Departmental report : 2006 / Dept. of Trade and Industry ; presented to
Parliament by the Secretary of State for Trade and Industry and the Chief
Secretary to the Treasury.

Contributors

Great Britain. Department of Trade and Industry
Great Britain. Treasury

Publication/Creation
London : H.M.S.0 2006

Persistent URL
https://wellcomecollection.org/works/p6j9pntp

License and attribution

You have permission to make copies of this work under a Creative Commons,
Attribution license.

This licence permits unrestricted use, distribution, and reproduction in any
medium, provided the original author and source are credited. See the Legal
Code for further information.

Image source should be attributed as specified in the full catalogue record. If
no source is given the image should be attributed to Wellcome Collection.

Wellcome Collection

183 Euston Road

London NW1 2BE UK

T +44 (0)20 7611 8722

E library@wellcomecollection.org
https://wellcomecollection.org



http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/legalcode
http://creativecommons.org/licenses/by/4.0/legalcode

DEPARTMENT OF
TRADE AND INDUSTRY

——

Departmental Report 2006













FOREWORD

The Departmental Report sets out the work of
the Department over the last 12 months, key
achievements where real progress has been
made and plans for the forthcoming year.

Alan Johnson was serving as Secretary of
State for the period covered by this Report.
| look forward to continuing his work with
my Ministerial colleagues.

DTl's purpose is to create the conditions for
business success and to help the UK respond
to the challenge of globalisation. And that
rmeans operating in an evolving world where
India and China are growing rapidly, where
new technologies quickly appear rendering old
products obsolete, and where the population
is ageing in Europe whilst the developing
waorld is getting younger.

But Britain is well placed to succeed in this
changing world. If anyone is able to grow
business in this shrinking world by producing
high value adding goods and services that
people want to buy, it 15 Britain. But we still
face challenges with low productivity and
pockets of unemployment. In addition, along
with all other developed countries, we are
dealing with lower growth, higher energy
prices and bigger pension bills.

And so to succeed we need to embrace
innovation and change, and not be stuck in
the past. We need to turn outward, using
our links with Europe, America and the
Commonwealth, instead of retreating inward.
Technelogical change will continue and we
must mowve with the times.

DTl's role in this changing world is vital.
Internationally, we are leading the global debates
on energy and trade, building on last year's GB
and European Presidencies. In Europe, other
Member States are looking to our employment
record as a model for them to follow.
Domestically, we are continuing our work 1o
create the conditions for business success.

Last year we ran a business-like, impartial
presidency. DTl played a key role in achieving
this, contributing to the efficient way Councils
were chaired and business conducted. We made
substantial progress on a number of difficult
issues. For example, on better regulation, with
the Commission's withdrawal of 68 proposals
for legislation, its publication of its simplification
programme and substantial progress on
economic reform and the opening up of markets.

We produced tangible results, including
achieving political agreement on the REACH
chemicals regulation saving business over
€600 million. And whilst the WTO Hong Kong
round delivered only modest progress, on a
freer and fairer trading system, we included
agreement on the ending of all export subsidies
in agriculture by 2013 with substantial progress
due to be made by 2008.

At home, we've taken difficult decisions on
contentious issues. We launched the Energy
Review which will lock at what measures are
needed to tackie climate change and to ensure
secure energy supplies in the UK for 2020

and beyond. The Review will report their
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findings later this year. On better regulation,
we published simplification plans to deliver

£1bn of regulatory savings to business over
the next five years.

We've produced practical advice and help to a
record 670,000 businesses through Business
Link, UK Trade & Investment has helped
nearly 6,000 UK exporters move into overseas
markets and the UK landed over 1,000 inward
investment projects, creating 40,000 new jobs
and safegarding a further 35,000.

The introduction of the Work and Families Bill
will give families real choices about how they
balance work and family caring responsibilities.
This will extend maternity and adoption pay and
give fathers the right to take up to 26 weeks
Additional Paternity Leave. The National
Minimum wage increased to £5.05 in October
2005 taking more than 1 million people out of
poverty. This will increase further to £5.35 in
October 2006.

We've helped consumers get better advice
and protection by extending the availability
of Consumer Direct to all corners of Britain.
And we are continuing to ensure they are
protected through the Consumer Credit Bill
which will improve transparency and provide
consumers with redress to the Financial
Ombudsrman service.

The Equality Act became law and sets the
foundation for the establishment of the
Commission for Equality and Human Rights

in 2007, bringing together the Commission

for Racial Equality, the Disability Rights
Commission and the Equal Opportunities
Commission into a single body. And we saw
Civil Partnerships come into force in December
2005, extending the legal recognition rights of
married people to same-sex couplas.

| am grateful to the many people in the

DTl and agencies, as well as those we have
worked closely with to deliver the outcomes
set out in this year's report. We have met
some tough challenges and will do so in the
future as we continue to improve the efficiency
and increase the focus and flexibility of the
department. | look forward to a successful
year as we deliver on our promises and bring
real results to our customers and stakeholders.

F?‘\,—/M .

Rt. Hon Alistair Darling
Secretary of State for Trade and Industry



RHAGAIR

Mae'r Adroddiad Adrannol yn nodi gwaith yr
Adran dros v 12 mis diwethaf, cyraeddiadau
allweddol lle gwnaed cynnydd go iawn, a'n
cynlluniau ar gyfer y fiwyddyn sy'n dod.

Alan Johnson oedd yn Ysgrifennydd Gwladol
dros gyfnod yr Adroddiad, Edrychaf ymlaen
at barhau ei waith gyda'm cyd-swyddogion
Gweinidogol.

Diben y DTl yw creu’r amodau ar gyfer
llwyddiant busnes a helpu'r DU i ymateb

i her globaleiddio. Ac mae hyn yn golygu
gweithredu mewn byd sy'n esblygu, lle
mae India a Tsieina'n tyfu'n fuan, lle bydd
technolegau newydd yn codi’'n gyflym gan
fwrw hen gynhyrchion i'r neilltu, a lle mae'r
boblogaeth yn Ewrop yn heneiddio tra bo'r
byd datblygol yn mynd yn iau.

Ond mae Prydain mewn safle da i lwyddo yn
y byd cyfnewidiol hwn. Os gall unrhyw wiad
dyfu busnes yn y byd hwn sy'n mynd yn

llellal beunydd trwy gynhyrchu nwyddau a
gwasanaethau sy'n ychwanegu gwerth uchel
fel y bydd pobl am eu prynu, Prydain yw'r wiad
honno. Ond wynebwn heriau cynhyrchedd isel
a diweithdra mewn mannau gwasgarog o hyd.
At hyn, ar y cyd a phob gwlad ddatblygedig
arall, rydym yn gorfod delio & thwf is, prisiau
ynni uwch a biliau pensivwn mwy.

| lwyddo, felly, mae angen inni gofleidio
blaengaredd a newid, a pheidio a glynu wrth y
gorffennol. Mae angen inni droi'n golygon ar y
byd tu allan — gan fanteisio ar ein cysylltiadau
ag Ewrop, America a'r Gymanwlad — yn lle

encilio’'n fewnol. Bydd newid technolegol yn
bwrw rhagddo a rhaid inni symud gyda'r oes.

Mae rdl y DTl yn y byd cyfnewidicl hwn yn
hollbwysig. Yn rhyngwladol, rydym yn arwain
y trafodaethau bydeang ar ynni a masnach,
gan adeiladu ar sail ein Liywyddiaeth y liynedd
o wiedydd G8 ac Ewrop. Yn Ewrop, mae
Gwiladwriaethau Aelodol eraill yn troi at ein
record gyflogaeth fel model iddynt ei ddifyn.
Yn fewnol, parhawn | weithio | greu'r amodau
ar gyfer llwyddiant busnes.

Y llynedd, trefnwyd gennym lywyddiaeth
bwrpasol a diduedd. Chwaraeodd y DTl ran
allweddcl wrth gyflawni hyn, gan gyfrannu
at y ffordd effeithiol y cai Cynghorau eu
cadeirio a busnes ei gynnal. Gwnaethom
gynnydd sylweddol ar nifer o faterion anodd:
er enghraifft, ar well rheoleiddio, o gofio i'r
Comisiwn dynnu'n 6l 68 cynnig ar gyfer
deddfwriaeth, iddo gyhoeddi rhaglen
symleiddio ac iddo wneud cryn gynnydd o ran
diwygio economaidd ac agor marchnadoedd.

Gwireddwyd canlyniadau go iawn gennym,
gan gynnwys sicrhau cytundeb gwleidyddol ar
reoli cemigion o dan drefn REACH, a arbedodd
dros £600 miliwn i fyd busnes. Ac er na
welwyd ond cynnydd cymedrol o ran system
fasnachu decach a mwy rhydd yn sail cyfres
trafodaethau'r WTO yn Hong Kong, cytunwyd i
roi terfyn ar bob cymhorthdal allforio ym maes
amaethyddiaeth erbyn 2013 gan ddisgwyl
cynnydd sylweddal erbyn 2008.
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Gartref, cymerwyd penderfyniadau anodd ar
faterion dadleuol. Lansiwyd gennym yr Arolwg
Ynni a fydd yn edrych ar y mesurau sydd
angen | fynd i'r afael & newidiadau hinsawdd
a sicrhau cyflenwadau ynni diogel yn y DU

ar gyfer 2020 a'r tu hwnt, Bydd yr Arolwg yn
cyhoeddi'i gasgliadau yn nes ymlaen eleni. Lle
mae gwell rheoleiddio yn y cwestiwn, bu inni
gyhoeddi'n cyniluniau symileiddio gyda golwg
ar wireddu gwerth £1 biliwn o arbedion
rheoleiddio ym myd busnes dros y pum
miynedd nesaf.

Cynigiwyd gennym gyngor a chymorth
ymarferol i'r nifer uchaf ericed o 670,000 o
fusnesau trwy Business Link. Mae UK Trade
and Investment wedi helpu bron 6,000 o
allforwyr y DU i fudo i farchnadoedd tramor
a sicrhaodd y DU dros 1,000 o brosiectau
buddsoddi mewnaol, | greu 40,000 o swyddi
newydd a diogelu 35,000 pellach.

Bydd cyflwyniad y Mesur Gwaith a Theuluoedd
yn rhai | deuluoedd ddewisiadau go lawn 0 ran
sut 1 gydbwyso gwaith a chyfrifoldebau teuluol,
Bydd hwn yn estyn tal mamaolaeth a thal
mabwysiadu ac yn rhoi i dadau'r hawl | gymryd
hyd at 26 wythnos o Dal Tadolaeth Ychwanegol,
Cododd y Lleiafswm Cyflog Cenedlaethol i
£5.05 yn Hydref 2005, gan gipio mwy na
miliwn o bobl o grafangau cyni. Bydd yn codi
ymhellach 1 £5.35 yn Hydref 2006.

Rydym wedi helpu defnyddwyr i gael gwell
cyngor a diogelwch trwy estyn argaeledd
Cyswilt Defnyddwyr i bob rhan o Brydain. A
pharhawn i sicrhau eu bod wedi'u gwarchod
trwy 't Mesur Credyd Defnyddwyr a fydd yn
hybu tryloywder ac yn darparu eu bod yn gallu
troi at wasanaethau'r Ombwdsman Ariannol.

Daeth y Ddeddf Cydraddoldeb yn gyfraith,

gan osod y sail ar gyfer sefydiu’r Comisiwn
Cydraddoldeb a Hawliau Dynol yn 2007, trwy
ddod ynghyd a'r Comisiwn Cydraddoldeb Hilicl,
v Comisiwn Hawliau Anabledd a’r Comisiwn
Cyfle Cyfartal o dan un corff. A daeth
Partneriaethau Sifil i rym yn Rhagfyr 2005,

gan estyn hawliau cydnabyddiaeth gyfreithiol
parau priod i barau o'r un rhyw.

