit cost is attibutables 10 addiional unning costs of ey v (1T Infrastruciure over the ﬂf!ﬂll'lﬂ| capital purchase propectian; B
Bcoiarated IT training programime; star & costs for the msalvency qualificabon and a0 increagse @ overtasd amrinitabia 10 ceEsE admInIstAton 8% a
et of larger than progacted noductions in investipation it cost

h Thoao incresaes reflect plans by 1MSS 1o mwast in information sechnology and staff macurces 10 prapare tor the Enterprae Act 2002 This
infvEabmant B epecied (o bead 10 & nat reduction in @i costs owar @ Sopeal period.

! il cieisibs aout This Ingohvency Service Bnd 15 actities mailable at wiww insovency.govuk
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Figure 17.13: The Insolvency Service Financial Performance (£ million)

“m S Mﬂ

Income 58.6 60.8 59.1 591 |
Admimistration Costs 537 69.30 1.60 .68
Programma 17.0 16.4 93.9b 9620
Met Funding nia nfa 34.80 37.1e

a Income and Admenistation costs for 2003-04 haes been increpsed by £8.Bm for the mesger of Redundancy Peyrnents Senvice on & full cost
recaweny bass: Income in 200304 has also bean reduced for one-all findros! chanpes upon smplemantalion of Tha Entemprss Act 2002

b Frosen Apnd 2004 INSS moves ontd 8 net controlled regime whan inoome will be wsed to cover the costs of axpandstune on adminstration of
msabooncs rectssified as prograrms), The Dapartrment will continus 1o fund the costs of disgualification work from programimee and poficy wiork
from edbministration

Redundancy Paymeants [£ million)

Mﬂmm

Payments 2250 253.0 235.0 235,!]
Receipts 200 240 24.0 24.0
The Employment Tribunals high and cases are increasing in
Service complexity. Mevertheless, user

satisfaction with the quality of service
provided has remained very high for the
last four years.

17.11 The ETS"! is a gross cost controlled
Agency, The number of applications
made to Employment Tribunals remains

|
!

11 Full details sbeat the ETS and lts activities can be found a1 wiw, ats.gov.uk/
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ETS Performance Against Targets
i s gt

Registered Employment Tnbunal applications 130,408 112,227 98,617 120,000
Registered appeals to the Employment 15628 1,432 1,170 1,280
Appeals Tribunal (EAT)

Percentage of single Employment Target® 85% 75% 75% 75%
Tribunal cases to a first hearing within Actual 77% 69% 74% 81%
26 weeks of receipt

Minimum standard to be achieved by Targets 75% 65 % 65% 65%
all offices in relation to the above target Actualt 57% &7 % 45% 67%
Percentage of Employment Tribunal Target B5% B5% B5% B5%
decisions issued within 4 weeks of hearing Actual B6% B3% B6% 89%
Real terms reduction in administrative Target 5% 5% 3% 3%
unit costs in the Employment Tribunals Actual 13% 11% B% 1%
Percentage of Employment Tribunal Target 85% 85% 85% 85%
users satisfied with Agency service Actual 95% 95% 95% 95%
Percentage of appeals registered by the EAT Target 90% o0% 90% -
for a preliminary hearing which are ready for Actual 92% 94% 92%

listing within 6 weeks® .1
From 2003-04, percentage of appeals to EAT Target - - - 75%
to a first hearing within 39 weeks of receipts Actual 979%

&l Target lowesned by 10 percentage points and announced 1o Parkamisnt on 18 Ociober 2001
b Figures indicate the performance of the lowest parforming ETS office agains: the heanng tanpe
cl A pew target for the EAT replaces the old target with aifect from 200304

Figure 17.16: ETS Financial Performanca (£ million)
L Provision
Administration Costs? 26.7 27.3 287 29.3
Programme Costs® 37.2 43.0 43.4 436
~ Capital 5 13 5.3 3.6

8 Figuras are on full resource basis, incluting Degrecaation and Cost of Capital {spponionedfaliocatzd bemween Administration and Programms as
aporopnate) and Departmanial Dveitpads







TRADE AnD INDUSTRY 2004

1 8 MANAGING THE DEPARTMENT

Introduction

Setting and Delivering Priorities

Marketing Communications

Corporate Strategies and Services
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Delivering the Department’s Strategy
requires a high-performance workplace
with a strong focus on delivery, To
achieve this, the DT| is committed to
transforming and continuously improving
its internal processes and services so
that they effectively and efficiently meet
the needs of their internal customers
and support the delivery of the
Department’s strategic objectives and
priorities. How the Department is doing
this is summarised below.

Setting and Delivering
Priorities

182

18.3

In September 2003, following extensive
analysis, the Department launched the
DTI Strategy'. It sets out the evidence-
based priorities for how the DTI will
work towards its ambition of raising

UK productivity delivering ‘Prosperity
for All". The DTI's work is framed within
its strategic objectives to support
successful business and enterprise;
promote world-class science and
innovation; and ensure fair markets,

These priorities are translated through
the Department’s business planning
inta detailed action plans for 2004-07,
which set out how the DT| will
deliver them and provide a basis for
managing performance in delivery
during the coming year. These plans
are summarised in the DTl Business

184

¥
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Plan? and in the preceding chapters of
this Report.

During 2003-04, the DT has:

been putting into practice its new
approach to business planning and
performance management, which
details the key objectives and sets the
monitoring and evaluation framework
10 Measure sSUccess

developed a new strategy for the
Department, based on a strong evidence
base, setting out the key priorities which
will help deliver its objectives, ultimately
raising UK productivity

undertaken a review of its corporate
gavernance structure to establish a

new framework aimed at improving

the transparency and effectiveness of
decision making across the Department,
as part of its Efficiency Project

(see below)

secured OGC endorsement of a newly
created centre of excellence on project
and programme management. As part
of these arrangements, projectcentre
provided professional mentoring for
project managers in over 40 projects
across the DTI.

During 2004-05, the DTI will:

apply the prionties and principles in the
Strategy in delivering the objectives in its
Business Plan and in its approach to the

i'l' That Serateqgy docurnent and ihe supporong analysis are avalable from woeescdtl geee widfaboutiatratiegy 003 hamd

- The DT1's busisess plan for 200407 5 available from the DT1s website, wied gov ikboutbusinesspian
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'Expenditure on marketing communications

18: Managing the Department THADE AND INDUSTRY 2004

Programme budget holders are responsible for expenditure on advertising and other
‘marketing communications, alongside other items of spending in support of their objectives.
In exercising this responsibility, they are advised on the most effective publicity and
presentation options by central publicity and media specialists or by local teams of advisers
with the necessary skills and experience. The principal focus of marketing activity in 2003-04
was on emnployment relations, with an estimated £1,742,000 spent on advertising to
publicise new parental rights, changes in the national minimum wage and new equality
legislation. In addition there is a small centrally held budget for publicity spending. This
amounted to £1,423,000 in 2002-03. The working provision for 2003-04 was £1,634,000
and the budget for 2004-05 is £1,652,000. The budget is used largely to fund the publicity
requirements of The Queen's Awards Office and corporate DT| presentation requirements,

Private sector sponsorship of Departmental activities

DTl continues to follow strictly the recommendations of the Commitiee on Standards in
Public Life and Cabinet Office guidelines in handling sponsorship arrangements with the
private sector. |t has incorporated these into its own detailed guidelines, and central advice
1is available to policy directorates and Agencies where required.

Shell, BP and ABN AMRO provided commercial sponsorship amounting to nearly £50,000
towards a large Russian Energy Conference held at Lancaster House in London on 26 June
2003. No other private sector sponsorship exceeding the reporting threshold of £5,000 for a
single event was received by the Department during 2003-04. Private sector sponsorship
for UK Trade & Investment activities is covered separately in its Departmental Report.

¥
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begun to make wide use of
e-newsletters to inform and involve
customers and other stakeholdars

worked to improve its corporate
communications, developing a weekly
information portal to reduce the number
of all-staff emails and an electronic news
site, which has ingreased the immediacy
of news (and the DTI's part of it) to

the Department

introduced an internal process offering
the Department’s people the opportunity
to discuss corporate issues at local level,
feedback their questions and views and
have those questions answered.

During 2004-05, the DTI will continue
to work to improve awareness and
understanding of its vision, objectives
and policies and the cost-effectiveness
of its communications as well as to
forge stronger partnerships with key

stakeholders including OGDs. The
Department’s plans include:

launching a transformed www.dli.gov.uk
website, to improve its navigation and
content management and build on the
branding work done to date

further improving internal mechanisms
for briefing, communications and
feedback, including a relaunched

DTl News (the Department’s internal
newspaper)

co-ordinating marketing strategies
more effectively, maximising the
coherence and cost effectiveness of
communications expenditure, including
by programme budget holders

developing and implementing a
programme to strengthen the DTl's
relationships across Whitehall and in
the EU on key policy issues which
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have an impact on the Department’s
stakeholders; business, consumers,
employees and their unions and the
science community.

Corporate Strategies and
Services

189 The Department’s Services Group,
working closely with the Strategy Unit,
takes the lead in setting corporate
strategies in areas such as human
resources, accommaodation and
information and financial management
and providing the internal services and
infrastructure for the DTl's Headquarters
{HQ) operations and, where appropriate,
its agencies. Between them, Services
Group'and the Strategy Unit seek to
drive up the quality of the Department's
leadership, people and skills and
organisation and systems, guided by the
delivery principles established in the DTI
Strategy, customer focus, value for
money and continuous improvement.

Leadership

18.10 To be a high performing workplace, the
DTI needs strong, accessible leaders
who set a clear vision, lead by example
and motivate their people. Working
towards this, during 2003-04, the
Department:

v rolled out the Leadership Development
Programme, initially to Senior Civil
Servants, in order to improve leadership
skills and behaviours so as to enable the
Department to deliver its objectives.
Improving leadership at all levels is a
Departmental priority

¥ selin hand implementation of
Sir Andrew Turnbull's Improving
Leadership Capacity Initiative, which
aims to make changes to performance
management and career management
and development throughout the Senior
Civil Service (SCS)

¥ sought to improve its understanding of
its customers, with members of its SCS

spending a week outside the
Department in a8 company or
organisation of their choice.

18.11 During 2004-05, the DTl will continue to

work to strengthen its leadership at all
levels, including by:

v rolling out leadership training and
development opportumities for all of its
people

¥ continuing to extend the SCS leadership

development programme

¥ embedding the various strands of the

Improving Leadership Capacity Initiative.