Rwy'n ddiolchgar i'r bobl niferus yn y

DTI a'i hasiantaethau, ac i'r rhai y buom

yn cydweithio'n agos a nhw | wireddu'r
canlyniadau a nodir yn adroddiad eleni.
Wynebwyd sawl her galed gennym a byddwn
yn parhau i wneud yn y dyfodol wrth inni
ddal | wella effeithiolrnwydd a hybu ffocws

ac ystwythder yr Adran. Edrychaf ymlaen

at flwyddyn lwyddiannus wrth inni gywiro'n
haddewidion, gan wireddu canlyniadau go iawn
i'n cwsmeriaid a'n budd-ddeiliaid.

A‘/N\_.—-—\ .

Y Gwir Anrh. Alistair Darling
Ysgrifennydd Gwladol dros Fasnach
a Diwydiant
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Introduction

Ministerial Responsibilities
Structure of the Department
Structure of the Report

Introduction

This report sets out Government
expenditure plans for the Department of
Trade and Industry (DTI) for 2005-08. It
also assesses performance against the
delivery of the Department’s Public Service
Agreement (PSA) targets and its business
objectives and provides a summary of
significant developments against these
targets during the 2005-06 period. In the
main the report covers the Department,
including UK Trade & Investment, but also
contains information on its Executive
Agencies and Non-Departmental Public
Bodies (NDPB's).

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 2004-05
were published in December 2005.

Ministerial Responsibilities

INTRODUCTION

They provide details of the Department'’s
activities during the 2004-05 financial year
and its Balance Sheet at 31 March 2005.

The Department also issued audited resource
accounts for the United Kingdom Atomic
Energy Authority (UKAEA) Combined Pension
Schemes for 2004-05. The National Audit
Office (NAQ) issued unqualified audit
opinions on both sets of accounts.

During the period covered by this report
Responsibility for fashion design and the
arts market was transferred to the
Department for Culture, Media and Sport
(DCMS). New arrangements were put

in place for DCMS to jointly sponsor
with the Department, the Design Council,
advertising, computer games and
publishing. The consent role under the
Coastal Protection Act was transferred
from the Department of Transport to the
Department.

Secretary of State for Trade
and Industry

The Rt. Hon Alistair Darling MP

» Overall responsibility for the Department of
Trade and Industry




Introduction

Minister of State for Energy
Malcolm Wicks MP

» Portfolio: Overall responsibility for Energy
Issues; Sustainability and the Environment;
Security of Energy Supply; Fuel Poverty:
Nuclear Security and Export Control;
Shareholder Executive energy portfolic;
Corporate Social Besponsibility.

Minister of State For Trade,
Investment and Foreign Affairs
{Joint with Foreign and
Commonwealth Office)

Rt Hon lan McCartney MP

» Portfolio: Overall responsibility for Europe and
World Trade Policy; UK Trade & Investrment
(UKTI}); Export Credit Guaraniee Depariment
(ECGDYJ; Extending Competitive Markets;
Consumer Affairs; Corporate and Insolvency
Activity; Insolvency Service

Parliamentary Under
Secretary of State for
Science and Innovation

Lord David Sainsbury of Turville

3 Portfolio: Science and Engineering; 10 year
investment framework for science and
innovation; Office of Science and Innovation
{OSl); Research Councils; Knowledge Transfer
and Innowvation; Technology Strategy; Patent
Office; Mational Weights and Measures
Laboratory (MWL) Bioscience (excluding GM);

Minister of State for Industry
and the Regions

At Hon Margaret Hodge
MBE MP

» Portfolio: Enterprise Growth and Business
Ivestrment; Strengthening Regional Economies;
Effective Channels with Business; Small
Business Service; E-Commerce;
Communications and Information Industries;
Companies Bill: Companies House; Sharaholder
Executive Industrial Development Unit portfolio,

Parliamentary Under
Secretary of State for
Employment Relations

Jim Fitzpatrick MP

¥ Portfolio; Maximising Potential in the
Workplace; Better Regulation; ACAS,
Shareholder Executive oversight (including
Royal Mail); Also Minister for London
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Structure of the Department

m The Department’s Structure Pre-April 2006

Sir Brian Bender

UK Trade and Legal Strategic Policy Sln'llmr_uul Sarvices E‘“’"_ o II_FI.
Investment Services Analysis Communications Group m“‘_’“'mm
| Alme reparing o The I.InH
Surraneen Secnessny P08
Business Office of Science Innovation Energy Fair Markets
Group and Technology Group Group Group
{Hissnttecd by v Dipyd King
Crigd Seientlic Ao

ang hesd of tha DET

In late 2005 the Department reviewed the
organisational and working methods in the
areas of Science, Innovation and Support for
Business, with the aim of achieving effective
integration and ensuring that the strategic
focus of DTI appropriately addresses the
enterprise, innovation and knowledge economy
agenda to meet the challenge of globalisation.

As a result of the review it was decided to
merge the Innovation Group into the Office of
Science and Technology (OST), creating a new
Office of Science and Innovation. This will
build on both the strong brand of OST and the
achievements of OST and Innovation Group,
including the success so far in delivering the
10-year Science and Innovation Investment
Framewaork and putting innovation at the heart
of the Government agenda.

The Department also decided to build on

the success of its Business Group, and the
credibility it has achieved with key stakeholders,
by carrying out a further change programme
aimed at enabling it to focus on identifying the
conditions for business success and promoting
enterprise by influencing DTI and wider
Government policy. The Group will continue

10

to be outward looking and high-powered.
To reflect its revised role, the Group will be
renamed Enterprise and Business Group.

In response to a separate review of finance
within the Department a new Group is being
created to bring together the work on Finance
and on Strategy under a single Director General
(who has professional finance qualifications).
The new Group will ensure that the Departrment
is able to allocate its resources and manage
its finance more effectively with strong links
between its Finance and Strategy functions.
The Finance and Strategy Group will also
enable the Department to implement the
requirement for all Departments to have a
professionally qualified finance director by
December 2006.

The Department’s other central functions,
Human Resources, Information and Workplace
Services and its Operations Directorate have
become part of an Operations Group led by a
Chief Operating Officer. The Group will focus
on ensunng that the Department's corporate
services are efficient, effective, capable and
modernised while supporting business needs.



The changes to the Department’s central
functions are designed to enable the Department
to better deliver its priorities and refocused
purpose in a more professional way - with
greater focus on both effectiveness and
efficiency.

Enterprise and Business Group

Enterprise and Business Group contributes to
three of the Department’s strategic objectives
{supporting successful business, promoting
world-class science and innovation and ensuring
fair markets) and brings together strongly
business-focussed parts of the Department =
Business Relations, Regions and the Small
Business Service. Business Relations builds
partnerships with business through face-to-
face contact and sector analysis. Their expertise
is invaluable in policy development throughout
the Department and across Whitehall; Regions
aims to improve the economic performance
of each English region and narrow the gap

in growth rates, working in partnership with
England’s Regional Development Agencies
(RDAs) and other Government Departments;
and the Small Business Service (SBS) is the
Department’s agency dedicated to supporting
small business and enterprise — working
across Government and the regions and
driving improvements in the performance of
the Department’s business support products.

UK Trade & Investment

UK Trade & Investment has the lead responsibility
within Government for overseas trade and
inward investment services. It brings together
the work of the Foreign & Commonwealth
Office (FCO) and the Department in supporting
companies in the UK doing business intermationally,
and overseas enterprises seeking to locate

in the UK. It draws staff and associated
administration funding from both parent
Departments. It also has its own stream of
programme funding, voted directly by Parliament.

Introduction

Office of Science and Innovation

The Office of Science and Innovation, headed
by the Governments Chief Scientific Advisor,
Sir David King, has the twin purpose of
investing to develop further the excellence

of the UK's research base; and promoting
technological and other business innovation.
Its objectives are to sustain and improve

the science and engineering base through
administration of the £3 billion Science Budget;
improve performance in knowledge transfer
and commercialisation from universities and
Research Council Institutes; improve the
performance of Government Departments
using S&T; optimise the benefits to UK science
from EU and international activities: improve
the flow of people and ideas between the
science and engineering base and users;
improve engagement between science and
the rest of society; and ensure sound advice
is given to Ministers across Government on
science issues.

To ensure that UK business leads the field in
the exploitation of science and technology,
innovation, and the transfer of technology and
knowledge, the Office of Science and Innovation
provides strategic direction on innovation
policy; ensures that the UK has world-class
standards and technical regulation; challenges
technical barriers to trade; maxirmises the
opportunities arising from space exploration;
identifies and where possible removes
financial barriers to investment in innovation;
and focuses on the critical role of skills and
education in successful business. Within the
Office of Science and Innovation are the Patent
Office, British National Space Centre and the
Mational Weights & Measures Laboratory.

11
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Fair Markets Group

The Group's role is to deliver a competitive
framework for the growth of successful
business and jobs, and a fair deal for employees
and consumers. It does this by creating open
and dynamic markets — through economic
reform in Europe, free and fair world trade
and an effective competition regime. Also

by creating confident participants — including
reducing the regulatory burden on business,
dynamic businesses, empowered employees
and active consumers and investors who are
assured by the fairness and integrity of the
market framework, well informed about rights
and responsibilities, and embrace the benefits
of diversity.

Energy Group

Energy Group’s aim is to deliver a fundamental
cornerstone for business success — secure,
sustainable, affordable energy. The Group works
with others to ensure competitive energy markets,
while achieving safe, secure and sustainable
energy supplies. It also aims to deliver safe,
economic and efficient management of
Departmental assets and liabilities; to ensure
safety and security in the civil nuclear industry;
and to provide an effective and efficient
Departmental contribution to preventing
proliferation of arms and other strategic goods.

The Shareholder Executive

The Government is owner of, or shareholder
in, a large and diverse portfolio of businesses.
The Shareholder Executive's mission is 1o
ensure that Government shareholdings deliver
sustained, positive returns and return their
cost of capital over time within the policy,
regulatory and customer parameters set by
Government, by acting as an effective and
intelligent shareholder. It is closely aligned
with the Department’s objective of raising

UK productivity. The Shareholder Executive is
located in the Department but works across
Government by directly fulfilling the ownership
role on behalf of shareholding Department’s or
advising Department’s on their ownership role.

12

Finance and Strategy Group

The Finance and Strategy Group is responsible
for supporting the Accounting Officer, helping
the Secretary of State and the Board to obtain,
allocate and manage financial resources,
leading on business planning and performance
reporting in the Department and ensuring that
the Department has satisfactory systems of
financial control.

The Group also supports the Secretary of State
and the Department’s senior management
team in creating a Departmental strategy for
driving up UK productivity and competitiveness
and ensuring that this strategy is clearly
communicated and delivered effectively.

It does this by:

v Creating a strategy that gives the
Department a shared and coherent sense
of purpose, direction and priorities, providing
a framework for business planning and
performance management;

v Improving the Department’s ability to
create and protect a strong reputation and
influencing role amongst our stakeholders,
including other Government Departments
and international organisations;

v Ensuring that the Department’s strategic
messages are communicated effectively;

Operations Group

Operations Group is the spine of the
Department. Its vision is to enable change
within the Department and to deliver excellent
corporate services. It enables the rest of the
Department to function through providing
internal core services like personnel,
accommaodation, |T, and operations, and delivers
services to external customers through a
number of individual Agencies {Companies
House, The Insolvency Service and (until April
2008) The Employment Tribunals Service).