People and skills

1812 In line with the DTI's core commitmeants

to reach out, value people and be

courageous, the Department is working

to develop and maintain the skills,
performance, diversity and creativity of

its workforce so as to enable it to deliver

its business goals.
18.13 During 2003-04, the Department:

v agreed a pay and workforce strategy
with HMT to make the Department
leaner and more highly skilled

¥ integrated its core commitments —
to reach out, value people and be
courageous — into its staff appraisal
system

v set up a Performance Management
Unit to develop and assist with more
effective performance management by
providing comprehensive support for
managers and a range of relevant
learning opportunities










1816 This requires new and different ways of
working, behaviours, systems and
practices to underpin the DTI's work
with its customers, including by making
better use of new technologies and
space creating more flexibility for both
the Department’s workforce and its
customers,

1817 During 2003-04, the Department:

¥ introduced HR Business Partners, who
work with each DT Group to drive up
people performance throughout the
Department and provide strategic
HR support; took forward an HR
intranet; and prepared to introduce
an HR Service Centre

v extended e-HR, for example for staff
appraisal processes and to provide a
diract employee link to pensions data

¥ brought together its work on ICT,
accommuodation, information services
and procuremeant in order 1o increase
efficiency and support and drive new
ways of working

¥ developed a property strategy for the
London HQ estate aimed at substantially
reducing the number of buildings and
area occupied, with the initial aim of
reducing from six buildings to four by
early 2005-06

¥ conducted a major pilot in the Energy
Group on flexible use of space and new
wavys of working

¥ built on the successful implementation,
the first by a major Whitehall
department, of its new electronic
records and document management
{ERDM) programme, which is a key
part of its preparations for the
implementation of the Freedom of
Information Act on 1 January 2005.
Over one million documents have now
been registered electronically

{
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¥ continued to implement its Electronic

Business Strategy* with the aim of
delivering information, support and
regulatory compliance mechanisms more
cost effectively and in ways which are
easily accessible to and readily used

by the DTI's main customer groups:
businesses, consumers, employees,
science and the media

completed the upgrade of its financial
systems, continued to strengthen
financial control functions by recruiting
finance professionals and started to
centralise invoice processing away
from London to reduce costs and
improve quality

increased the understanding and
application of risk management across
the Department, enabling the DTI to
develop a better control environment
for delivering its policies, aims and
objectives.

1818 The Department also set up an

Efficiency Project, to take a hard look at
how the DTI operates and how the
delivery principles of customer focus,
value for money and continuous
improvements could be applied to
develop a new more efficient and
effective business model for the
Department. The Project will feed
into the Department’s response to the
Lyons study and its submission on
efficiency and value for money as

part of Spending Review 2004,

18.19 During 2004-05, the Department will

continue to transform and improve its
organisation and systems, by starting
to implement the conclusions of its
Efficiency Project and by:

implementing Moves 2, new e-enabled
arrangements for vacancy filling and
people deployment
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The Department is on track to deliver the Prime Minister’s 2005 electronic service

delivery target.

Annex C1 shows the Department’s progress in delivering 91 key services electronically:
64 (70%) are enabled now and 77 (85%) will be by the end of 2004.

During 2003-04, for example, the Department launched an online Business Support Directory,
the first of the new Business Support Instruments, and the Patent Office introduced
electronic submission of trademark renewal applications. Substantial progress was made in
preparation for the public launch in 2004-05 of the businesslink.gov portal.

Four key services — general correspondence and registration of company mortgage charges

at Companies House, some of the Energy Group on-line services and a full e-banking service
for insolvency practitioners — are unlikely to be available electronically by 2005 because of the
need for legislation, agreement on relevant standards and IT systems changes and re-

appraisal of priorities for available funding.

v deepening the HR business partner
arrangements, at the same time
introducing a model of HR in which

enquirias and transactions are dealt with

by a semvice centre backed up by an
improved HR Intranet and by Centres
of Expertise. Rationalising internal HR

services in this way will provide a better
service to DTl employees and managers

while reducing numbers of people
engaged on HR activity

¥ continuing to extend e-HR to e-enable

processes and improve the quality and

cost effectiveness of services 1o
employees and managers

¥ beaginning to remodel accommodation
in the mamn London HQ buildings to

support flexible working and enable other

buildings 10 be released saving rent.

Legal Services

18.20DT!'s Legal Services Group is the

primary source of legal services for
Ministers, officials and DTI agencies.
These services include the provision
of legal advice, the preparation of
legislation, investigation, enforcement
and litigation, as well as co-ordinating
the legislative programme and the

UK's efforts on the developrent of
international commercial and private
international law. The Group also
provides a focal point for legal policy
and for obtaining external private sector
legal advice where appropriate.

18.21 The Department’s policies were well

represented in the Government'’s
legislative programme for the 2003-04
Session. DTI Bills included:

the Employment Relations Bill,

which builds on the success of the
Employment Relations Act 1999 by,
among other things, encouraging
partnership at work through information
and consultation and improvements 1o
the statutory recognition procedure,
strengthening protections for trade union
members and individuals exercising their
employment rights, and establishing a
fund to help unions to modernise

the Energy Bill, which supports the
Government’s commitment to a
sustainable energy policy for the future
by establishing a comprehensive legal
framework to support renewable energy
developments
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Total public spending for the Department of Trade and Industry

Annex A: Core Tables TRADE AND INDUSTEY 2004

TOTAL PUBLIC SPENDING FOR THE
DEPARTMENT OF TRADE AND INDUSTRY

2002-03 200304  2004-05  2005-06

l:u-um ﬂulum Duﬂum ﬂmun Outturn  Estimated Plans Plans
Outturn
Consumption of resources:
SCHNcE 1 1.623 1.618 1.832 1,994 2421 2.450 2,654
Mon-Science 1,503 2,806 4,817 4,454 4,850 4,305 2,284 2,120
UKAEA suparannuation funds 253 164 247 m Al 249 245 255
Lnallocated Provision 4 96 232
Total resource budget 3241 4,593 6,682 6487 7,058 7,069 5,090 5,861
af which:
Resource DEL (1) 3,008 3,823 5,850 5,298 3Ee33 4818 4 808 5326
Capital spending:
SCiEnce 25 K] 55 63 B0 121 167 |64
Mar-Scence -7 -4 =17 104 266 1,162 450 -136
UnalBocated Prowisson 16 i 42
Total capital budget 18 -8 38 167 346 1,239 657 70
of which:
Capital DEL (1) 18 8 28 166 4G 589 157 70
Total public spending (2] 3,166 4,492 6,633 6,528 7.307 8,229 5.631 5.811
{1} Departmental Expenditure Limits,
setas part of the 2002 Spending Review
12} Total pubhc spending calculated as tha
total of the resource budger plus the
capital budget, less depracsaton
Spending by local authorities on functions relevant to the department
Gurrent spanding 191 194 196 21 244 260
of which:
fnanced by grants from budgeis, above 15 10 15 a7 68 3z
Capital spending - 1 1 1 1 1
of which:
financed by grants from budgets, above 33 3 -] 1

157



E Annex A: Core Tables THADE AND INDUSTRY 2004

AZ RESOURCE BUDGET FOR THE DEPARTMENT
OF TRADE AND INDUSTRY

Table 2 Resource Budget for the Department of Trade and Industry

195899 1929-2000 2002-03 2003-0a 2004-05 m

Outturn  Outturn Dmun l;lumm Outturn  Estimated Plans Plans.
Ressurce spanding by sctivity: Dutturn .
Non-science 1,503 2 8906 4,817 4,454 4,850 4,385 2288 2,730
of whach
Commergial Best Practice 250 256 311 233 B9 438 386 a4
Masximising Potental in the Warkplace 184 214 247 285 =78 358 403 A0
Finance for Investmeant 13 G 112 168 105 17 a2 =
Eirg:'!g!l'-._:r.-nrj ﬂ{_\;:pq:-n.ﬁl Ecanameas 250 232 265 420 240 581 =0} a4
Kot {.—":a:;n— Transfar and [nnovaton 163 169 139 150 174 177 155 155
Sacunty of Energy %urx-.r B 8 g 0 T B 7 7
5_|_,ta-| ability and the Emvaronment 128 &7 () a7 25 46 107 142
Fres and Fair Wonid Markets 4q 32 33 a6 ar 52 45 49
Consurmars and Compatiten 50 55 [=4:] 43 71 74 73 81
Corporate Actiaty Framework 2] s z 5 18 123} iz ] {48y
Aszars and Lishilnes 7 1.517 3,270 2,550 2,962 2160 178 a16
Muclear Secimity and Export Cantrol 9 17 16 31 28 63 54 57
Actimties in Support af sl Objeciives 250 243 287 345 314 J65 353 37T
Science 1,485 1,523 1618 1832 1,995 2421 2,450 2,654
al wihsch
Expenditure of Research Councils 1,402 1429 1480 1,608 1,670 1,947 1,973 2174
Departmantal Science programmes: B3 2] 138 223 325 474 &7y 48]
UKAEA Superannuation Funds 253 164 247 20 21 249 245 255
Unallocated provision 4 96 232
Total DT resource budget 3.241 4,593 6,682 6,487 7056 7.069 5,090 5,861
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5 ADMINISTRATION COSTS

Administration Costs

m1mmmmmmmmm
Outturn  Cutturn  Outturn Outturn Outturn Estimated  Plans Plans

Dutturn
Gross administration costs
Crthr 180 247 241 270 262 303 251 2hH
Payhill 229 225 261 221 67 257 197 219
Total gross administration costs 419 472 507 491 529 560 448 477
Ralated admmistration cost receipls 108 126 121 -133 146 -114 18 20
Total net administration costs o 346 380 58 383 445 429 457
Analysis by Activity:
Maximising Potential in the Workplace 41 4G 51 24 2B 25 25 26
Enowiedge Transfer and Innovatian 0 4 ) 0 2 i) 19 19
Free and Fair World Markets 0 28 27 n a2 a8 a5 ar
Corporate Activity Framework 16 B 11 15 14 B 1 2
Activities in Support of all (non-Science)
Oojectives 244 244 275 269 300 344 336 360
Increasing Scientific Excallence | 10 9 1z ] 13 13 13
Mot Controfied Agencies and
Cantral Services 0 9 5 7 7 11 i ]
Total net administration costs 310 346 280 ass 382 446 429 457
Controls and limits
Administration coats kmit {neth for gross
controlled areas 3 338 374 81 375 435 429 457
Total net limits for gross controlled areas 310 338 4 351 a7 435 429 457
Administration costs limit (net) for
net controlled areas:
Cenval Services
MNet Exparnditure Li] ] i} 0 [1] 0 i 0
Mon Cash Costs 1} o ] ] 0 o] 0 0
Mational Weights and Measures Laboratony
Exgcutive Agancy
Nt Expenditure 0 0 0 0 D 0 0 0
MWon Cash Costs 0 Li] ¥] 4] 1] 1] 0 1]
Radiocommunications Executive Agency
Net Expanditure 0 1] 0 o 0 i} 0 0
HNon Cash Costa 1] g 5 & ! 11 L] v
Insohency Service Exsoutive Agency
Met Expenditurs i) a 1] 0 i) ] 0 0
Mon Cash Costs 0 0 a a 0 0 0 0