Strategic Policy Analysis

The Strategic Policy Analysis Unit undertakes
analytical work in support of the Department’s
policy and strategy and gives a professional
lead to the work of economists, statisticians
and operational researchers across the
Department. The group is responsible for
developing the Department’s evidence base
and its analysis of globalisation and the UK
productivity and competitiveness agenda.

In doing this, the unit aims to ensure that,
across the Department, strategy, policy-making
and resource allocation are driven by sound
evidence and analysis and that there are robust
systems for the monitoring and evaluation

of the delivery of the Department’s targets
and objectives.

Intraduction

Legal Services Group

The aim of Legal Services Group is to ensure
that Ministers and officials in the Department
and its Executive Agencies receive the highest
quality legal services they need to deliver
Departmental objectives, The Group supports
the Department’s legislative programme and
provides advice on aspects of Departmental
policy. It investigates and prosecutes criminal
offences uncovered by other parts of the
Department, principally the Insolvency Service
and Companies Investigation Branch (CIB) and
advises the Department on any issues
involving criminal law and policy. Legal
Services Group also has an influencing role in
Whitehall, representing the Department’s
interests on Government-wide legal issues, for
example, relating to EU employment policy
through e.g. chairing the Whitehall-wide
Discrimination Law Working Group and, in the
criminal justice field, through chairing the
Whitehall Prosecutors Group.

The Department’s Structure post April 2006

Sir Brian Bender

The Shareholdar
UK Trade and Legal Strategic Policy Finance and Operations Executive
Investment Services Analysis Strategy* Group S,
AEO Iapning 10 Tha
Enterprise Dffice of Science Energy Fair Markets
‘and Business and Innovation Group Group
Group Irbisded by Sir Diaard King
Chiml Sonbfc Ak
ol Tnaef 0F e 350

" ot il LIl ASETTE dEBIE 10 Tha Peridnsl Seciumny
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Structure of the Report

The Report is structured around the
Department's four strategic objectives for
2005-08, Supporting Successful Business,
Promoting World Class Science and Innovation,
Ensuring Fair Markets and Secure Sustainable
Affordable Energy.

Section 1 - The Department's Purpose and
Objectives details how the Department's
Strategy, Business Objectives and Public
Service Agreement targets (PSA) feed into
and in turn, deliver the strategic purpose of
'‘Creating the conditions for business success;
and helping the UK respond to the challenge
of Globalisation’.

Section 2 - Sets out the Department’s
progress on the delivery of its eleven PSA
Targets from the 2004 Spending Review, its
Mational Standard and progress against PSA
targets outstanding from previous spending
reviews. The section includes the current
position and an overall assessment of delivery
for each PSA target, any factors affecting the
Department’s progress and the quality of the
data systems used to assess performance.

Section 3 - Details the Department's progress
on the delivery of its four strategic objectives,
as detailed above. The four Strategic Objectives
are underpinned by Business Objectives and
progress against delivery of each is reported
on in this section.

Section 4 - Covers the Department’s
management of Government assets and
liabilities. The section includes details of the
various assets and liabilities, and how and
who manages them.

Section 5 - Gives details of the Department’s
Executive Agencies and their performance
against targets during the year.
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Section 6 - Sets out how the Department
is managed. It covers the Department's
corporate services, processes and activities
and how these support the delivery of the
strateqgic purpose, PSA targets and Strategic
objectives.

Finally the report contains three annexes:
Annex A contains core financial tables, Annex B
contains supplementary tables such as public
appointments and senior civil service salaries,
Annex C has information on managing the
Department including tables on health and
safety and environmental performance.










The Department’s Purpose

and Objectives

DTI Strategic Framework, Business Plan,

Objectives and PSA Targets

DTI Strategic Framework

1.1

1.2

1.3

1.4

The Department’s overarching PSA
target (shared with HM Treasury) is:

“To demonstrate further progress by
2008 on the Government long term
objective of raising the rate of UK
productivity growth over the economic
cycle, improving competitiveness and
narrowing the gap with our major
industrial competitors”

In 2001 the Department identified three
high-level strategic objectives for the
Department in delivering this agenda:

Supporting Successful Business:

Prornoting World-Class Science and
Innovation; and

Ensuring Fair Markets.

To which was added - following the
2003 Energy White paper:;

Secure, Sustainable, Affordable Energy.

in 2003, the Department published its
strategy for contributing to the above
PSA, to improve productivity in the UK
economy, and to create the framework
for improved UK business performance
in an increasingly competitive and
globahised world.

Built on a sound evidence base, the
Department’s Strategy explains: the
economic context facing the UK -
highlighting the importance of productivity
in improving prosperity; and the
Department’s framework for intervention
in the economy — based on policies that

1.5

1.6

1.7

correct for market failure. The results of
the evidence assessment suggested
that the Department could make the
most difference to productivity by
focusing on four priority areas:

Transferring Knowledge;

Maximising Potential in the Workplace:
Extending Competitive Markets;
Strengthening Regional Economies.

The evidence also showed that the
Department could not achieve its aims
on its own. The Department would have
to forge closer partnerships if it was to
deliver higher levels of prosperity.

Building on the Strategy, the Department’s
Five Year Programme (published in
2004) sets out the priority actions and
policies to deliver the Strategy — how
the UK would develop a strong, modern,
knowledge based economy; how the
Department would contribute to
sustainable development; and how, over
the five-year period, the Department
wiould work to achieve this with other
Departments, business, trade unions and
others at home, in Europe and globally.

Reflecting this strategic framework and
an understanding of the areas in which
the Department can make the most
important contribution, the Department's
statement of purpose has been refined
to be:

‘Creating the conditions for business
success; and helping the UK respond

to the challenge of globalisation’

17
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1.8

The Statement of Purpose builds on
the Department’s Strategy and Five Year
Programme; and emphasises, that as
the Department responsible for trade,
business, employees, cOnsumers,
science and energy, the Department

is in a unigue position to contribute to
the wider challenge of globalisation -
enabling business and employees to
prosper in the UK. Delivering outcomes
will require ever closer working

with others = reaching out to more
stakeholders, and working with
Whitehall Departments 10 raise
awareness of the Government role

in addressing globalisation.

Achieving the Statement of Purpose
requires that the Department continue
to focus on its strategic objectives of:

Supporting Successful Business -
recognising that business and Government
have a shared goal in working together
to ensure improved competitivenass,
through identifying and tackling market
failures and overcoming barriers to

growth. And, just as business operates
at a global, national, and local level, so
must Government;

Promoting World Class Science and
Innovation - to support the
development of a knowledge economy,
Government must both support the
science base, and ensure the efficient
flow of this knowledge to firms, through
strong innovation networks, to ensure
that these ideas can be turned into high
value products and services;

Ensuring Fair Markets - fair and

open markets, at home and abroad, are
critical to UK prosperity, The Department
has a key role in establishing the UK
competition policy framework, and
promoting the benefits of market
liberalisation in the EU and globally;
empowering consumers to make
markets work; ensuring that the
Department follows the principles of
better regulation and ensuring that
individuals can contribute in the
waorkplace to their full potential;

Relationship between the Department's Strategic Framework, PSA Targets and

Fi 11
Business Plan Objectives

Strategic Creating the conditions for business success; and
Framewaork helping the UK respond to the challenge of globalisation
Promoting Secure
gﬁgcﬂ:;z?ﬁ World Class Ensuring Fair Sustainable
: Science and Markets Affordable
Business ;
Innovation Energy

Includes PSA 1 and the Departments Strategy — which are developed
and operationalised in the DT| Five Year Programme

e

-....r'""‘_“‘_

=

i [ =

The Departments PSA Targets, agreed
with HM Treasury, the PSA's both reflect

breadth of the Department's work. {
Several targets are joint with other
Government Departments, illustrating
the cross-departmental nature of the
Departments work.

the Departments Strategy and show the /U\

The Departments Objectives and their
associated delivery plans. These identify

what the Department will do over the
shorter term — a surmmary of which is
published in the annual Business Plan.
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v Secure, Sustainable, Affordable
Energy - ensuring competitive enargy
markets deliver reliable, sustainable and
affordable energy for business and
domestic consumers. Within this the
Department also remains focused on
improving the efficiency and effectiveness
with which it discharges its responsibilities
and international cbligations in respect
of nuclear security and safety and
export control.

Alongside these objectives, the Department
is also required to manage a wide range
of Government assets and liabilities.

The Department’s Business
Planning - PSA Targets and
Business Plan Objectives

1.8 The Strategic framework outlined above,
provides the basis for more immediate

Figure 1.2

DTI's Purpose and Objectives

objective setting and delivery planning.
This is where the four strategic objectives
are translated into the specific business
plan objectives for the Department.

A summary of these delivery plans |s
presented in the Department’s annual
Business Plan, which covers a three-
year period.

1.10 The Business Plan sets out how the
Department will drive forward its
objectives and deliver its PSA targets.
The Plan provides detail of the key
outcomes 1o be achieved, as well as
the main projects and activities to be

undertaken.

1.11 Delivery of the Business Plan is
monitored guarterly as part of the
Department’s approach to performance
management and within the framewaork

of its Public Service Agreement with

Links Between The Department’s Business Objectives and PSA Targets

Overarching our Business Plan is PSA Target 1 - Demonstrate further progress by 2008 on the
F‘mmremment lang term objective of raising the rate of UK productivity growth over the economic cycle,
improving competitiveness and narrowing the gap with our major industrial competitors. (Joint target

with HM Treasury).

Objective 1: Improve the relative performance of
UK Science and Engineering and its use by
Government and Society.

Objective 2: Promote effective transfer of
Knowledge 1o improve UK innovation performance
and accelerate business exploitation of science and
new and existing technologies.

PSA Target 2: Improve the relative international
parformance of the UK research base and increase
the overall innovation performance of the UK
economy, making continued progress to 2008,
including through effective knowledge transfer
amongst universities, research institutions and
business.

Objective 3: Extend competitive markets by
developing free and fair markets across Europe
and throughout the world, and by placing
empowered and protected consumers at the heart
of an effective competition regime.

PSA Target 3: Promote fair competitive markets by
ensuring that the UK framework for competition
and for consumer empowerment and support

is at the level of the best by 2008, measuring the
effectiveness of the regime through international
comparisons, supported by a broader evidence base.

PSA Target 5: Ensure that the EU secures
significant reductions in EU and world trade
barriers by 2008 leading to improved opportunities
for developing countries and a more competitive
Europe. {Joint target with DFID).
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s R |
Objective 4: Ensure the continuity and security of
energy supply at affordable prices through competitive
markets, while minimising environmental impacts
and delivering social objectives.

Objective 5; Promote sustainability including through
the delivery of the low carbon aims of the Energy
White Paper, at least cost to the UK economy, and
improve the contribution of business to sustainable
developmeant.

Links Between The Department’s Business Objectives and PSA Targets (cont)

Public Service Agreement Targets

PSA Target 4. Lead work to deliver the goals of
energy policy:

i} Reduce greenhouse gas emissions by 12.5%
from 1990 levels in line with our Kyolo
commitment and to move towards a 20%
reduction in carbon dioxide emissions below 1990
levels by 2010, through measures including energy
efficiency and renewables. (Joint target with
DEFRA and DFT)

lii} Maintain the reliability of energy supples

(i) Eliminate fuel poverty in vulnerable households
in England by 2010 in ling with the Government
Fuel Poverty Strategy objective. (Joint target with
DEFRA)

{ivl Ensure that the UK remains in the top three
most competitive energy markets in the EU and G7.

Objective 8: Encourage Enterprise Growth and
Business Investment.

PSA Target 6: Build and Enterprise society in which
small firms of all kinds thrive and reach their
potential, with,

(i) an increase in the number of people going into
business, (i) an improvement in the overall
productivity of small firms, {iii} more enterprise in
disadvantaged communities

PSA Target 9: Sub-target 4iil- By 2008 DTI will
significantly increase the proportion of newly self-
employed people who are women.