Total net limits for net controlled areas o g 5 & 7 1 o 0
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6 STAFF NUMBERS

Table 6 Staff NMumbers

1mmmmm

Department of Trade and Industry (2)(3)(4)(5)16]

{Gross Control Area)

€S FTEs 6091 3519 373  38% 4130 4281 41 4027
Overtime 61 27 14 33 =0 30 29 i
Casuals 178 a0 40 Gl 2 25 25 24
Total 6330 3586 3789 3989 4789 4336 4165 4,080
Small Business Service (3)

[Gross Control Areal

CS FTEs - 186 221 270 287 275 245 215
Crvertima - 1 1 1 1 1 1 1
Casuals - B (3] ] g g 8 B
Total = = 203 228 276 296 284 254 224

UK Trade & Investment (3]
[Gross Control Areal

C5 FTEs = 674 708 710 03 674 B74 G74
Overtimie - 11 5 10 10 12 i1 11
Catuaka - 1 1 i =t 48 47
Total = 686 714 721 13 745 733 732
Employment Tribunals Service (3)

[Gross Control Areal

C5 FTE=s - a0y 652 BE0 673 710 789 78O
Dvertima - ] 14 4 G 4 4 4
Casuals - AE 31 30 T4 &1 2 2
Total = 673 697 699 753 755 15 715
The Insolvency Service [21(6)

|Gross Control Area) (4]

C5FTES 5 1447 1,318 1.278 1,260 1.600 1,625 1625
Cwvertime - 4 3 9 1 1 1 1
Casuals - 50 96 34 40 24 75 5
Total - 1,501 1.417 1321 1,301 1,625 1,851 1,651
Central Services (5)

[Net Control Areal

LaFlEs (k2 4] 1 210 2a1 - - - -
Crwedtirrs 1 1 0 1 = 2t ~ =
Casuals b 3 a a - - = =
Total 194 195 213 242 - - - b

W ]

Mational Weights and Measures Labaratory

[Net Control Area) [
CEFTEs 61 56 53 50 &0 &0 EQ 50
Dvenrtinm 0 0 0 0 i (1] ] 1]
Casuals | 1 1 1] ¥ 1 i o
Total 52 57 54 50 50 51 51 50
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RESOURCE ESTIMATE DETAILS,

INCLUDING APPROPRIATIONS IN AID AND
CONSOLIDATED FUND EXTRA RECEIPTS

Department of Trade and Industry Request for Resources 1: Increasing UK

Table B1 e
Allin £000
2002-03 2003-04 2004-05
Outtum Total provision
Provision
Spending in Departmental Expenditure Limits (DEL)
Central Government's own expenditure:
Function A: Commuercial Best Practice and Enterprise
209 934 271579 A1 Small Business Service 244 508
183,920 249,518 {1) Other Suppon for Small Business 228,008
1.500 7,500 {2) Farm Business Advice Service 7.500
6,044 13 Irvest to Save
100 8,000 ) Gateway, Electronic Regulation Service Prosects and 8,000
LIK, Serence Parks capital grants
.80 i3 Mational Gateway proget = Capital Modemisation Fund
2439 12,561 (6} Business.gov - Capatal Modermisation Fund
] (7} Business Link Operators
176,566 78,775 A2 Innovation in Support of Commercial Best Practice 113.031
3,367 {1} Capital Modernization Fund projects
248 30 (2] Invest 10 Save projects
172,850 T8 745 [31 Orhar 113,031
10,428 102,000 A3 Modernisation of the Post Office Metwork 0
10,428 102,000 Payments in respect of Post Office Network
5,640 1,500 Ad Post Office Consultancy and Other Expenditure Related
to the Post Office 1.500
5,640 1,500 Agvisars’ Faos in connection with tha proposed restructuring 1.500
of the Post Offica
586 1] AS Non-cash sxpenditure associated with the above programmes 33,252
586 Cost of capaal, deprecation and provisions 33,252
403,154 459,854 Gross Total 392,29
s
7,029 7.500 AZ Appropriations in Aid 22200
7,029 7,500 AZD1 Small Business Service 7.500
FO23 7,500 Farm Business Advice Service - Receints from DEFRA 7.500
0 1] AZ02 Innovation in Support of Commercial Best Practice 14,700
Othar Raceipts — Innovation 14,700
396,125 452,354 Met Total 370,091
0 2,500 Commercial Best Practice and Enterprise Capital
Modernisation Fund 0
o 2,500 Innovation in Support of Commercial Best Practice 0
2,500 Mowve| Recycling Technigues = Capital Modemisation Fund
Function B: Maximising Potential in the Workplace
20,856 18.506 B1 Employment Relations 15,459
8,120 4,570 (1} Programmio swananass and support activities 4,260
550 550 (2} Evaluaton and Research S50
3451 6,056 (3} National Miremaum Wage and EC Directives, inchuding 3349
Wiarking Tima Directive
1,500 1,600 {4} Parmnarshin Training Fund 1,500
SO0 2] {5} Low Pay Commisssan B0
5452 & 400 (8] Wiork-life balance 400
200 900 {71 Worman and Equality 900

(Bl Invest to Save

165









Annex B: Supplemantary Tables TRADE AND INDUSTRY 2004

‘Outiurn Total provision
Provision
s
5,800 4,805 EZ Appropriations in Aid 4,805
5,100 4,307 EZ01 Innovation in Support of Knowledge Transfer 4,307
18 &7 i1) Space 57
5 082 47250 2] Crther Recaipis 4,250
700 498 EZ02 Mational Weights and Measures Laboratory Executive Agency 498
J00 498 Allowable agministration cost receipts ‘_ﬂﬂﬁ
186,367 211,763 Met Total 162,791
102 25,000 Knowledge Transfer and Innovation Capital Modernization Fund 0
102 25,000 Business Incubators — Capital Modernisation Fund
Function F: Security of Energy Supply
5,991 1,136 F1 Mon-Nuclear Expenditure of a Regulatory Mature 7.203
5,685 5,890 1] Ragulation of the olfshore oil and gas industries 50957
a7 a7 12} Gas and Electricity Consymer Counci pensions 37
100 100 3] Public inguirmes 100
HIG Al 4] Substripion 19 the Intarnational Ensdgy Agency B49
260 260 151 Contnbution to 1he Elropean Energy Charter 260
a 15,000 F2 Assistance to the Coal Industry o
15,000 Irvestrmant aid 1o | yle_t;q_al ilncrusan.r
6,991 22,136 Gross Total 7.203
less
12,603 14,023 FZ Appropriations in Aid 14,023
12,603 14,023 FZ01 Non-Nuclear Expenditure of a Regulatory Nature 14,023
730 T30 (1] Raceipts anising frorm publie inquiries under the Eleciricity Act, 730
Oftshore Geology programme, and Chemicals Motification Schame
_ L 3_?_3_ 13,293 12} Receyts from Gas and Electricity Consumer Council Licence Fees 13283
5,612 8,113 Net Total -6.820
Sacurity of Energy Supply Capital Modemisation Fund
983 200 Mon-Muclear Expenditure of a Regulatory Mature o
%83 200 LK il Portal - Capital Medermisation Fund
Function G: Susteinability and the Environment
25,330 46,063 G1 Non-Muclear Expenditure Directly Related to the
Creation of Open Markets 47,6563
11,839 17,673 {1h baw and renewable sowcas of enargy 18173
8,300 8300 (2h Claan coal technology B.300
1,700 1,700 {3 Ol and gas competitivenass 1,700
1,380 1,350 {4) Emaronmental, aconomic and statistical adwea, and other 1,390
assistance relating 10 energy programmes and the annusl
Emergy Raport
210 17,000 {5 Capital Grants 1o the Prvale Secior in relation to rengwable enengy 17,000
25,330 46,063 Gross Total 47.563
lass
82 188 GZ Appropriations in Aid 188
g2 198 GZ01 Non-Muclear Expenditure Directly Related to the
Creation of Open Markets 188
82 198 Recaipts mn respect of new and renewable sources of energy, 158
clean ¢oal, and ol and gas competitveness
25248 45,865 MNet Total 47,365
FAL 30,000 Sustainability and the Environmant Capital Modernisation Fund o
2,10 30,000 Mon-Nuclear Expenditure Directly Related to the Creation of
Open Markets o
2,101 30.000 Renswable Energy = Capeal Modernesaton Fund
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Allin £000 e
200@-03 2003-04 200405
Provision
Function M: Activities in Support of all Objectives
118,458 117.386 M1 Administration and Other Costs related to Promotion of
Enterprise, Innovation and Productivity BR16
118 118 111 Fhare of salanes of Ministars and spacial advisers
116,116 108,432 (2} Degartmental staff, excluding Ministers
6,181 {3} Share of Departrments! capital expenditure 6,181
2224 2,635 [4) Share of expenditura on Central Publicity, Oueen’s Awards, 2535
Secondments and Consultancy
20 (5} Inwest to Save Adminstranon Costs
4,981 8,712 M2 External Legal Fees and Office of Manpower
Econamics Consultancy 4,725
3309 2,588 (1} Expenditure on external legal fees 3.053
1.672 5,824 (2} Office of Marpower Economics Consultancy 1.672
205,697 246,585 M3 Administration and Other Costs related to Legal and
Regulatory Framework and Markets 341,865
118 118 111 Share of salares of Ministers and special advisars 118
190,221 F32.074 12} Departmental staff, axcluding Ministers 320823
1,824 1,960 (3} Office of Manpower Economacs admenistration oosts 1.960
6,167 8,080 {8} Share of Depanmental capital expanditure G080
1.307 3,436 {51 Share of axpenditure on Cantral Pubicity, Oueen’'s Swarnds, 3436
Sacondmants and Consultancy
a7 i Invest 1o Save (Admindstration and Capital expenditure) 748
60 960 M4 Suppliers of Departmental central services 200
Central Services net expenditure
14,154 14,154 (1) Admimistraton costs 2500
Less
13.234 13.234 L2y Receipts from DT, exchudeng DT Trading Funds: 2,300
13130 13130 Allmwalie adminstation cost related recepns 2300
108 104 Other
10,846 23,063 M5 Non-cash expenditure associated with the
above programmes 23,110
10,846 23.063 Cost of capital, depraciation, Notional Audit Fee,
i Provisions maovemeants 23110
340,942 396,706 Gross Total 378.716
Less:
19,819 24,642 MZ Appropriations in Aid 20,341
5,724 5,706 MZ01 Administration and Other Costs related to Promotion
of Enterprise, Innovation and Productivity 5,705
5724 2.230 (1) Shane of receipts netted off in forming Adménistration Costs Limit 2,230
{imcludes share of Cther Government Departmants and
Other Services receipts)
3475 {2) Book Value of Tangible Assat Sales 3475
1241 17.658 MZ02 Administration and Other Costs related to Legal and
Regulatory Framework and Markets 14,233
10,620 14,223 1) Share of receipts neted off in forming Administration Costs Limit 10,7465
{includes share of Other Government Departments and
Oither Sarvicas recaipts)
1,781 3435 (2} Book Velue of Tangible Asser Salss 3435
608 203 MZ03 External Legal Fees and Office of Manpower
Economics Consultancy 203
08 203 Prosecution and Treasury Solicitors receints 203
1076 1,076 MZ04 Suppliers of departmental central services 200
Recespts from other Gowvernmeant Dapartments, DT trading
funds and the private secior
1,064 1,064 {11 Departmantal Central Secvices; Allowable admimstraticn 200
COS1 fcaipts
= 12 i2 {21 Depantimental Central Senices: Other recaipis
321,123 J72.064 Met total 358375
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Request for Resources 2: Science