PSA Target 10: Sub Target 10(al-Raising the self-
employment rate of under represented ethnic
minorities and reduce the gap with other group

Objective 7: Strengthen regional economies
through making sustainable improvements in the
economic performance of the English regions by
2008 and over the long term reduce the persistent
gap in growth rates between the regions,
demonstrating progress by 2006.

PSA Target 7: Make sustainable improvements
in the economic performance of all the English
regions by 2008 and over the long term reduce
the persistent gap in the growth rates batwean
the regions, demonstrating progress by 2006.
(Jaint target with HM Treasuny and ODPM)

Objective 8: Enhance the competitiveness of
companies in the UK through overseas trade and
investments; and attract a continuing high level of
guality foreign direct investment.

PSA Target 8: By 2008 deliver a measurable
improvement in the business performance of UK
Trade & Investment's international trade customers,
with an emphasise on new to export firms; and
maintain the UK as the prime location in the EU for
foreign direct investment. (Joint target with FCO)
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Objective 9; Maximise potential in the workplace
by maintaining an adaptable labour market while
delivering a reduction of legal complexity for
business both here and in Europe, raising the level
of and demand for skills, and outside the workplace
by pramoting gender equality and diversity.

Links Between The Department’s Business Objectives and PSA Targets (cont )

DTI's Purpose and Objectives

PSA Target 9: By 2008, working with other
Departments, bring about measurable
improvements in gender equality across a range
of indicators, as part of Government objectives
on equality and social inclusion,

Mote: Sub-target 4{ii) (self-employment rates of
women) falls within Business Objective 6.

FSA Target 10: By 2008, promote ethnic diversity,
co-operative employrment relations and greater
choice and commitment in the workplace, while
maintaining a flexible labour market.

MNote; Sub-target (a) (self employment rates of
ethnic minorities) falls within Business Objective 6.

Objective 10: Promote and deliver an effective
framewaork for corporate and insolvency activity,
giving confidence to investors, business and
other stakeholders,

Mo specific PSA target,

Objective 11; Safe, economic efficient and
effective management of Departmental (and wheare
relevant, Government) assets and liabilities and 1o
provide a centre of excellence within Government
on corporate finance and governance issues.

PSA Target 11: Reduce the civil nuclear liability by
10%: by 2010, and establish a safe, innovative and
dynamic market for nuclear clean up by delivering
annual 2% efficiency gains from 2006-07; and
ensuring successful competitions have been
completed for the management of at least 50% of
UK nuclear sites by end 2008,

Objective 12: Ensure nuclear security and safety
and effective and efficient DTI contribution to
preventing proliferation of arms and other
strategic goods.

No specific PSA target.
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Delivering the Department’s
Public Service Agreement Targets

Introduction

This section sets out the Department's
progress on the delivery of its eleven
PSA Targets from the 2004 Spending
Review, (SR04), PSA targets outstanding
from previous spending reviews and it's
National Standard.

Overall responsibility for the delivery

of the Department's PSA targets rests
with the Secretary of State for Trade
and Industry. Where PSA targets are
held jointly with other Government
Departments, responsibility is shared
with the Secretary of State for Trade and
Industry as follows. The Chancellor of
the Exchequer is jointly responsible for
PSA 1 and together with the Deputy
Prirme Minister PSA 7. For PSA 4, The
Secretary of State for Environment Food
and Rural Affairs shares responsibility
for eliminating fuel poverty and together
with the Secretary of State for Transport
reducing greenhouse gas emissions.
The Secretary of State for International
Development is jointly responsible

far PSA 5 reducing barriers to trade.

The Secretary of State for Foreign

and Commonwealth Affairs shares
responsibility for PSA 8, improving the
business performance of UK Trade &
Investment's international trade customers
and maintaining the UK as the prime
location in the EU for foreign direct
investment.

Where PSA targets from previous
spending reviews are similar or identical

SR04 PSA 1

Demonstrate further progress by 2008
on the Government long-term objective
of raising the rate of UK productivity
growth over the economic cycle,
improving competitiveness and
narrowing the gap with our major
industrial competitors. Joint with

HM Treasury

Assessment of Progress: ON COURSE

to those from SR04, they have been
rolled over into the new targets and are
not reported on separately in the report.
Where there are significant differences
or the PSA remains outstanding from
previous spending reviews, progress is
reported on separately in the report.

Technical notes' detailing how each PSA
target will be achieved and progress
measured underpin each of the targets.
Technical notes can be found on the
Department's website.

Current position

2.1

The latest data from the Office for
National Statistics (ONS) published
autumn 2005° suggests that the UK's
productivity gap, on the output per worker
measure, has narrowed in relation to
the USA and France and closed with
Germany. This is relative to a 1995 base
vear, when the four economies were at
similar points on their economic cycles.
On the output per hour worked measure,

1w on pov ukipsa_target himid
2 hupaiheesww statistics. gov. ks
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the UK has narrowed the gap with
Germany, France and the USA since
1995, but a sizable gap with each remains.

2.2 Together these data suggest the UK is
heading in the right direction in terms of
closing its productivity gap with its major
competitors. The UK also appears to be

making some progress in raising the rate

of UK productivity growth over the
economic cycle. HM Treasury estimates
that the trend rate of actual productivity
growth (output per hour basis, adjusted
for changes in the employment rate) had
increased in the UK from 2.04% per
year over the previous economic cycle
(between 198602 and 1997H1) to

Figure 2.1 International comparisons of productivity, output per worker measure (UK=100]
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2.3

2.5% over the first half of the curent cycle
{between 1997H1 and 2001Q3).

it takes time for workers, businasses
and consumers to respond to far-
reaching structural reforms and to gain
the confidence to invest in capital or
their own skills to increase productivity
further. Consequently, in assessing
progress towards raising productivity it
i more reasonable to look for changes
in the drivers of productivity. The
Government has identified five drivers
of productivity: investment, innovation,
skills, enterprise and competition, and
has monitored performance on a range
of indicators for these drivers since
1999. Some progress has been made
on all five of these “high-level’ drivers. In
particular, there have been improvements
in the competition regime and evidence
of rising skill levels across the workforce,
but with regard to levels of investment
and research and development (R&D)
expenditure, the UK continues to lag
relative 1o its competitors.

Factors affecting performance

2.4

Improving the UK's comparative
productivity position is a long-term
objective. The indicators of productivity
performance change slowly and in the
short term productivity is influenced
by the economic cycle. Productivity
performance is likely to be dampened
by periods of strong employment
growth. Historically, the UK has rarely
experienced simultaneously strong
employment and productivity growth.
Since 1997 the UK has witnessed
strong employment growth, alongside
productivity growth.

Quality of data systems used

2.5 The ONS provide the data on labour

productivity. The data on labour

2.6

2.7

SR04 PSA 2

Improve the relative international
performance of the UK research base
and increase the overall innovation
performance of the UK economy,
making continued progress to 2008,
including through effective knowledge
transfer among universities,

research institutions and business.

Assessment of Progress: ON COURSE

Delivering DTI's Public Service Agreement

productivity, on both the output per
worker and the output per hour worked
bases, are classified as 'national
statistics’. National statistics is a term
applied by the ONS to a data series
when it is deemed sufficiently reliable.

Both versions of the productivity data
may be subject to future revisions and
are affected by the economic cycle.
Therefore attempts are made to take
out the effect of the economic cycle by
choosing an appropriate base year for
comparison, and changes are only
deemed to be significant if they exceed
5% of the UK productivity level,

The sources of data used in the
indicators of productivity were selected
following an extensive consultation
undertaken in 1999, and again following
Budget 2004. The data for the indicators
are derived from a variety of sources,
including national statistical agencies,
the OECD and the World Bank, each of
which is subject to peer review processes.

)

Current Position

2.8

Overall progress remains on course
though significant challenges clearly
rernain, particularly in raising business
R&D and increasing the supply of
science, engineering and mathematics
skills available to the economy. Progress
against this target is measured, using a
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World Citations

PR St " | <yt i £ R <]

Share of world citations 11.9% 11.9% 122% 11.5%
Share of world citations Top3in7 Top3in7 Top3in?7 Top3in7outof?d
in each of the 9 broad

Eien:e disciplines
Researchers per 5.8 5D /A 6.3
1000 workforce
Citations per £1 of publicly Lead GB Lead G8 Lead GB Lead G8
performed R&D
Citations relative to GDP Lead GB Lead GB Lead GB Lead GB
Citations per researcher Lead GB Lead G8 Lead GB Lead G8

range of twenty-five indicators, across
five broad attributes of the science and
innovation syster’, These are set out below:

1. World-class research at the
strongest centres of excellence in
the UK

2.9 Progress against this attribute is judged
against a basket of six indicators including
aspects of scientific excellence,
productivity and development of trained
researchers. These indicators are
derived from Evidence Ltd's international
benchmarking study into the performance
of the UK science and engineering base*.
The UK remains second in the world,
only to the USA, for world citation share
and continues to head the G8 on citation
productivity measures. The most recent
available data are for 2004°,

2. Sustainable and financially
robust universities and public
research institutes

2.10 These two indicators are currently under
development. The Department through

the Research Base Funders Forum is
working with Higher Education Funding
Councils to develop a set of indicators
of university sustainability. These will
include operating surplus/deficit,
spending on equipment, repairs and
maintenance and total income per staff.
Data will be derived from information
already provided to the Higher Education
Statistics Agency. The first report will be
available in 2006. A parallel project is
being undertaken by JM Consulting on
behalf of the Depariment to develop a
set of sustainability indicators for Public
Sector Research Establishments.

3. Greater responsiveness of the
research base to the needs of the
economy and public services

2.11 Progress against this attribute is
measured by an increase in a basket of
indicators from the Higher Education
Business and Community Interaction
Survey (HEBCI). The latest available
HEBCI data (covering academic year
2002-03) indicates an upward trend in
the majority of measures.

3 These atiributes also provide mdicaton of proghess aganst the mestunes Sa1 out in the ten year Scence and Inncvation Investment Framawork

hitpcfwww, o5t gov. uidipolicydsif htm,
RELE fwiees o5t gov. ukressa rohipsa,_target_metrics ktm
The latest repon viass pubkshad March 2006

o b

Bislogical Ind, Climical 2nd. Enginearing 4th, Ermatonmantal 2nd, Maths 3nd, Physical Scwonces 91h, Pro-Clinical and Haalth 2nd, Socal Sciences 2nd
and Business Ind. The Groad disciphnos ate an amalgamation the 68 Aessarch Assassment Evercize (RAE subject units of assesament.
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Higher Education Business Community Interaction (HEBC!) Survey Indicators

— .._—'-I

Numbar of new patent B96 960 1,208
applications filed by Higher
Education Institutes (HEIs)

Number of Patents granted 250 198 378

Number of licensing 728 615 758
_agreements

Income from licensing 18.40 47.00 37.01

intellectual property (Emillion)

Number of spin-outs 248 213 197

Proportion of members of 34% 36% 35%

HEI governing hodies
drawn from the business
sector

Income from business 103.5 122.2 168.2
value of consultancy

contracts) (Emillion)

Number of full time 1,538 1,836 2,283
equivalent staff employed

in commercialisation/

industrial liaison offices

4. Increasing business investment development expenditure (BERD) and on
in R&D and increased business UK patenting are available annually with
engagement a lag of approximately ten to twelve

months. Five are measured through the
Community Innovation Survey (CIS),
which has been every four years but will
be biennial from now. The 2001 survey
provided baseline data for these targets.
Hesults from the 2005 survey will be

2.12 The target for overall performance is to
narrow the gap with the UK's leading
international competitors. There are
seven indicators for progress against
this target. Two of the indicators on
business enterprise research and

available in 20086.

Canada 0.77 0.90 1.08 1.08 1.16 1.27 1.09 1.03 098
France 133 1.48 1.35 1.38 1..36 1.41 1.43 1.36
Germany 2.02 1.65 1.567 1.70 1.75 1.75 1.75 1.78 -
Italy 0.70 0.60 0.52 0.51 0.53 0.55 .54 0.55 055
Japan 1.90 1.87 2.10 2.10 212 2276 2.32 2.36 -
UK 1.40 1.33 1 Jrd 1.23 1.20 1.23 1.24 1.23 1.15
USA 1.92 1.78 1.95 1.98 2.04 1.99 1.87 1.79

OECD average 1556 1.42 1.48 .52 1.56 1.68 1.54 1.51

Souma’ OMS for U, OECD for fet
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2.13 In 2004, £13.5billion was spenton R&D v 28% of business were product (goods
performed in UK businesses, 3% less in and services) innovators, up from 19%
real terms than 2003. Civil R&D fell by
6%, while defence R&D increased by
13% in real terms. While the 2004
figures for the UK are disappointing, the ¥ 19% were process innovators, up
trend in the real value of BERD has been from 15%
positive for several years. R&D spending
by companies can be cyclical, one
example is in computer and related

v Of these, 57% had new market
innowvations, up from 43%

v B62% were actively investing in
innovation, up from 45%

activities that saw increases in real v Of the 12% of businesses who collaborate
terms of 45% in R&D spend in 2003 on innovation, some 35% do so with a
but a decrease of 18% in 2004. university partner up from 34%

2.14 However, R&D, while vital, is only part
of the picture. Other innovation, based 5. A more responsive supply of
on the latest innovation survey results’  Science, technology, engineering
show very positive performance. In and maths skills to the economy
2002-04, compared with the 1998-2000
period, business innovation has surged.

2.16 On the two indicators for this attribute
the target is

2.15 The patenting rate fell for the UK in
2003, but this is an indicator that shows
year-to-year vanation and is influenced

i Toincrease the numbers of science
students receiving enterprise training

and
by relative population changes across
countries. Only Germany has shown i For the UK to maintain its international
consistent annual growth since the ranking within the G8 countries for
mid 1990s. PhDs awarded per head of population.

In 2002 the most recently available data,
the UK lay second behind Germany in

the GB.
Patent grants at the USA Patent Office per million population®
USA 2086 2260 2256 290.0 2997 3005 3066 3015 3018 44.7%
Germany 808 B36 B5.5 111.1 1142 1248 1369 1371 1388 M4%
France 47 .4 47.0 496 61.5 B3.5 63.4 66.8 66.0 630 328%
UK 431 427 465 59.9 61.6 62.9 67.4 65.0 601 384%
Italy 191 209 21.9 278 26.1 29.5 29.8 303 296 B6I%

Seerey OECD Patent dabsbass snd fmasn acsanos and 1echroiogy indicaton

T hipihenena it pov.ukfeseyEconomic_Trands. 628 pdl
B Tha dsta are for tha invenor's country of crigin
5 2003 figures are based on estmeted poguiation figures
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Figure 2.7 Table of Indicators

Number of science and engineering 11,143"% 7,908 M/a
students receiving enterprise training
PhDs awarded per 1,000 population 0.24 0.24 Mfa

Factors Affecting Performance

2.17 The use of citations for assessing the
performance of the science base means
that account has to be taken of the nature
of this type of data. Citations accumulate
over time so older papers tend to have
more citations than recent work. Papers
less than eight years old are usually
still accumulating citations. Citation
performance peaks only at around six
years after publication and it is a
recognised feature that the UK attracts
citations at a faster rate than other
countries. Very recent data will therefore
tend to exaggerate UK performance.

2.18 Since 1999 Government has provided
scientists and business with support to
work together and drive innovation. This
support aims to improve the record in
the UK in successfully commercialising
research. Over £370million has been
allocated from the science budget for
knowledge transfer and university-
business interaction up until March
2006. Data from the latest HEBCI
survey'’, covering the academic year
2002-03 and listed above indicates that
these initiatives have made a real and
‘sustained impact.

2.19 In the year 2003-04, the real value
lexcluding inflation) of Business R&D fell
in addition to its value as a ratio of GDP.
Several studies have shown (e.g. R&D
Scoreboard”, OECD review of UK and

the Department’s economics paper no 11"
one of the most important factors influencing
a country's BERD to GDP ratio is its industrial
structure. This tends to change slowly over
time and the direction of that change can be
hard to predict.

Quality of Data Systems Used

2.20 Benchmarking studies, undertaken by
Evidence Ltd on behalf of the Department
comparing the UK against a comparator
group of 25 countries including the G8.
Data sources are:

v Thomson 151", the world's premier
source of information on scientific
journal publications and their citations:

v OECD', a major source for international
R&D statistical analyses.

2.21 HESA is the official UK agency for
collection, analysis and dissemination
of quantitative information about higher
education. Data on university exploitation
activity are gathered systematically through
the HEBCI survey. The Higher Education
Funding Council for England has published
the survey annually since 2001. The fourth
HEBCI survey, covering all UK universities
was published in January 2005. The
survey report analyses a wide range of
knowledge transfer and business interaction
activities and also looks at Higher Education
Institutes’ policies, priorities and resourcing
in business and community activities.

10 Inchuxdes one-ol nmative 10 provide shom computer based courses 1o all SET studens in Scottand, B excheded from tha retumn the figure would be 3,032

11 hipveww, hasa ac.uk

12 hp dweanw innovation gow. ukird_scoreboardfindex.asp
13  hitpywsaner oecd orgdpubicationsfitmd

14 hitpshanane: b8, gov uklconamicspapens: btml

15 harpfvewnw isnat.comyd

16 hitpafpuck sourcesacd, crgiome. him
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2.22 The CIS is a postal survey of a sample
of business enterprises, which collects
quantitative and gualitative information
on a range of innovation-related
activities as part of a survey carried out
across EU countries. It is undertaken by
the ONS, on behalf of the Department.

BERD data are collected from R&D
performing companies by the ONS
using an annual survey. Patent data are
routinely supplied by the Patent Offices
concerned and normalised to country
populations by Department statisticians.
Patents are routinely collected official
statistics. The indicator for students
receiving enterprise training comes
from annual HEECI survey, collated from
Science Enterprise Centre (SEC) annual
reports, though the Department is
currently looking for an alternative
measure for this indicator. The indicator
for PhD awards comes from OECD
Education databases.

SR04 PSA 3
FPromote fair competitive markets by

ensuring that the UK framework for
competition and for consumer
empowerment and support is at the
level of the best by 2008, measuring the
effectiveness of the regime through
international comparisons, supported
by a broader evidence hase

2.23

Assessment of progress: ON COURSE

5

Current Position

2.24 Competition: The last Peer Review of
Competition Policy was carried out by
KPMG in 2004 and found that the UK
regime was ranked third behind the USA
and Germany. The next Peer Review is
due to be carried out in 2006. Other
evidence from the Global Competition
Review (an external source) suggests

2.25

2.26

that competition enforcement in the UK
ranks second in the world, with both
competition authorities, the Office of
Fair Trading (OFT) and the Competition
Commission, in the top five.

Consumer: The latest OFT survey of
consumer awareness, carried out by
Synovate found that 59% of consumers
say they feel fairly or very well informed
about their rights and 78% of consumers
say they feel fairly or very confident in
using their rights. These results were
very similar to those in 2003 and 2004,
The latest customer satisfaction survey
demonstrated that Consumer Direct is
helping more people to gain redress.
For those who were able to put a value
on how much resolving their problem
had been worth, for example, through
replacement, repair or refund, the most
frequent response was between £150
and £200. Analysis of the first complete
year of operation of Consumer Direct in
Wales, Yorkshire and the Humber, and
South West through a survey of Trading
Standards Departments suggests that
the new service has enabled between
15 and 30% more consumers to access
advice compared to the previous year.

A Department led OECD level research
programma is now examining specific
aspects of consumer regimes in
participating countries under the headings
of Legislative Framework, Enforcement
and Consumer Empowerment, with the
aim of identifying the common features
of effective regimes under each heading.
The first phase considered an aspect
atfecting consumer empowerment,
namely how best to run consumer
campaigns to prevent consumers falling
victim to scams, that report has now
been published"”. The second project
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has been commissioned and is
considering what makes an effective
penalty regime for breaches of consumer
protection legislation. As research
progresses, understanding of what
makes an effective consumer regime
will improve.

Factors Affecting Performance

2.27

2.28

2.29

Competition: The Government
responded to the OFT market study of
care homes for older people™ on 18 May
2005 and to the study of the property
search market™, on 23 December 2005%.
Details of Competition Commission
investigations are available on their
website.” Following a review of the
merger fees regime, Government
announced that it is increasing the fees
charged in respect of the regulatory
control of mergers with effect from

6 April 2006. (The Government published
its response™ to the consultation on

6 January 2006.)

A programme of evaluation is underway
covering a review of the regular
management information and work

to assess wider impacts. The latter
included a recent independent study,
Jjointly commussioned by the Department,
OFT and the Competition Cormmission,
1o assess the quality of past merger
decisions.

Research was commissioned and
published on how best to implement
competition or market-based approaches
to achieve other public policy objectives.
The study is supporting the work of the
cross-Whitehall Competition Forum in
improving dialogue between competition
authorities and Government Departments.

T8 IV w2 Ot gov, ukCCRAOMCS 2ImManketrenar htm
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Delivering DTI's Public Service Agreement

2.30 Consumers: The consumer credit Act,

2.31

which will modernise the framework of
consumer credit law received Royal
Assent on 30 March. The Consurner
Strategy ‘A Fair Deal for Al was
published in June 2005. This sets out
the rationale for world-class consumer
policy based on proportionate, risk
assessed, evidence based intervention.
The key points following extensive
consultation, are:

Complete the national roll out of
Consumer Direct;

Clearer legislation through the
introduction of a general duty not to
trade unfairly by implementing the
Unfair Commercial Practices (UCP)
Directive;

Improving consumer redress by making
it easier for consumers to resolve
problems by promoting Alternative
Dispute Resolution and making
provisions to return money from
overseas scams to British victims;

Improving consumer protection by
providing funding to support the
piloting of specialist Trading Standards
Scambuster teams at a regional level.

The UCP Directive will establish a
comprehensive principles-based
framework dealing with unfair trading
by introducing a general prohibition on
traders not to treat consurmers unfairly.
It will also harmonise unfair trading laws
in all EU Member States. With around
thirty laws affected, implementation

of the Directive offers potential for
simplifying the existing consumer
framework in the UK. This is now being
examined thoroughly through full
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2.32

consultation. The Directive is due to
be transposed by June 2007, with the
Department aiming to consult on draft

requiations and guidance in autumn 2006.

On 5 December 2005 the Chancellor
published his Pre-Budget Report,
announcing plans to set up the Local
Better Regulation Office (LBRO), a
single body to oversee and support
local authority regulatory services within
the areas of trading standards and
environmental health. This follows on
from initial plans to set up the Consumer
and Trading Standards Agency (CTSA).
The LERO will focus on reducing the
reguiatory burden on businesses
through promoting intelligence-led, risk-
based enforcement. It will coordinate
help and support from local enforcers to
make compliance easier for businesses,
working to minimise the burdens from
farm filling and inspection.