All in £0D0
Provision
Spending in Departmental Expenditure Limits
Central Government’s own expenditure
28,450 29,740 A Swindon Research Counchls’ pensions schame 31,140
28.783 289,245 B The Royal Society 31,045
4,770 5,270 C The Royal Academy of Engineering 5,600
2243 6,192 D OST Initistives 5305
39,931 74,012 E Knowledge Transfer Programmes 64,960
7345 5 00 (1} Unkhvarsity Challange Fund
2.7 64011 (2} Higher Education innowation Fund G0, 308
4,977 i (3 Explostation of Discovenas at Public Sector Research Establishments. 4,654
4818 5.004 (4 Seience Enterpise Challenge Schema
10,705 14,000 F Cambridge/Massachusetts Institute of Technology 14,000
2534 5,000 G Foresight Link Awards 2,000
105,018 250,000 H Science Research Investment Fund 296,570
19,004} 4,923 I Science and Engineering Base Group Administration Costs 4,823
4823 4 BE0 (1) Admensiraton Cosis 4 HE0
&3 12} Share of Deparimental capital expanditung
38270 (3 Cost of Capital
Less;
21 49 {IZ] Appropriations in Aid 43
21 (1] (1) = Admimistration Costs Related Receipts 0
29 (2 = Capital Related Receipts 49
{8,025) 4,874 Met Total 4,874
B.704 8015 J Transdepartmental Science and Technology Group
Administration Costs 8,085
8,704 7.880 {1) Adrnimisiraton Costs 1,850
135 {21 Share of Departmental capital expenditure 136
Less
1 49 IZ] Appropriations in Ald
1 (1] = Admainistiaton Costs Related Receipts
L 99 {1 = Capital Ralated Receipts g9
B.703 7916 MNet Total 7.986
14,630 1] MNuclear Fusion o
85,384 44,000 Joint Infrastructure Fund
Spending in Annually Managed Expenditure:
108 160 K Swindon Research Councils’ pensions scheme 10,132
62 365 (1) Incraase invalea of kabidity dud 1o narest on scheme liabiktes '
46 Sl [} Cumrant Sarace Cost lincrease in present value of schame liabilibas 60
expecied 1o anse from employes senscs in the current periodl
ard increasa in valus of kability ansing froem Curent Sernce cosl,
past service cost oroup and mdividual transters and added years
(3} Bulk wansfer of pension lisbimes in respect of Horticulture
Research Infernational 10,000
Legs
58 59 (KZ) Appropriations in Aid 6B
58 59 Aecaipts for employeas’ and emphoyers” contnbutions and 66
transter values recerned
50 107 Rat Total 10,066
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Table B1

Request for Resources: United Kingdom Atomic Energy Authority

superannuation funds

All in £000 e
Pravigion
Spending in Departmental Expenditure Limits
Central Government’s own expenditure
Function A: Payments of pensions, transfer values and
répayments of contributions
&0 0 A1 Resource costs relating to payments of pensions, transfer values &0
and repayments of contributions
&0 hotional Audit Fes 50
60 0 Gross and Net Total &0
Spending in Annually Managed Expenditure:
Function B: Payments of pensions, transfer values and
repayments of contributions
244,000 278,000 BE1 Resource costs relating to payments of pensions,
transfer values and repayments of contributions 275,000
156,000 193,000 {1} Increase in valee of lability due to interest on scherme hakilites. 188.000
76,000 TB.0D0 (2} Currant Service Cost fincrease in present value of scheme 80,000
liabilities expected 0 arise from employae serice in the
curranit paradl
12,000 7,000 {3) Increase n value of kability arsing from curfent Sarice cost, 7,000
past service cost, group and individus! transfers and added years
Less:
17,100 28,775 BZ Appropriations in aid 30,000
15,600 21,700 (1} UKAEA employees” contnibutions 22,500
SO0 Fi (2} URAEA empioyers’ contributions 500
1.000 1000 (3} UKAEA transfer valuas receivad 7.000
226,900 249,225 Met total 245,000
244,060 278,000 Gross total 276,060
17,100 28,775 Gross receipts 30,000
226,960 249,235 Met total 245,060
Payments in Respect of Provisions [AME)
136,347 146,400 (1) Payment of pansions atc 148,400
Includes lemp sums and anneal parsions for age and ill-health
retirements, lump sums on death, and dependants pensons
9 200 o 700 (2} Payment of wransfer values G, 2100
Payrment made when foemar members of the schames jomn 8
new employer's ccupatonal pension scheme of are ransiemed
hack 1o the Steie Additional Pension Scheme. The transfer value
(& based on the members’ accrued pension rights ot the date
of terminating employment coverad by the schemes.
400 400 (3} Repayment of contributions 400
145,947 156,000 TOTAL EXPENDITURE IN RESPECT OF PROVISIONS 158,000
15,664 0 Extra receipts payable to the Consolidated Fund 0
in addiban to-appropniahons o ad, thene are the following estemated recemts.
15, B4 Raceipts not authonsed to be used as appropnations N aid
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Research Council Tables analysis of expenditure by type
Biotechnology and Biological Sciences Research Council

3 RESEARCH COUNCILS" GRANT-IN-AID

Research Councils’ Grant-in-Aid

Al In £DDO
2007-03 2003-04 Z004-05
Cutturn Tatal Proviskon
Provision
Gross expenditure
7,000 7.500 Central Administration and Expenses 8,000
2,300 1,300 Restructuring/Superannuation 130
15,200 76,000 Grants and Contracts to Research institutes T9.0mM
127,479 141,991 Grants for Research in Universities and Other Bodies 148,192
124. 791 al Current 128,182
17,200 bl Cagital 20,000
30,100 30,700 Postgraduate Awards 3BATT
200 200 International Subscriptions 200
MNon-Cash ltems 13,061
e = = ___F.El?:":_-[ of Capital and Depraciation 13.061
242273 257,691 [ Total Gross Recurrent Expenditure 283,831
21,250 18.427 Major Capital Expenditure 19,090
18177 al Instrutes sic. 18,690
250 L b Admenistration 400
263529 ??_Ej 18 Total Gross Expenditure 302 921
Firanced by
252 629 267,918 Resource/Capital Budget 287,571
5,000 5,600 Current Receipts 5,100
& 88D a8} Other Research Councils
120 b Miscefianeous Receips
1.5_0? 2,600 Capital Receipts = 10,250
263,529 276,118 Tnt_al 302,921
Mate
Grant in Aid

241,510 267,645
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Table B3 Research Councils' Grant-in-Aid

Research Council Tables analysis of expenditure by type

Matural Environment Research Council

Al in EDDD
Outturn Total Provision
Provision et
Gross Expenditure
4,245 4,784 Central Administration 4,786
3083 3,558 MEAC Central Administratcn 3714
1,003 98 Joint Services provided 10 other Councils 1,072
163 300 Swandon Office refurbishment 0
2,014 3,960 Staff Restructuring 2277
12811 143,457 MERC Research Centres, Services and Facilities lincl Collaborative’s) 143,709
2,884 2373 Grants and Contracts to CCLRC 2 6492
100,582 103,578 Grants and contracts for Research in Universities and Other Bodies 104,228
77441 o0, a0 &) Currant 93,028
E.900 B.878 bl Capital (excluding JIF) 7,000
16.241 5910 chJoint Infrastructure Fund (JIF) 4.700
18,740 20,228 Postgraduate Training Awards 20,138
2,150 47,854 International Subseriptions 1. 41,883
30,548 12,472 Mon-cash items 12,711
13,310 13,425 dl Deprecaton 14,374
7531 6,342 b} Cost of captayexcess finance change 7.092
8,707 1295 <) Provissons -B,755
289,278 388,706 Total Gross Recurrent Expenditure 332424
17,713 28,761 Major Capital Expenditure 33302
13 B0 a8 MERC Central Admimistration B0
17,654 28711 bl Research Centras, Sanvices and Facilities 33,252
0 ol Jaint _SE-‘_F\'IEH'S
306,991 367,467 Total Gross Expenditura 365,726
Financed by
241,913 317,206 Resource/Capital Budget 317,042
65,065 50,231 Current Receipts 46,988
15,1565 14,427 a) Commissians from Government Depantments 13,238
3,837 4,980 bl Commissions from the EU 4,101
16573 18,988 ¢} Other Commissions 17.983
750 278 i From Other Councils for Joint Sanvices 1,022
12,5089 5053 &l Othar Recedpts 6,444
16,241 5910 fi Jaint Infrastructore Fund Gincluding HEFCE cantributions] 4. 200
13 30 Capital Receipts 1,696
Transfer To Reserves
396..591 367,467 Total Income 365,726
Rotas

1. The consderable increase in International Subschiptians is dus to the European Space Agency funding which started 2003-04
2. 2004-05 capital includes the large facilities budget on the Charles Darwin replacemant,
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1 Bs NON-DEPARTMENTAL PUBLIC BODIES

Listed below are those Non-Departmental
Public Bodies (NDPBs) sponsored by the
Department. Details of the amount of Grant-in-
Aid given to these bodies (where appropriate)
can be found in tables B1 and B3 (Science
Budget). Further information on NDPBs can be
found in Public Bodies 2003', published by the
Cabinet Office.