Quality of Data Systems Used

2.33 Competition: The 2004 peer review of

competition policy, carried out on behalf
of the Department by KPMG, asked 215
experts from different countries to rank
the effectiveness of the UK competition
regime with its peers. The survey
ensures it only captures competition
experts through a question early on in
the survey, however, respondents were
not split evenly between countries, with
a higher proportion of respondents from
the USA and the UK. There were about
35 follow-up face-to-face interviews to
capture more gualitative information
about the performance of the
competition regime. In addition, the
Global Competition Review is an
independent survey into which the

24 mpdheeeneott gov uMawsdatault htm
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2.34

2.35

2.36

Department has no input, where
enforcement agencies’ activities in 2004
are rated through a mixture of “editonal
opinion” and a survey of 500 "users” (in
other words those who have had cause
to liaise with a competition authority).
This represents a useful secondary
source of information but the Department’s
peer review remains the primary source.

Consumer: The Consumer Direct survey
was carried out by IPSOS Public Affairs
during July and August 2005, with a
sample size of 2000 people who had
previously called one of the eight
Consumer Direct contact centres in
June 2005. The survey of Trading
Standards covered was based on
returns compiled by 40 local authorities
between October and December 2005,
and from case records held on the
Consumer Direct database. The survey
was designed and commissioned by
the Department.

The OFT consumer awareness survey™
was carried out by Synovate in early
2005. Results are based on face-to-face
interviews with 2048 people and are
comparable to previous surveys carried
out in 2003 and 2004. The Department
does not fund or input into the design of
this survay.

There is currently no established
methodology to compare accurately the
UK consumer regime’s performance to
that of other countries. The Department
is leading the OECD research programme
as described above to establish best
practice in consumer policy and work
towards international consensus on
what makes an effective regime.




EXYEEEN

Lead work to deliver the goals of
energy policy:

¥ To reduce greenhouse gas
emissions by 12.5% from 1990
levels in line with our Kyoto
commitment and to move towards
a 20% reduction in carbon dioxide
emissions below 1990 levels by
2010, through measures including
energy efficiency and renewables.
Joint with the Department for the
Environment Food and Rural Affairs
{(DEFRA) and the Department for
Transport (DFT);

¥ Maintain the reliability of energy
supplies;

¥ Eliminate fuel poverty in vulnerable
households in England by 2010 in
line with the Government Fuel
Poverty Strategy objective. Joint
with DEFRA;

¥ Ensure the UK remains in the top
three most competitive energy
markets in the EU and G7.

Assessment of Progress: SLIPPAGE

. =

Delivering DTI's Public Service Agreement

2.37 Overall the Department remains on course
1o deliver on the reliability of energy
supplies and the competitive energy
markets elements of the PSA. The
Department will also meat our
greenhouse gas emmisions target
(which includes emissions of carbon
dioxide and other gases implicated in
global warming) in line with our Kyoto
commitment. However there is slippage
against the domestic carbon dioxide
emissions target. Recent price increases
will make reaching the fuel poverty
target more challenging.

Greenhouse gas emissions/
carbon dioxide emissions

Current Position

2.38 The UK remains on course to achieve its
Kyoto target to reduce greenhouse gas
emissions by 12.5% below base year
(1990) levels by 2008-12. Latest estimates
show that UK greenhouse gas emissions
in 2004 have fallen to about 14.6%
below 1990 levels. The 2006 climate
change programme, published 28 March,
took a comprehensive look at all existing
abatement measures and proposed

UK greenhouse gas emissions vs. the Kyoto target
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UK carbon emmissions vs. 2010 domestic target

cold winter when gas prices were very
high. Prior to the 2006 Climate Change
Programme, projections, suggest that
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a number of new measures. The on the basis of existing policies and
projections in that document suggest measures arising from the 2000 Climate
greehouse gas emissions could be Change Programme, the UK would have
reduced to between 23%-25% below reduced emissions to around 10.6%
1990 levels by 2010. lower than in 1990 by 2010. But when
. : ; the new measures in the 2006 Climate
2.39 In addition to its Kyoto commitment, the
UK-also | d 6 eediiin Change Programme are added to
; e as.a _DrTIESIIE 9“3 Uhfecleing existing measures, the complete
its carbon dioxide emissions (as : g
koot il e L package is projected to reduce carbon
zgf; e mgﬂ e ‘I‘WE?E 0t dioxide emissions 1o 15-18% below
Mn;}e action will be needed in grder tr;; 1990 levels by 2010. The largest single
s ;t The lon er—':erm e contributor to reductions will be Phase 2
uttin uurse?ves on 'chﬁrg th to rgduce ofithe Bl Eiisions Naal g sclih,
Earbor? At B ps me 60% Details of the allocations and cap are not
it E. il el yet finalised, which accounts for the use
by about 2050, with real progress by 2020, - . -
. . . of a range , rather than single figure, in
remains challenging. That is one of the S :
: the latest projection. This new package
key reasons Government is currently T ey
R ertiking 8 itk G R Bra e e of measures (which includes policies
" oing ey e spanning a whole range of Departments)
2.40 Estimates show that carbon dioxide will take us much closer to our domestic
emissions increased by around 0.5% target and ensure real progress by 2020
between 2003 and 2004, mainly due to towards our longer term goal to 2050.
estimated increases in industrial and The revised Climate Change Programme
transport sector emissions. The latest is not the final word and there will be
figures for 2005 show a similar increase further opportunities ahead of 2010 to
since 2004, which may be as a result of move us still closer to the target.
fuel switching (to oil and coal) during th
. ; Sploanee 2.41 2004 was a year of strong growth for

renewable energy, with all renewable
sources providing 3.6% of the electricity




generated in the UK in that year. The
Department is currently on course for
further substantial growth, particularly in
wind power. Total electricity generation
from renewables in 2004 amounted to
14,171 Gwh, an increase of 33.2% on
2003. There was a 9% increase in
installed generating capacity of renewable
sources in 2003, mainly as a result of a
19% increase in onshore wind capacity
and a doubling of offshore wind capacity.

Factors Affecting Performance

2.42 Overall projections for carbon dioxide

2.43

emissions have increased. Economic
growth is a contributory factor, but
changed expectations of fossil fuel
prices going forward including for
transport emissions, are also contributing.
Qil and gas prices have both increased.
This has meant that coal has therefore
become more competitive and this is
producing increased coal use in the
generation mix. While some reduction
in energy demand in response to higher
prices is allowed for in projections, this
is more than offset by the increased
incentive to burn coal.

The oil price is also encouraging
installations to keep running in the North
Sea, or get up and running earlier - with
associated emissions from offshore use
of gas.

Quality of Data Systems Used

2.44

The National Environmental Technology
Centre (NETCEN)™ publishes an annual
inventory on behalf of DEFRA of the
historic greenhouse gas emissions in
the UK, usually within fifteen months of
the end of the calendar year in guestion.
Data are available on an annual basis
back to 1990 and are subject to the
requirements of national statistics.

25, htipiferens netcen coukfindex htm
26 hnpiwaens it o uikensngypublicenons/polingises_supply_first_regar. pdi

Delivering DTl's Public Service Agreement

Analysis by NETCEN indicates
uncertainties in carbon dioxide emissions
estimates are +/- 2%, and for the
‘basket’ of six greenhouse gases they
are about +/- 15%. Provisional data on
carbon dioxide emissions are estimated
from energy data and published annually
by the Department in Energy Trendsin
March following the end of the calendar
year in question.

2.45 The level of projected emissions is
dependent on the assumption of future
economic growth. The modelling
assumption for economic growth is
compatible with HM Treasury current
announced growth forecasts given in
the last Pre-Budget Review (PBR) and
Budget Statement. Data on renewable
sources are avalable annually in the
Digest of UK Energy Statistics.

Reliability of Energy supplies,
Fuel Poverty and Energy
Market competitiveness

Current Position

2.46 Security of Supply: The overall position
on energy supplies was covered in the
first Annual Report to Parliament
(Section 172 Security of Supply report
was published July 2005, This covers in
detail the short and medium term outlook
for the UK supply-demand balance, drawing
on Mational Grid's preliminary outlook for
the 2005-06 winter published by Ofgem
for consultation. The UK gas market was
tight this winter due to the decline of
North Sea Gas production and insufficiant
utilisation of the gas interconnector to the
continent. An EC investigation concluded
that the lack of liberalised energy markets
in Europe was a factor in supplies not
reaching the UK. These factors, and
higher global fossil fuel prices, have
lead to higher spot gas prices.
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2.47

2.48

Looking to the medium term Government
and Ofgem continually monitor
developments in the gas and electricity
rmarket through the Joint Energy
Security of Supply Group (JESS). The
group also looks for ways of helping the
market to work effectively to secure
energy supplies and provides information
to market participants to help them plan
investment decisions. A new National
Grid website published in November
provides daily updates on supply and
demand levels which will help the
energy industry plan and manage supply.
It will also help energy buyers better
understand how the market is operating.

Fuel Poverty: Progress against
Government fuel poverty targets is
published in an annual report (the UK
Fuel Poverty Strategy Fourth Annual
Progress Report”, published April 2006).
The number of households in fuel
poverty in the UK as a whole fell by
around 4.5million in the period 1996-
2004, to a level of around 2million in
2004. In England, the number of
vulnerable households in fuel poverty
fell from around 5million in 1996 to
Tmilon in 2003, However between
2003-06 the number of households in
fuel poverty will have increased as a
result of higher prices. This will make
reaching the 2010 fuel poverty target
more challenging. Analysis of the overall
effects of changes in fuel prices and
incomes, excluding consideration of
energy efficiency improvements,
suggests that the total number of
vulnerable households in fuel poverty
is likely to rise by around one million
households in England between 2004
and 2006, with a proportional rise in
figures for the Devolved Administrations.

2.49

2.50

Competitiveness: Despite rising domestic
energy prices, and the international
impacts of the increase in underlying
fossil fuel prices, energy markets in the
UK remain amongst the most competitive
in the EU on both industrial and
domestic electricity and gas prices. The
latest report™ confirms the number one
ranking for 2003 for the competitiveness
of the UK's energy markets, and
indicates preliminary ranking in both gas
and electricity markets at top position.
Preliminary data™ for 2004 confirms the
position as being maintained.

The report suggests the UK is on course
to remain within the top three most
competitive markets in each year up

to 2008. This has been due to early
liberalisation of gas and electricity
markets in the UK, and other countries’
scores will improve as they implement
EU market liberalisation directives.

Energy prices have increased in 2005
with domestic electricity prices,
including VAT, rising by 9.4% in real
terms between Q4 2004 and Q4 2005.
Domestic gas prices, including VAT, rose
by 14.8% in real terms over the same
period. Average industrial electricity
prices including the Climate Change
Levy (CCL) rose in real terms by 40.3%
between Q4 2004 and Q4 2005, while
industrial gas prices including CCL rose
by 72.1% in real terms over the same
period. Indications are that in January
20086, prices in the UK were below the
EU median for both domestic electricity
and gas prices. For industry, indications
are that prices will be above the EU
median for all sizebands, except small
and medium industrial electricity
consumers. Howaever, historically prices
to industrial users have been below the

27 htpaffwnaned dti gow. ukfensigyfeonsumersifusl_povertylsiraiegy. third progress._report pdt
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2.52

EU median, and right up to October
2005, prices were no higher than the
EU median.

Frices are now rising mainly as a result
of increasing wholesale gas prices,
higher international coal prices, the
recovery of wholesale electricity prices
from unsustainably low levels and the
introduction of the EU Emissions Trading
scheme in 2005. Increases in oil prices
are the main factor behind rising gas
prices as the two are often contractually
linked and increases in the price of gas
affect electricity prices as gas is an
important part of the UK generation mix.
The main factors behind higher oil prices
have been: strong growth in global oil
demand, particularly (but not exclusively)
in China; tight global production and
refining capacity; market concerns

about the continuity of supplies in key
producing countries (e.g. Iraq, Saudi
Arabia, Venezuela and Russia);

and Hurricane Katrina in late August
2005 and Hurricane Rita in September
2005 forcing the shutdown of much of
the Gulf of Mexico’s crude output.

Factors Affecting Performance

253

Security of Supply: In the long term,
as a result of declining UK Continental
Shelf (UKCS) production, the UK will
move to a large and growing import
requirement by the end of the decade.
Existing and planned import projects,
were they all to proceed, would meet
the annual shortfall in supplies from the
UKCS well into the next decade and
would be likely to come from a range of
sources and variety of routes. There are
also commercial proposals for a number
of new gas storage facilities, which
would substantially increase storage
capacity in the UK by 2009, providing
additional flexibility in order to meet
winter peak demand for gas. Security of
supply over the longer term will be one
of the key issues to be looked at in the
current Energy Review.

2.54

2.55

2.56

2.57

Delivering DTI's Public Service Agreement

Fuel Poverty: The Department shares
responsibility with Defra for this element
of the PSA target. The main policy
levers, such as Warm Front and the
Energy Efficiency Commitment are the
responsibility of Defra. While good
progress has been made, recent energy
price increases threaten our ability to meet
Government targets on fuel poverty.

The Department is also taking forward
work in the context of the Energy Review
on the best way to tackle fuel poverty in
light of nsing energy prices. The Fuel Poverty
Advisory Group in England published its
fourth annual report this year, highlighting
the need for consideration to be given to
the resources needed to tackle fuel poverty,
of ways to reduce prices to the most
vulnerable households, and the importance
of all Government Departments
continuing to work together on the issue.

Competitiveness/Prices: There are a
number of factors contributing to current
enargy prices, including the high oil price
and tighter gas markets as the UK moves
towards becoming a net importer. Gas is
a major component of the UK fuel mix in
electricity generation so movements in
gas price are the largest factor behind
electricity price increase. However major
gas import projects are coming on-line
over the next three years, which should
help to mitigate the tightness in supply.

The Government strategy for gas markets
aims to help all gas consumers by working
towards full energy market liberalisation
in the EU, and improving the workings
of the market. As the energy market in
Europe moves toward full liberalisation
there will be further increases in
competitive pressure in the UK and Europe.

The outlook for future oil prices remains
uncertain, and Government continues
to encourage producers and consumers
to work together to improve market
understanding and transparency.
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Quality of Data Systems Used

and is reported on above.

2.58 JESS reports, published twice a year,

contain data on gas and electricity supply Current Position

margins. Consideration is currently being 3 60 The latest new survey shows a slight
given to how JESS reporting in future fall in the total amount of waste from
could best supplement the new Section business, from 75million tonnes for

172 report to Parliament on Security 1998-99 to 73million tonnes for England
of Supply, and the Department’s and Wales in 2002-03. Of that total,
Commission under its Gas and Electricity land filled in 2002-03, some 84% of
Security of Supply Directives. Fuel the total to landfill of 35.6million tonnes
poverty data are provided by the English in 1998-99.

House Condition Survey conducted on a

continuous rolling basis. The 2003 figures 2-61

For the first time, recovery (recycling,

for fuel poverty in England have been

provided using an updated methodology

from that previously used in progress
reports following consultation and peer
review™, Data on competitiveness are
measured using a methodology
developed with an external contractor,
OXERA", and peer reviewed by energy
market experts.

Related Target SR02 PSA 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 with
DEFRA)} improve the environment and
the sustainable use of natural
resources, including through the use
of energy saving technologies, to help
reduce greenhouse gas emissions by
12.5% from 1990 levels and moving
towards a 20% reduction in carbon
dioxide emissions by 2010.

stessment of Progress: ON COURSE

2.59 Only the sustainable use of natural
resources element of this PSA is being
reported on here. The rest of the PSA
was rolled over into PSA 4 in SR04

30 hup et gov ulfenangyiconsemiorsTuel_povartyindas: shem
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reuse and land recovery) has overtaken
landfill as the most common method of
waste management for industrial and
commercial waste, with 24million
tonnes being recycled, 7.5million tonnes
being re-used and over Smillion tonnes
being incinerated or treated.

Factors Affecting Performance

2.62 The Waste Strategy Review 2005, led

by DEFRA, gives an opportunity to
reassess assumptions that have been
made about costs, growth in waste and
potentially achievable recovery and
recycling rates. This can be based on
new data, advancements in technology
and a better understanding of the
environmental, economic and social
impacts of dealing with waste.
Government aims to publish a renewed
strategy in the first half of 2006, setting
out the Government vision and strategic
direction on waste for the next fifteen
yvears, as well as the policies and actions
to deliver the strategy.

Quality of Data Systems Used

2.63 Comprehensive information on

Commercial and Industrial wastes is
limited. Figures have been taken from

3 et gow uklenergyigas_and_electricityicompatiteniess_structunefindes. shiml
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the Environment Agency's Commercial
and Industrial Waste survey 2002-03.
Separate, but linked, surveys of
commercial and industrial waste in
England and in Wales were undertaken
to obtain information on the types and
guantities of waste produced in 2002-

03. Further information is available on
the Environment Agency website®,

| sroapsas IR

Ensure that the EU secures significant
reductions in EU and world trade
barriers by 2008 leading to improved
opportunities for developing countries
and a more competitive Europe. Joint
with the Department for International

\.

Development (DFID)
Assessment of Progress: SLIPPAGE

7

Current Position

2.64

2.65

NB: This PSA target is an evolution of

a 2002 Spending Review (SR02) PSA
target™ that proved unachievable after
the failure of the Fifth World Trade
Organisation (WTO) Ministerial meeting
in Cancun in 2003. This report covers
both targets. Progress is assessed
gualitatively. The assessment that there
is slippage is based on the cumulative
impact of the factors identified below.

The UK cannot deliver this target alone
and relies on its credibility and influence
both in the EU {the Commission and
other Member States) and with key WTO
members. Jointly with DFID and other
interested Departments, the Departrnent
works through Ministers and officials

to build effective relationships with
opposite numbers in the EU and
internationally, as well as consulting
with business and civil society. In 2005

32, hepdhewearvironment-agency. gov.ukfsulectsheaste
33 Secwe agreemant by 2005 1o a significant recucton i irade: bariers lesding 10 improved eding coporunities Tor the LK and developing countries

2.66

Delivering DTI's Public Service Agreement

the Department concentrated on the
opportunities provided by the UK, EU
and GB Presidencies to work towards a
freer and fairer global trading system —
focussing on the policies set out in

the 2004 White Paper on Trade and
Investment, particularly the role of
trade in development, and on the
recommendations of the Commission
for Africa.

The main lever for meeting the target is
the Doha Development Agenda (DDA),
being negotiated in the WTO. The WTO
Ministerial Conference in Hong Kong

in December 2005 delivered enough
progress to keep the prospect of
concluding the DDA in 2006 alive.

This included:

Agreement on an end date of 2013 for
all export subsidies in agriculture;

Agreement on some issues of interest
to Least Developed Countries (LDCs),
such as duty and quota free access to
developed country markets, cotton and
on financial assistance through aid for
trade. The establishment of a taskforce
on Aid for Trade was agreed at Hong
Kong, and a number of countries
pledged financial assistance;

Progress on trade facilitation, with an
endorsement of the need to move to
focussed drafting early in 2006. This will
enable timely conclusion of text-based
negotiations on all aspects of the trade
facilitation mandate;

A continuing rise in the number of initial
and revised offers tabled on services.
Although doubts remain about their
quality, the offers provide a basis on
which to continue negotiations and
Hong Kong provided clear guidance on
the objectives for these, alongside a
new plurilateral element. Revised offers
are due to be tabled in July 20086.
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2.67

2.68

2.69

Although agreement on the development
package was important, it is not sufficient
in itself and needs to be complemented
by real trade reforms. There was little
discussion on either increasing market
access or reducing domestic support

in agriculture and there was little real
progress made on Non Agricultural
Market Access (NAMA). This meant

a disappointing cutcome overall and
means a real challenge - both to
conclude the round as the Department
had hoped and to meet the deadlines
established at Hong Kong, in particular
to deliver modalities on agriculture and
NAMA by the end of April.

The Department remains committed

to an ambitious and pro-development
outcome. With the Commission the
Department is working at intensifying
bilateral contact to establish parameters
of any likely outcome. The Department
is engaging with other Member States
as well as key WTO members.

Although significant, commitment to the
DDA is not the only element in the trade
policy mix to achieve delivery of the
target. Other levers include a range of
European bilateral and regional measures
where the UK is working to deliver
increased market access and reduce
trade barniers. Progress in these areas
has been mixed.

2.70 The Department is continuing to work

40

towards WTO accession for current
applicant countries. During the
Presidency, the Departrment worked
closely and successfully with the
Commission on more advanced WTO
accessions, such as Saudi Arabia, to
narrow differences within the EU and
has been urging applicant countries to
take the necessary steps in order for
them to meet WTO commitments and
obligations that would make accession
possible, Saudi Arabia acceded to the

2.7

2.72

2.73

WTO in time for them to attend the
Ministerial Conference in Hong Kong.

Agreement was reached in July/August
to a new Generalised Scheme of
Preferences (GSP) for 2006-15 intended
to improve the preferential market
access for developing country exports
to the EU. On balance, the agreement
was a good outcome that should help
increase transparency and improve
take-up and that embeds more firmly
the principle of sustainable development.

There has also been increased EU
engagement on Economic Partnership
Agreements (EPAs) between the EU and
developing countries. EPAs are being
negotiated between the EU and the
African, Caribbean and Pacific states
{ACP) to replace the existing preferences,
which operate under a WTO waiver

that expires at the end of 2007. The
Department and DFID produced a UK
position paper on EPAs in March 2005.
Since then an influencing strategy has
been carried out which has worked well,
particularly in encouraging engagement
from other Member States. The
Department used the UK Presidency

of the EU to ensure that there was more
and better dialogue on EPAs both with
other EU Member States and with the
European Commission about the shape
these agreements should take through
both the formal business of the EU and
through informal networks of experts.
The Department is now focusing on the
2006 Review of EPAs and consolidating
its priorities for the review. These will
be used to help influence debate on

the Review within the EU over the
coming months.

EU reforms to sugar and bananas
regimes agreed in 2005 will erode the
traditional preferences enjoyed by some
ACP countries. Transitional assistance
has been agreed for 2006, and the




Department is working across
Government to achieve adequate
transitional assistance for those affected
for the period 2007-13.

Factors Affecting Performance

2.74

2.75

2.76

2.77

Delivery of this target depends on

the actions of the EU (the EU has
competence on all European trade
1ssues) — and others, especially WTO
Members. The UK contribution depends
on its ability to influence these
organisations. The WTO negotiations on
the DDA have the potential to make the
greatest contribution to achieving the
target, although there are other non-
DDA issues that contribute.

The Department actively engages with
all parties interested in world trade
Issues. In particular, its Trade Policy
Consultative Forum, chaired by the
Minister for Trade, Investment and
Foreign Affairs, meets regularly and
brings together non Government
Organisations (NGOs) including
development charities, business
associations, trade unions and consumer
groups to discuss world trade issuaes.

The UK played an important role at the
WTO Ministerial Conference in Hong
Kong. During the EU Presidency, the UK
played a key role in brokening consensus
between Member States and in preserving
the flexibility for Commissioner
Mandelson to negotiate effectively.

The Department has continued with
regular meetings of the InterDepartmental
group, set up to improve planning and
operations on the DDA. This includes
regular review of risks and contingencies.
The Department has also worked across
Government through the high-level
strategy group, established in 2005,
comprising representatives from across
Whitehall and UKREP, and covers DDA

Delivering DTI's Public Service Agreement

and non-DDA trade issues. Through both
fora, the Department has worked to
agree objectives, develop its influencing
strategy and ensure targeted and
consistent effort.