Executive Bodies

Advisory, Conciliation and Arbitration Service
(Acas)

British Hallmarking Council
Coal Authority
Consumer Consultative Bodies:

¥ Consumer Council for Postal Services
{Post watch)

¥ Gas and Electricity Consumer Council
{Energy watch)

¥ National Consumer Council
Competition Commission

Competition Service (new body April 2003}
Design Council

Equal Opportunities Commission

Hearing Aid Council

Research Councils:

¥ Biotechnology and Biological Sciences
Research Council (BBSRC)

¥ Council for the Central Laboratory of the
Research Councils (CCLRC)

¥ Economic and Social Research Council
(ESRC)

¥ Engineering and Physical Sciences
Research Council (EPSRC)

1. Bvailabie from waww calinet-office gov ukinews/20030307 16_phi00d asp

¥ Medical Besearch Council (MRC)

¥ Matural Environment Research Council
{NERC)

¥ Particle Physics and Astronomy Research
Council {(PPARC)

Regional Development Agencies:
¥ Advantage West Midlands

¥ East Midlands Regional Development
Agency

¥ East of England Development Agency

¥ North West Regional Development
Agency

v One North East

¥ South East England Development Agency
¥ South West England Development Agency
¥ Yorkshire Forward

Simpler Trade Procedures Board (SITPRO)
United Kingdom Atomic Energy Authority
(UKAEA)

Advisory Bodies

Advisory Committee on Carbon Abatement
Technologies (new body October 2003)

Advisory Committee on Cleaner Coal
Technology (closed June 2003)

Advisory Group on Basic Technologies
Programme

Aerospace Committee

Agnculture and Environment Biotechnology
Commission

Business Incubation Fund Investment Panel

Council for Science and Technology
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c2 - BETTER REGULATION

The Department is fully committed to the principles of better regulation. The DTl's Better
Regulation programme provides a framework of support, advice, guidance and challenge that
aims to ensure that the principles of better regulation are put into practice in policy making.
It encompasses the Department’s role in influencing regulatory developments in Europe and
elsewhere in Whitehall on behalf of stakeholders and its efforts 1o identify regulations that
could be simplified or removed.

The Department currently has 60 measures in the Regulatory Reform Action Plan, 18 of which
have been completed, 33 are on track and nine have slipped; it has proposed 10 Regulatory
Reform Orders, one has already been completed and four are in progress; based on a sample of
two three-month snapshots, the Department had 100% compliance with the Regulatory Impact
Assessment (RIA) process.

Supporting Policy Makers

In June 2003, the Department launched a Better Policy Making website which brings together
guidance on the main areas of the policy-making process, explains the Government's better
regulation requirements and gives links to other sources of information. It contains an
"Alternatives Toolkit”, which was developed in response to the BRTF report on alternatives,
as well as advice on areas such as risk management, implementation and guidance. The
Department continues to develop tools to support policy makers including guidance on
evaluation and the dissemination of evidence.

Cabinet Office guidance on RlAs, which is also available through this website, is supplemented
by work undertaken by the Department’s Better Regulation Team which ensures RlAs
accompany consultation documents, encourages officials to use RlAs early in the policy
development process and challenges the quality of RlAs by subjecting them to greater scrutiny.

To complement the website, the Department is developing a Better Policy Making training
course which was piloted in 2003.

The Department also produced an aide memoire to enable policy makers to comply with the
‘key principles for intervention in the labour market’, published by the Chancellor in the 2003
Budget Report. Many of the principles apply to all policy makers, not just those with an interest
in the labour market, and the DTI is disseminating the message across the Department. HMT
plan 10 adapt the aide memaoire for use by other Departments.

Consultation

In April 2003 the Department published a report on consultation that recommended the
integration of improved consultation processes into the Better Policy Making website,
monitonng progress with key stakeholders on an annual basis, recruiting a Consultation
Champion to provide access to guidance and advice, 1o monitor progress, facilitate training

and spread best practice on consultation and improving consultation processes and having
a consistent house-style.

'
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Small Businesses

On 8 January 2004 the SBS published A government action plan for small business - Making
the UK the best place in the world to start and grow a business”. The action plan contains a
number of specific actions that the government will take to improve the regulatory environment
for small businesses. In particular, it will consider extending the decision to make domestic
employment law changes on two days a year to other areas of domestic law, introduce "see at
a glance” guidance on all new regulations, carry out a review of thresholds, encourage areater
use of time limited regulation, evaluate the extent to which advance warning can be given of
regulatory change and press for better regulation at European level.

Throughout the year the SBS has promoted to Whitehall Departments the Small Firms Impact
Test that was introduced in revised RIA guidance in January 2003. The SBS has developed a
database of over 1,000 small businesses that are willing to give views on Government proposals
at an early stage of development. The database has been used on some 26 occasions during the
first year. This has helped to secure a sound base of compliance on which to build in the future.
These initiatives were supported by the SBC which has worked effectively on a number of
requlatary issues such as the Water Framework Directive, workplace dispute resolution and
employers liability insurance. The Council has also looked at the impact of employment
regulation and the effectiveness of informal training on small business.

The SBS also continues to support smallbusinessieurope, the UK's SME liaison office in Brussels.
The office works with the UK's main business representatives in promoting SME concerns to the
EU over the development of new legislation and policies. The new businesslink.gov website is

a major element of the cross-departmental Business.gov programme which aims to deliver a
step change in the quality of Government on-line services for business. The service is aimed
particularly at SMEs to enable them to access the information and services they need to run and
develop their business, including compliance with Government tax and regulatory requirements.
The service is being launched progressively, following the launch of a trial version at the end of
September 2003, The formal launch took place at the CBI conference on 17 November 2003.

European Developments

The Department is making use of the developments such as impact assessments that result
from the commitments in Europe on better regulation,

DTl has worked closely with DEFRA in securing a number of improvements to propesed new
EU chemicals regulations {(known as REACH), aimed at ensuring the new regime is an efficient,
cost-effective and workable system that protects human health and the environment and
maintains industry competitiveness.

The partial impact assessment and early stakeholder engagement by DEFRA and DT identified
several disproportionately costly elements in the proposed European Regulation on Certain
Fluarinated Gases, which strengthened the UK negotiating position in the Environment Council
and improved stakeholder understanding of the importance and relevance of the Regulation.

The guidance on Telework (employees using technology to work away from the traditional

office environment), published in September 2003, is an example of effective social dialogue at
European level leading to a Code of Practice instead of legislation. This is the first EU framework
agreement implemented by the social partners themselves in accordance with the national
practices and traditions in each Member State.

&
L |

il ol
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C3 INVESTMENT AND ASSET MANAGEMENT

The Department’s investment strategy and a detailed analysis of tangible fixed assets including
planned new investment, asset disposal plans, Private Finance Initiative (PFl} and Public Private
Partnership (PPF) contracts and resource impact relating to assets and investments for DT,

its Agencies and NDPBs within the accounting boundary can be found in the Departmental
Investment Strategy (the "DIS"). This document also provides details of the Department’s
approach to procedures and systems for managing investments and assets and can be found
on the Department’s websita’,

A summary of the Departrment’s capital expenditure by activity can be found in Table A3: Capital
Budget, in Annex A of this Report. Up to date asset and investment information may also be
obtained by consulting the Departmental Resource Accounts for 2002-032,

C4 CAPITAL MODERNISATION FUND

The Capital Modernisation Fund (CMF) aims to suppert innovative capital projects, through the
provision of some or all of the resources they require to proceed. The Fund supports only capital
expenditure, and all current costs have to be met by bidders.

Up to 2002-03 there were four rounds of the CMF in which the Department secured £278.9m
in relation to 12 projects. Details of these projects can be found in previous EPRs. No new DTI
projects were allocated funding during 2003-04.

CB INVEST TO SAVE BUDGET

The Invest to Save Budget (ISB)® aims to finance projects that demaonstrate innovation or
improvements in public service delivery. It is a joint venture between HMT and the Cabinet
Office and supports projects conducted in partnership between two or more public bodies.
These projects should have an approximately 80/20 split between current and capital

expenditure and bidders are expected to fund at least 25% of project costs from their
DWW resourcas.

Up to 2002-03 there were five rounds of ISB in which the Department was allocated £17m

across 10 projects. Details of these projects can be found in previous EPRs. In round six of ISB,
the results of which were announced in February 2004, the Department was allocated £1.25m

in support of “the Supplier Route to Government” project. This is intended to improve competition

in the Government marketplace by making access for suppliers, particularly SMEs, simpler
and easier.

1wl gov.usk
2 wewwdbl.govaipendibeplanidtince 2 00 paf
3 For sdifitonal mlormation o the 158 6o wwish govuk
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CG - PUBLIC ACCOUNTS COMMITTEE REPORTS

The Public Accounts Committee (PAC) published two reports in the Department's area of
responsibility in 2003, as detailed below?.

38th Report of 2002-03: The Regulation of Weights and Measures: 10 July 2003

The PAC's report examined the relevance and enforceability of weights and measures
legislation; the regulatory burdens faced by consumers and business: variations in the level
and effectiveness of enforcement; and the contribution the legislation makes to achieving
consumer protection and fair market objectives. The PAC's main conclusions were that the
Department should establish a realistic timetable for essential improvements to outdated and
complicated legislation, use the National Performance Framework and Best Value to limit
variations in weights and measures enforcement and assess local authority performance in
achieving such standards and also be better informed about the burdens created by weights
and measures legislation.

The DTI is currently consulting on simplifying the “average system” for making up packages by
weight or measure, and intends to consult in the summer on simplifying weights and measures
controls on the sale of foodstuffs. The Department introduced performance measures for the
Trading Standards service under the National Performance Framewark in June 2003

6th Report of 2003-04: Regional Grants in England: 29 January 2004

The PAC's report examined the impact of the Department's spend on regional grants in England.
The Committee concluded that “thirty years” of regional grants had failed to close the gaps
between the relative economic performances of the regions, especially in terms of employment.
They believe that more flexibility is needed in the criteria to enable the schemels) to respond to
specific needs of individual regions and more active marketing to increase the number of
applications, which halved between the mid 1990s and 2002.

The Committee acknowledged the Department’s ongoing review of Business Support, which
was reviewing the RSAJEG schemes alongside others. The Committee expects the review to
tighten the rationale for regional support.

1 These PAC rmports can ba found al waww patiamant the-stataneny-affee oo, ukipafomicmedboce htm
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C7 ENVIRONMENTAL PERFORMANCE

The Department continues to contribute to the framework for Sustainable Development in the
Government Estate (SDIGE). An estate wide review took place to identify significant sustainable
development impacts relative to its operation and the Department and agencies established

an electronic web based environmental management system (EMS) to meet one of its targets.
This will be ready for launching in DTI HQ in April 2004. The Building and Facilities Management
existing 150 14001 EMS was re-certified in April 2003 and will be extended to cover all the
facilities management infrastructure activities of the Information and Workplace Services
directorate (IWS) and has been migrated to the electronic version of the EMS.

During 2003-04 a number of energy and environmental projects were placed on hold pending
finalisation of the Department’s accornmaodation strategy. Those projects that did proceed
included: installation of some waterless urinals, water flow restrictors to wash basins; and
increase in volumes of recycling of paper waste across the London estate, currently 62.5%

of total waste collected by the waste contractor is recycled. Recycling of other waste streams
are being examined.

o

29% of the energy purchased for the DTl HQ Estate is Green Energy, 3% under the carbon
dioxide target. The exceptionally hot summer of 2003 resulted in an increase in alectricity
consumption, exceeding targets by 2%. Water consumption exceeded targets by 38% despite
the utility saving measures.

Electricity Consumption 2003
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cs HEALTH AND SAFETY REPORT

The Department is committed to providing a
safe working environment for staff, contractors
and visitors that is without risk to health,

It recognises the importance of working in
partnership with staff and contractors to
ensure the business is conducted in a way
that promotes health and safety.

The Department's Permanent Secretary is
ultimately responsible for health and safety in
the Department. For Departmental Agencies
this responsibility is delegated to Agency Chief
Executives who are responsible for all health
and safety matters in their Agency. Chief
Executives submit an annual report on health
and safety to their Agency Steering Boards.
For DTl headquarters, health and safety
responsibility is delegated to the Director
General, Services Group. The Director General
submits an annual report on health and safety
covering DT| HQ to the Departmental
Management Board.

in OTI HQ the Department’s Estates and
Accommaodation Unit (E&A) is responsible for
co-ordinating health and safety arrangements
for the building environment. E&A proactively
ensures that risk assessments, workplace
inspections and incident investigations are
undertaken and that any identified remedial
actions are completed. Its responsibilities
extend to staff health and safety training and
ensuring that contractors meet their health
and safety responsibilities. It acts as the
Departmental intelligent customer for building
related health and safety and provides
information, advice and guidance to Agencies
and NDPBs.

Health and safety policies and practices are
regularly reviewed against those of OGDs
and the private sector. Accident statistics

are collated and benchmarked against data
published by the Health and Safety Executive.

The Department strongly supports the
Government's Revitalising Health and Safety
initiative, and strives to ensure that health
and safety considerations are properly built
into its actions.

The Department has suffered no fatality or
dangerous occurrence as defined under the
Reporting of injuries, Diseases and Dangerous
Occurrences Regulations 1996 (RIDDOR]J,

nor been served with any health and safety
enforcement notice or convicted of any breach
of health and safety law. During the year an
Asbestos Policy, Action Plan and Long-term
Management Plan were put in place following
a comprehensive review of the arrangements
for managing asbestos. A significant challenge
for the coming year will be to ensure that the
Department, its Agencies and NDPBs fully
comply with new fire safety requirements
introduced by the Regulatory Reform (Fire
Safety) Order.

The number of RIDDOR reportable accidents,
non-reportable accidents, and working days
lost for reportable and non-reportable
accidents are set out in tables below.

Riddor Reportable Accidents

Mmmmw“ 3-21
Staff q 3 3 2
Contractors 3 3 2 ]
HRate per 77 58 63 -
100,000
Employees

* AgribDecembsar 2003

Reponed rate of mjuries per 100000 empioyess 24 reportsd ta &1
anforcing authontes in 2000-02 and 200203 iprovisional for financial
intermadiation fexcept insarance and pension fundngl were 148 and
156 reapaciivady, for maurance aned pendion fundng |except compulsony
sacial securityl were 42 and 55 respectvedy. and {or actvities ausiliany
financial imermadation were 45 and 41 respectively. Tha Departmental
ra1e is gomparable with, or comdinations of, thess repomed mies

:
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LIST OF FIGURES AND CORRESPONDING
CHAPTERS AND FIGURES FROM DR 2003

2003-04 Chapter 2002-03 Chapter 2003-04 Figures 2002-03 Figs
CHAPTER 1
The Strategy 2: Plans for 2003-06 Mone rifa
CHAPTER 2
Progress on Delivering  1: Progress on delivering 2.1: International Comparisons Fig 1.1
PSA Targets PSA and other targets of Productivity per worker
2.2: International Comparisons Fig 1.2
of Productivity per hour
CHAPTER 3
Improving Business 5: Innovation 3.1: Number of Firms Fig 9.1
Performance B: Business Relations Supported in Trade Fairs,
7: Business Suppor Missions and Seminars
8: Small Businesses and Seminars
Entarprise 3.2; Inward Inyestment Fig 8.2
9: International Trade and Cases and Effect on Jobs
Investment 3.3: UK Trade & Investment Fig 9.3
12: The Framework for Programme Expenditure
Business Activity 3.4: Business Link Local Fig 8.1
Metwork Market Penatration
CHAPTER 4
Knowledge Transfer 3: The Science and 4.1: Knowledge Transfer Fig8.2
and Innovation Engineering Base Partnerships Performance
B: Innovation
B: Small Businesses and
Enterprise
CHAPTER &
Consumers and 13: Consumers and Mone rfa
Competition Competition Policy
CHAPTER 6
Security of Energy 11: Energy Mong nfa
Supply
CHAPTER 7
Free and Fair World 14: Europe and Worid Trade 7.1: Number of Import Fig 14.1
Markets Licences Issued
7.2: Import Licences Fig 14.2
Issued within & Working
Days and Error Rate
CHAPTER 8
Enterprise For All 8: Small Business and MNone nya
Enterprise
CHAPTER 9
Strengthening Regional 10: Regional Growth 9.1: Total Government Fig 10.1
Economies funding for RDAs
9.2: Expected B5A Fig 10.2
Expenditure by Region
9.3: European Regional Fig 10.3

Development Fund Provision
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Notes: References are to chapter number and paragraph number, Example: 11.36
indicates chapter 11, paragraph 36. A key to acronyms is listed in a separate table.

A

Advisory Council and Arbitration Service
11.5, 11.36-11.38
Advisory Council for Aeronautics Research
in Europe 3.22
Aerospace IGT 3.16
Agriculture and Environment
Biotechnology Commission
report on GM crops 10.43
Arts and Humanities Research Council 10.10
Assets and Liabilities
achievements 15.8
British Shipbuilders’ liabilities 15.5
coal
health liabilities 15.3, 15.4,
15.9-15.12
non-health liabilities 15.13-15.19
generally, 15.1, 15.2
i{gnaand steel employees re-adaptation
nuclear liabilities 15.20-15.31
plans for 2004-05 15.3-15.8
postal services 15.7, 15.32-15.34,
Fig.15.3
public sector civil sites
decommissioning/clean-up 15.6
Automotive Academy 3.13
Automotive IGT 3.13
Aviation White Paper 9.33

Better Buildings Summit 3.24, 13.8, 13.13
Better Regulation Task Force
procurement report 3.9, 3.50
Bioscience I1GT 3.17
Bioscience Leadership Council 3.17
British National Space Centre 10.20
British Nuclear Fuels pic 15.24-15.29
activities 15.24
best practice governance 15.2
cash position 15.26
financial information Fig.15.2
liabilities 15.26
losses 15.25
restructuring 15.2
strategy review conclusions
15.27-15.29

Broadband
availability 3.6, 3.9, 3.51-3.53
Britain Action Plan 3.6
PSA target 2.41, 3.3, 3.53
Business
see also E-business, Small business
euro, preparing for the 7.18
Higher Education Institutes,
collaboration between 2.13
LINK benefits to 10.45-10.47, Fig.10.4
performance, improving 2.58, Ch.3
achievements 3.9
generally 3.1, 3.2
Plans for 2004-05 3.4-3.9
targets 3.3
relations 3.10-3.31
cross-cutting issues 3.11
Design Council 3.29-3.31
generally, 3.10
individual companies 3.26-3.28
Innovation and Growth Teams
3.12-3.19
Manufacturing Advisory Service 3.25
sector competitiveness 3.20-3.24
research and development expenditure
2.14
start-ups, 2.36
foreign national, as 8.12
government strategy 8.8
increase in 2.33
support
cost-effectiveness, improving 3.5
products 3.4, 3.43-3.45, 4.11-4.22,
9.8, 9.26
review 1.2
Trade & Investment’s Customers’
performance 2.52-2.58
Business Link
brand, 3.46
local network penetration Fig.3.3
operators 3.5, 3.47, 3.48, 8.21
partnerships 2.36
RDA-led 2.38
strategic impact 3.5
website 3.5, 12.11
Business Plan 1.5, 18.3, 18.5
Business Research Information Analysis
Mavigator 8.8
Business Support Directory 3.44



Incex THADE AND INDUSTHY 32004

Business Support Transformation
Programme 4.11, 4.12

c

Cambridge/MIT Institute 4.26, 4.27
Chemicals
Directive 7.11
IGT 3.14
registration/evaluation/authorisation
13.12
Chemistry Leadership Council 3.14
Citizens Advice Service 5.7, 5.24
funding 5.18
Coal
British Coal Caorporation
concessionary fuel scheme 15.14
Dismissed Miners Compensation
Scheme 15.18
expenditure Fig.15.1
Social Welfare Organisation 15.19
health liabilities 15.9-15.12
chronic obstructive pulmonary
disease 15.9, 15.10
vibration white finger 15.11, 15.12
Mineworkers Pension Scheme 15.15,
15.16
non-health liabilities 15.13-15.19
royvalty scheme, new reduced 15.17
Commission for Equality and Human
Rights 11.6, 11.8
Communications Act 2003 5.14
Community Development Finance
Institutions 8.7, 8.8
Community Innovation Survey 2.14
Community Interest Companies 8.8, 8.19
Community Investment Tax Relief 8.8
Companies House
financial performance Fig.17.5
on-line services 17.4
performance against targets Fig. 17.4
Trading Fund, 17.3
Company and Community Enterprise Bill
18.21
Competition Act 1988 5.30
Competition regime
PSA target 2.15-2.17
Comprehensive Spending Reviews 2.1
summary 2.61
targets 2.2, 2.3, 2.8
Construction Research and Innovation
Strategy Panel 3.19
Consumer
advice
car servicing/repair 5.27, 5.28
Consumer Direct 5.6, 5.7, 5.18,
5.21-5.23
generally 5.20
Trading Standards service 5.26
Support Networks 5.21, 5.24, 5.25

campaigns
raising awareness of scams 5.29
competition and Ch.5
modernisation of EU rules/law
5.30-5.32
website 5.29
credit 5.15-5.19
over-indebtedness 5.17, 5.18
regime, 5.7
White Paper 5.15-5.17
empowerment and protection
achievements for 2003-04 5.7
generally 5.1-5.4
plans for 2004-05 5.6, 5.7
PSA target 2.15, 2.18-2.20, 5.5
statutory provisions 5.11-5.14,
5.38-5.40
strategy, 5.8-5.10
energy, access to 6.6
hallmarking 5.32
market studies 5.33
merger decisions 2003-04 5.35, 5.36
Patent Office 5.37
Regulatory Reform Orders 5.34
safety 5.38-5.43
fireworks regulations 5.38-5.40
General Product Safety Directive
5.41, 5.42
prohibition notice powers 5.43
toy, 5.43
Consumer Credit Act Review 5.15, 5.16
Consumer Direct 5.6, 5.7, 5.18, 5.21-5.23
Consumer Protection Act 1987 5.43
Consumer Strategy 5.6, 5.8-5.10
Convention on the Future of Europe 7.16
Corporate and Insolvency Activity
achievements in 2003-04 14.6
accountancy
actions 14.9
directives, modernisation of 14.21
international standards, adopting
14.20
profession regulation 14.10
audit
actions 14.9
statutory, EU proposals 14.22
thresholds 14.14
Companies (Audit, Investigations and
Community Enterprise) Bill 14.4, 14.6,
14.11, 14.12
company law, 14.6
modernising 14.7, 14.8
review 14.4
effective influencing 14.18-14.23
European company, new 14.23
generally 14.1, 14.2
governance 14.6, 14.15-14.17
accounting for people 14.17
directors’ remuneration 14.16
non-executive directors 14.15




law 14.7-14.14
malzpract'r::e 14.24-14.26, Figs. 14.1,
14.
partnership law 14.13
lans for 2004-05 14.3-14.6
akeovers Directive 14.18
Cotonou Agreement
Econormic Partnership Agreements
under 7.25
Council for Science and Technology 10.10

Department for Environment, Food and
Rural Affairs 2.21, 3.9, 3.11, 6.9, 9.14,
10.42, 10.50
Department of Trade and Industry
Better Regulation objectives 7.13, C2
Energy Security of Supply Working
Group 2.22
Expenditure Limit 2.59
managing Ch.18, Annex C
Capital Modernisation Fund C4
corporate strategies/services
18.9-18.19
Electronic Service Delivery C1
Environmental Performance C7
generally 18.1
Health and Safety Report 2003-04 C8
Investment/Asset management C3
Invest to Save Budget C5
leadership 18.10, 18.11
legal services 18.20-18.22
marketing communications 18.6-18.8
organisation/systems 18.15-18.19
people and skills 18.12-18-14
priorities, setting/delivering 18.2-18.5
Egbii-:: Accounts Committee reports
gtéinz:iance on Mapping Social Enterprise
%ewice delivery, improving 3.43-3.45,
1
Strategy Ch.1
implementation 1.4, 18.5
launch 1.1, 18.2
prionties 1.1-1.5, 2.9, 3.1, 184
Diamond Synchrotron 10.10, 10.21
Digital Television Action Plan 3.7, 3.54
Digital TV Switch-over 3.7, 3.54, 3.55
Doha Development Agenda 2.30, 7.3, 7.5,
1.6, 7.22
developing countries to gain 7.23, 7.24

E-business
associated target 2.40
broadband 2.41, 3.3
Business.gov 3.32
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ICT take-up 2.42
PSA target 2.40-2.42, 3.3
UK online 3.33, 3.34
Economic growth
key drivers 2.38
regional 2.39
Economist Intelligence Unit 3.33
Electronics IGT 3.18
Employment
see also Workplace, maximising
potential
discrimination, tackling 11.5, 11.29
equal pay 11.13-11.15
minimum wage 11.25, 11.26, Fig.11.1
rate
ethnic minarities 2.47-2.51
overall 2.47
PSA target 2.47-2.51
regulation 11.4
relations 11.36-11.43
Working Time Directive 11.27
Employment Relations Bill 18.21
Employment Tribunals Service
Acas and 11.5
applications by jurisdiction Fig.11.2
financial performance Fig.17.16
performance against targets 11.39,
Fig.17.15
user satisfaction 17.11
Energy
achievements 2003-04 6.11
chemicals
registration/evaluation/authorisation
13.12
competitive market, ensuring 2.21, 6.1,
6.2, 6.12, 6.13
environment, and 10.40, 13.12-13.17
EU Emissions Trading Scheme 13.10,
13.11
European markets 6.7, 6.15
fuel poverty objectives 2.23, 2.24, 6.23,
13.4
greenhouse gas emissions 2.27-2.29,
13.9, 13.18
international markets 6.7
Iraqi resources 6.11
MNorth European Gas pipeline 6.12
MNorway, agreement with 6.7
oil/gas reserves 6.16-6.19
royalties 6.16
taxation 6.17, 6.19
plans for 2004-05 6.4-6.11
FILOT 6.20
PSA target 2.21, 6.3, 13.4
renewable supply 13.18-13.32
generally 13.18
liaison with stakeholders 13.28, 13.29
obligation 13.21-13.25, Fig.13.1
Policy Planning Statement 13.19
support schemes 13.20
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offshore wind farms 13.8, 13.20,
13.28-13.32
renewables
Innovation Review 13.26
Supply Chain Gap Analysis 13.27
Russia, co-operation with 6.12
security of supply 2.22, Ch.6, 13.4
statistics 6.10
sustainable use of natural resources
2.25, 2.26, 13.16, 13.17
Energy Bill 6.6, 6.13, 13.6, 13.8, 13.25,
15.8, 16.9, 18.21
Energywaich 6.4, 6.14
Energy White Paper 1.2, 6.13, 13.1, 13.5
Engineering see Science and Engineering
Base
Enterprise Act 2002 5.11-5.13
Enterprise
disadvantaged communities, in 2.35, 8.7
culture 8.9-8.17
social 8.8, 8.18-8.22
society
achievements in 2003-04 8.8
associated targets 2.35
building 8.1-8.4, 12.3
plans for 2004-05 8.6-8.8
PSA targets 2.33-2.35, 8.5, 12.3
Enterprise Insight 8.6, 8.9
Enterprise Promotion Fund 8.6, 8.8, 8.11
Environment Agency 2.25, 2.26
gr‘wlmnmental oods and Services IGT
15
Environmental Innovations Advisory Group
3.15
Equality
government objectives 2.43
pay, of 11.13-11.15
Equal Opportunities Commission 11.24
Ethnic minorities
access 1o government procurement
opportunities 8.14
labour market, and the 2.49
Eurekal 4.22
European Company Statute 14.23
European Union
Action Plan
Company Law/Corporate Governance
14.6, 14.19
Better Regulation Plan
implementation 7.10
bilateral trade negotiations with
Mercosur 7.25
Chemicals Directive 7.11
Commission, appointment of new 7.9
gﬂarqpentim rules modernisation 5.30,
Competitiveness Council 7.11, 14.18
Emissions Trading Scheme 13. 10, 13.11
enlargement 7.14, 7.15
benefits following 7.9

regional policy following 9.3, 9.7
Four Presidency initiative 7.10
ganzeral consumer product safety 5.41,
Generalised Scheme of Preferences
7.25
Green Paper on Entrepreneurship 8.23
hallmarking 5.32
!:nfla_}premmental Conference 7.16,
internal market in services 7.12, 7.13
opening markets in 7.11-7-18
Farliament, election of new 7.9
Regional Development Fund
expenditure 9.29
provision Fig.9.3
R&D Framework Programme
10.57-10.59
Research Area 4.21, 10.56
Structural Funds
allocations 9.29
future of 9.32
policy/implementation 9.27
Programmes
duration 9.31
implementation 9.22, 9.28
Regulations 9.7, 9.30
UK presidency, priorities 7.9, 7.10
Evidence Ltd Report 2.10, 2.11
Expenditure Plans reports 2.2
Exploration Expenditure Supplement 6.17
Exporters, potential/new, 3.35-3.42

F

Faraday Partnerships 4.13, 4.19

Food Standards Agency 10.42

Foreign direct investment
PSA target 2.53, 2-55-2.58

Foresight programme 4.18, 10.48-10.53
Brain Science, Addiction and Drugs
1053
Cognitive Systems 10.49
Cyber Trust and Crime Prevention 10.51
Exploiting Electromagnetic Spectrum
10.52
Flood and Coastal Defence 10.50

G

Gender equality
pay, in 11.13-11.15
promoting 11.16-11.18
PSA target 2.43-2.45
Gender Expert Group 7.26
“Genetically modified”
AEBC report 10.43
public dialogue 10.42
Grants
innovative ideas, investigating 3.43



research and development 3.43
Greenhouse gas emissions 2.27-2.29,
13.9, 13.18
Global Competition Review 2003 2.17
Global Entrepreneurship Monitor 8.8, 8.17
Global partnerships service 3.40, 3.41
Global Watch service 4.20
Government Skills Strategy 1.2

H

Health and Biotechnology 10.41
Higher Education Innovation Fund 4.23,
9.6, 9.19, 10.35
Higher Education Institutes
business, collaboration between 2.13,
10.35
government, collaboration between 4.5
knowledge transfer 4.25
Higher Education White Paper 9.14, 10.13
Import licences
issue 7.34, 7.35, Figs. 7.1, 7.2
Individual companies 3.26-3.28
Industrial Development Act 1982 9.25
Information Age Partnership 4.8
Infarmation and communication
techniques
PSA target, 2.40, 2.42
Information and Consultation Directive
11.6
Innovation and Growth Teams 3.12-3.19,
48, 11.10
Innovation Report 2003 1.2, 4.1, 4.2,
4.6-4.10, 4.31, 4.35, 11.9
Tec:hnolﬂgv Strategy 4.7-4.10
Insclvency Service
financial performance Fig.17.13
generally 17.10
performance against targets Fig.17.12
redundancy payments Fig.17.14
Intellectual property
generally 5.37
rights, trade-related aspects 2.31, 17.10
Investment, finance for
access to 12.16-12.19
achievements for 2003-04 12.11
Aeronautics Research Programme
12.27
Early Growth Funds 12.21
Enterprise Capital Funds 12.5, 12.23
fiscal/corporate/regulatory environment
12.29, 12.30
employers’ liability insurance 12.29
late-payment/cashflow 12.30
generally, 12.1, 12.2
innovation, in 12.12-12.15, 12.25,
Fig.12.2
intangible assets 12.37
launch 12.31-12.33
plans for 2004-05 12.4-12.11
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PSA target 12.3
Regional Venture Capital Funds 12.6,
12.22
research and development
annual scoreboards 12.34-12.36
credits 12.11, 12.15
grants 12.26
Small Business Investment Taskforce
12.20
Small Firms Loan Guarantee 3.43, 12.4,
12.24, Fig.12.1
value added activity 12.31-12.37
annual scoreboards 12.34-12.36

K

Knowledge Integration Communities 4.27
Knowledge Transfer

generally 4.1, 4.2

innovation and Ch.4

partnerships 3.43, 4.16, 4.17

performance Fig.4.1

plans for 2004-05 4.4, 45

PSA target 4.3
Kyoto Protocol 2.28

L

Labour Force Survey 2.47
Labour markets

flexibility 11.33-11.35

participation promotion, 11.31, 11.32

Lambert Review 4.1, 9.14
Legal Services Commission

advice telephone service 5.18
LINK Collaborative Research 4.13, 10.10,
10.45-10.47
Lisbon agenda 7.2, 7.13, 9.32, 11.1
Low Carbon Vehicle Partnership 3.13

Manufacturing Advisory Service 3.9, 3.25
Metrics 4.25
3G Mobile services

launch 3.56, 3.57
Micro and Nanotechnology Facilities
Network 4.15
Millennium Development Goals

poverty reduction, on 7.23

MNanotechnology 4.14, 4.15, 10.41
National Council for Graduate Enterprise
8.6, 8.8,89, 811

National Employment Plan 9.14

National Measurement System 4.33-4.35
MNational Minimum Wage 11.4, 11.6
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Mational Skills Strateay 9.11, 11.6
Mational Standardisation Strategic
Framework 4.31, 4.32
Mational Weights and Measures
Laboratory

financial performance Fig.17.9

targets 17.7, 17.8

performance against Fig.17.8

Matural resources

sustainable use 2.25, 2.26, 13.4, 13.16,

13.17
MNuclear security and export

achievements in 2003-04 16.6

British Energy 16.6, 16.11-16.15

civil security 16.16, 16.17

controls 16.7

generally 16.1, 16.2

liabilities 15.2

plans for 2004-05 16.3-16.6

safety/third party liability and 16.8-16.10

Soviet Union

legacy of former 16.6, 16.18-16.21

Nuclear Decommissioning Authority 15.2,
15.20-15.22
Muclear Fusion 10.22

0

Office for National Statistics 2.5
Office of Communications 3.57
Office of Deputy Prime Minister
Planning Policy Statement 6
Town Centres, for 9.34
gruﬁainabie Communities Action Plan
Office of Gas and Electricity Markets 2.22,
6.4, 6.8, 6.9
Egg:e of Science and Technology 4.25,
Offshoring 7.36
Organisation for Economic Co-operation
and Development
data 2.14
Overseas markets, identifying 3.35-3.38

P

Patent Office
financial performance Fig.17.7
function 5.37
performance against targets Fig.17.6
targets 17.6
Trading Fund, 17.5
Petroleum Revenue Tax 6.18
Phoenix Development Fund 8.7, 8.15, 8.16
Postal services liabilities 15.32-15.34
Royal Mail financial targets Fig.15.3
Productivity growth
assessment 2.8
benchmarks 2.6

associated target 2.8

current position 2.5

data 2.5, 2.7

drivers 2.6

government's objective 2.4, 2.8

hour, per 2.5-2.7, Fig.2.2

PSA target 2.4-2.9

associated target 2.7

waorker, per 2.5-2.7, Fig.2.1
Fublic sector

procurement 3.8, 3.9

Research Exploitation Fund 4.24, 10.36

Research Institutes 4.5

SME's under-representation 3.8, 3.9
Public service agreement targets

competition levels 2.15-2.17

consumer empowerment/protection

2.15, 2.18-2.20,5.5

delivery Ch.2

e-business, as to 2.41-2-42

energy market, maintaining competitive

2.21-2.29

enterprise society, building 2.33-2.36

ethnic minorities’ employment rate

2.47-2.51

exploitation of science base 2.09, 2.12,

2.13, 43

foreign direct investment 2.55-2.58

generally 2.1-2.4

international performance, raising
icguenﬁ&f@ﬂgineenng base 2.9-2.11,

investment readiness initiatives 12.8
overall innovation performance, raising
29,214, 4.3

productivity growth, raising 2.4-2.9
regions, economic performance of all
2.37-2.40

Trade & Investment's customers'
performance 2.52-2.54

trade barriers, reducing 2.30-2.32, Ch.7
value for money improvements
2.59-2.61

Radiocommunications Agency
financial performance Fig.17.11
merged to become Ofcom 17.9
performance against targets Fig.17.10
Regional Competitiveness and the State of
the Regions 9.13
Regional Development Agencies 3.23, 8.6,
9.3, 10.58
achievements in 2003-04 9.14-9.17
cluster policies 9.20
government funding 9.17, Fig.9.1
tlnzv?lsﬂmem readiness initiatives 12.8,
11



new approach to tasking 9.5
partnership-based approach of DTI
9.18-9.20
performance evaluation 9.13
reports 9.16
review of 9.5
role 9.6, 9.9-9.13, 9.19
targets 9.12
Regional Economic Strategies 2.38
Regional Emphasis Documents 2.38
Regional Selective Assistance 9.23-9.26
expenditure Fig.9.2
Regional Skills Partnerships
establishment 2.38, 9.11
role 11.11
Regional Strategic Partnerships 9.14
Regional Studies Association
economic seminars 9.8
Regions
see also Regional Development
Agencies
decision-making processes 9.8
economic performance, strengthening
Ch.9
achievements 2003-04 9.8
generally 9.1-9.3
plans for 2004-05 9.5-9.8
FSA target 2.36-2.40, 9.4
European Structural Funds 9.27-9.32
Government Offices’ role 9.21, 9.22
Industry Councils to be established 9.6
Science Councils to be established 9.6
selective assistance 9.23-9.26
Registration Evaluation and Authorisation
of Chemicals 3.11
Research and development
annual scoreboards 12.34-12.36
grants 12.26
tax incentives 12.11, 12.15
Retail Strategy Group 3.18
Rural Delivery Review 9.14
?gr;ﬂg Economy and Land Use Programme

Science and Engineering Base

achievements

2003-04, in 10.9

international 10.54-10.59
associated target 2.11
civil contingencies 10.44
Dorothy Hodgkin Postgraduate Awards
10.54, 10.55
Dual Support Reform Consultation
10.11, 10.12
European Research, getting the best
10.56-10.59
expenditure on Fig.10.5
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exploitation of 2,12, 2.13, 4.23-4.27,
10.35-10.37
Foresight projects 10.48-10.53
government 10.38-10.52
strategy 10.38, 10.39
international performance, improving
2.9-2.11, 10.1-10.3
plans for 2004-05 10.6-10.9
programmes 10.20-10.22
PSA target 2.9-2.12, 4.3, 10.4, 10.5
research
Basic Technology Programme 10.18
development and
EU Framework Programmes 10.9,
10.10
investment 10.3
e-science programme 10.17
funding 10.35-10.36
priorities 10.17-10.19
sustainability 10.11-10.13
Research Base Funders Forum 10.10,
10.13
Research Councils 10.14-10.16
Grant-in-Aid income Fig.10.3
international subscriptions by
Fig.10.2
capital assets Fig.10.1
Royal Academy of Engineering 10.34
Royal Society 10.32, 10.33
SETNET scheme 10.27, 10.28
society, and 10.23-10.34
generally 10.23, 10.24
public engagement 10.25-10.28
research careers 10.31-10.34
women, as to 10.29, 10.30
Science and Society Directorate 10.23,
10.24
Science Research Investment Fund 10.37
Shipbuilding liabilities 15.30
SITPRO Lta
UK national trade facilitation agency
7.33
Small and Medium Enterprise
access to finance 12.16-12.19
capability for growth, building 3.5, 3.49,
121

productivity 2.34, 2.36
public sector market place, in 3.8, 3.9
research and development, exploiting
12.1
support services 3.43-3.45
voice in policy-making 8.23

small business
see also Small and Medium Enterprise
access to finance guide 12.9
growth capital for 12.1, 12.6
productivity 2.34, 2.36
support services, access to 3.5

Small Business Council 3.9
procurement report 3.9, 3.50
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Small Business Investment Taskforce
12.20
Small Business Service
activities 17.1, 17.2
Enterprise Promotion Fund launch 8.11
executive agency, an 17.1
financial
performance Fig.17.3
support by 8.9, 8.15, 8.16, 8.20
investment readiness initiatives 12.8,
12.11
Mational Council for Graduate Enterprise
launch 8.11
reviews 8.10
strategy 3.48, 3.49, 12.8
targeis Fig.17.1
performance against Fig.17.2
women's enterprise, 8.14
strategic framework for, 8.13
Small Firms Loan Guarantee scheme 3.43,
12.4, 12.24, Fig.12.1
Social Enterprise Strategy 8.8
Social justice 11.19-11.22
see also Ethnic Minorities, Gender
equality, Women
domestic violence, as to 11.20
government objectives 2.43
same-sex couples 11.19
Software and Digital Content IGT 3.18
Steel liabilities 15.31
Steel Workshop 3.24
Strategic Forum 3.19
Strategic Framework for Women's
Enterprise 8.7
Super-yacht UK 3.20
Supply Chain Groups programme 3.13
Sustainable Buildings Task Group 3.24
Sustainable Communities Action Plan 9.11
Sustainability and the environment Ch.13
achievements 13.8
Aggregates Levy Sustainability Fund
13.14, 13.15
Changing Patterns 13.8
climate change 13.9-13.11
generally 13.1-13.4
natural resources 13.16,13.17
plans for 2004-05 13.5-13.8
PSA target 13.56
renewable energy supply 13.18-13.32

T

Technical infrastructure 4.28-4.35
Technology Programme 4.10, 4.13
Technology Strategy 4.7-4.10
Board 4.7
Trade
achievermments in 2003-04 7.10
plans for 2004-05 7.5-7.10
PSA Target 2.30-2.32, 7.4

services, in 7.30-7.32
policy
expenditure Fig.7.3

UK national trade facilitation agency

7.33
Trade Related Aspects of Intellectual
Property Rights 2.3, 17.10
Trading Standards service 5.24

U

UK Atomic Energy Authority 15.2, 15.23
UK Continental Shelf 6.10
UK Trade & Investment
customers’ performance 3.2
projects 3.9
PSA target 2.62-2.58, 3.3
Global Partnership Service 3.40, 3.41
investment programme expenditure
Fig.3.4
inward investment 3.42, Fig.3.2
Online Market Introduction Service 3.35
support
exhibitions/seminars abroad 3.38,
Fig.3.1
trade 3.37
trade development programme 3.39
webhsite 3.36
United Mations Conference on Trade and
Development
World Investment Report 2.55
USA withdrawal of steel safeguard tanffs
7.10, 7.27-1.29

\Y

Value for money, achieving
associated target 2.61
PSA target 2.59, 2.60

W

Women

access 1o government procurement

opportunities 8.14

childcare 2.45

discrimination against, eliminating 11.21

domestic violence and 11.20

Equality Unit Report 2.44

equal pay 11.13-11.15

audits 2.45

flexible waorking 2.45

government pay reviews 2.45

Irag, in 11.22

science and technology, in 10.29, 10.30

senior civil service, in 2.45

under-represented sectors, in 2.45
Women's National Commission 7.26,
11.23
