Quality of Data Systems Used

2.78 This performance assessment is based

2.79

SR04 PSA 6

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

Assessment of Progress: ON COURSE

on a qualitative assessment of progress,
Performance is regularly reviewed and
discussed with other Government
Departments including HM Treasury,
and this assessment has been agreed
with them.

Quantitative assessment of changes

in tariff and changes in the level of EU
imports from least developed countries
have not been made at this stage as
they would not provide any useful guide
to performance because of the time lag
between policies being agreed and them
taking effect.

2.80

The overall assessment of progress

is based on SR0O2 PSA 6, which was
carried forward into SR0O4. It is too early
to make an assessment of progress in
the SR04 period.

SR04 PSA 6(i): An increase in the

number of people considering going
into business.
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Current Position

2.81

In 2003, 11.3% of adults in England
were considering going into business.
This is not a statistically significant
change on 2001 (11.6%). The target
level is 14% by 2005, so there is
slippage against this target. The target
level for SR04 PSA 6 is for a statistically
significant increase in the proportion
considering going into business, which
will be approximately 1%, depending
upon survey sample sizes.

Factors Affecting Performance

2.82

2.83

The Global Entrepreneurship Monitor
(GEM) found that between 2001 and
2002, there was a 30% reduction in
total entrepreneurial activity (TEA™)
across the world, arguably the effect

of the World Trade Centre disaster and
subsequent global recession. The drop
affected the UK's business confidence,
with the TEA index falling from 7.7 in
2001 to 5.4 in 2002. The UK has since
recovered well, and the UK TEA index
increased to 6.4 in 2003 and 6.3 in 2004
and is now the third highest in the G8,
whilst in 2001 it was fifth. However, this
is still below the 2001 level, mirroring
the overall fall in business confidence
and activity between 2001 and 2003.

Government has developed a range

of interventions to increase interest in
entrepreneurship, particularly amongst
young people. These include the
provision of enterprise education for

all 14-16 year olds, the orgamisation of
annual "enterprise weeks", and steps
to interest students in enterprise as a
career option, These are expected 10
help progress towards the SR04 target.

Quality of Data Systems Used

2.84 The data for this PSA measure comes

from the Small Business Service (SBS)
Household Survey of Entrepreneurship,
managed by the SBS Analytical Unit.

For each survey at least 6,000 adults

in England are interviewed via the
telephone by an external research
organisation. It is not a National Statistics
product but results are weighted to
reflect the adult population in England,
using Census of Population 2001 data.

SR04 PSA 6 (ii): An improvement in
the overall productivity of small firms.

Current position

2.85 For each of the three years 1999-2002,

the productivity of small firms® grew
more than the productivity of all firms.
For 2002-03, although the productivity
of small firms grew again (by 3.3%), it
did not grow as much as productivity in
all firms (4.3%). However, overall, for
the period 1998-2003, the productivity
of small firms grew more than it did for
all firms, so this measure is on course.
Further data will be available

summer 2006.

3 TEA meazures the proporton of the adult populaton mvalved §) w nascent (start-uph businassas and () in now bussnesses whish have beon
oprating for up o 42 months

I5 Hire, “small frms" maoans regstored entormeises with 0 fo 249 employees.
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Year on year change in Productivity (gross value added per employee)

0% T loeg99 |  1999-00 2000-01 200102 | 2002-03
B Small firms B All Firms
|
Factors Affecting Performance (GVA) and employees, and indeed the

sample is specifically designed to achieve
this.* As with many large-scale surveys,
the prmessing tme invalved in such a
large survey means that the data are not
as timely as we would like. A statistical
modernisation programme is currently
underway at ONS, which we hope will
improve the timeliness of this data.

2.86 The stronger improvement in all firms’
productivity in 2002-03 relative to small
firms was driven largely by performances
in the business services sector, where
large firm productivity growth was
particularly high, at 14%, compared
with 3% for small firms.

Quality of Data Systems Used SR04 PSA 6 (iii): More enterprise in

2.87 Productivity is measured using data disadvantaged communities:

from the ONS Annual Business Inquiry
(ABIF®. This is a National Statistics Current Position
product. The ABI is a large-scale annual
survey of around 70,000 registered
businesses in the UK, conducted in

two parts, financial and employment.
Businesses with more than 250
employees are surveyed every year,
with smaller businesses surveyed less
frequently to reduce the administrative
burden on small firms. As with any
sample survey, there will be sampling
errors around any estimates from the
ABIl. However, sampling errors are small
for the aggregates of the main ABI
variables such as gross value added

2.88 Data for the whole of 2005 are not yet
available and it is therefore not passible
to assess proaress in the PSA period.
However, data up to summer 2005 are
encouraging. In the year ending summer
2005, of all the people of working age
living in the 15% most deprived wards
in England, 6.2% were self-employed.
This was higher than the average
position over the previous four years,
although the increase is close to the
sampling error for the data, and the
measure 15 not quite as high as the peak
of 6.3% for the year ending spring 2004.

36 hiep e statestics gov. il

37 The financal inguiny covars smound two things of the UK economy, The coverage of the employImient inguiry is wider Therefore the productisty .

meEaswe, winch combanas data from the ten Bguiries, axclodes Some SEciors such &5 hinancigd intermediatson, Neaih and edicaiion, whare a VA

PET &rriioy e Mmeasun 1 0ol Svalable. Arcund a quarter of the businesses cowened Dy th Measuerse &e in e primany, pomucion snd consincign
sfictors, and the remaining thaoe-quatens are in sefwces ibased on 2002 datal.
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Figure 2.11

self-employed

People of working age in the 15% most deprived wards in England: proportion
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Factors Affecting Performance

2.89 The reason for improvements in self
employment rates in disadvantaged
areas are not clear, although a number
of recent initiatives at the national level
aimed at stimulating enterprise in
disadvantaged communities, such as the
Phoenix Development Fund, Enterprise
Areas and City Growth Strategies, may
have played a role. Efforts to enable
self-employment in deprived areas are
underpinned by evidence that self-
employment can improve employability
however successfully attempted. More
significantly, however, it is important in
the longer term to stimulate economic
development, providing more
employment for local people. There has
been an increased recognition of the
potential role of enterprse in deprived areas
by a range of bodies at the regional and
local level. It should be noted however, that
the rise in seli-employment in disadvantaged
communities has also been accompanied
by a rise in self-employment in the other
85% of wards from B.8% (year ending
summer 2001) to 9.4% (year ending
summer 2005), This suggests that one

38 wewwotom gov ukfindces
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of the main reasons for the improvement
is an increasing interest in self-employment
across the country as a whole.

Quality of Data Systems Used

2.90 The ONS Labour Force Survey (LFS) is a
sample of over 120,000 pecople in each
three-month period, and is a National
Statistics product. The sample sizes are
not large enough to provide data for
individual wards, but they are large
enough to provide data for all the most
deprived wards in England. The deprived
wards are identified using the indices of
deprivation from 2000, produced by the
then Department for the Environment,
Transport and the Regions (DETR) and
now held by the Office of the Deputy
Prime Minister (ODPM). The ODPM
website™ describes how these were
created for every ward in England and
how DETR consulted users over their
suitability.

ODPM have since published the 2004
indices of deprivation, but these give a
deprivation measure for each Super

Output Area (SOA), rather than for each
ward, and the LFS data does not contain

2.9




SOAs for before 2005. If SOAs are
added to LFS data, then consideration
will be given to re-defining disadvantaged
areas with the 2004 indices. LFS data
for winter 2003, summer 2004 and
winter 2004 does not currently contain
the required wards either, so data for
these quarters have been estimated
using adjacent quarters. If these data
become available, they will be used, and
the above graph data for years ending
winter 2003 onwards will be revised.

et: SR02 PSA 6 (iii)

Mare enterprise in disadvantaged

communities.

Assessment of Progress: ON COURSE

Current Position

2.92

2.93

Figure 2,12

In 2004, there were 28 VAT registrations
per 10,000 resident adults in the 20%
most deprived areas in England,
compared to 42 VAT registrations per
10,000 resident adults in the 20% least
deprived areas. This is a gap of 35%.

In every year since 2000, with the
exception of between 2001-02, the gap
in VAT registration rates has narrowed
between the most and least deprived
areas. Overall, there has been a 5.2%
narrowing of the gap, which is more
than the 4% target set for this stage,

Delivering DTI's Public Service Agreement

since the target is for a 1% narrowing of
the gap per year.

Factors Affecting Performance

2.94 The widening of the gap between

2.95

2001-02 occurred even though there
was more enterprise in deprived areas,
since VAT registration rates increased
more in the least deprived areas. Over
the period 2000-04, VAT registration
rates in the most deprived areas have
increased from 25 to 28 VAT registrations
per 10,000 resident adults whilst rates in
the least deprived areas have fluctuated
but have returned to the original starting
position of 42 per 10,000 adults.

Because businesses are not compelled
to register for VAT until their turnover
reaches the VAT threshold (which rose
to £60,000 on 1 Apnl 2005), this
measure does not capture all enterprise
activity. While some businesses will
register for VAT as soon as they start,
others may not register for several
years. This is why SR04 uses a differant
measure (SR04 PSA 6 (i) above) for
enterprise in disadvantaged communities.

VAT registration rates (registrations per 10,000 resident adults)

in the most and least deprived areas in England, 2000-04.

a1 ' in gap (%) i gop (%}
2000 25 a2 40

2001 25 40 36 -3.8 3.8
2002 26 43 38 2.2 =1.7
2003 29 45 37 -1.3 -3.0
2004 28 42 35 -2.2 -5.2
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Quality of Data Systems Used

2.96 Three data sources are used to produce

m " Number of high growth start-ups in the UK by year of Start-up (VAT registration)

this measure:

VAT registrations. Estimates produced
from the ONS Inter-Departmental
Business Register (IDBR)®, a National
Statistics product;

Adult population, all people aged sixteen
and over. Estimates produced by the
ONS (mid-1998 estimates), a National
Statistics product;

The ODPM Index of Multiple Deprivation

2004, described in SR04 PSA 6 (iii) above.

The original target was set using the
Index of Multiple Deprivation 2000. This
Index is based upon 1998 wards, which
are no longer held on the IDBR. The
target now uses the Index of Multiple
Deprivation 2004. This Index is based
upon SOAs, which are held on the IDBR.

larget: CSR98 PSA 4

To secure an increase in the number of
high growth business start-ups.

Assessment of Progress: ON COURSE

Current Position

2.97 After a decline in the number of high-

growth start-ups over the period 1994-
96, the number of high-growth start-ups
increased to a peak ot 13,400 in 2000.
Provisional data for 2001 shows 12,800
high-growth start-ups, slightly down on
2000. Final data for 2001 will be
available in autumn 2006 when the final
assessment will be made regarding
progress between 1994-01 registrations.

1
12,300 12,200 12,200 12,300 R 145
11,800 11,100

12,000

8,000 -
4,000

-

19394 1995 1996 199 1999 2000

3 hitpiveses: statistics oy ukfichr
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2.98 Progress towards this target is assessed
by estimating the number of VAT
registered firms with a turnover of over
E£1million and/or ten or more employees
four years after registering for VAT.

. 2.99 Over the whole period, around 7%

of all new VAT registrations became
high-growth start-ups. Although the
provisional 2001 figure is lower than the
2000 figure, 7.6% of all VAT registrations
were high-growth compared to 7.5% in
2000. This proportion is the highest in
the seres, and a sign that slightly more
registrations are growing faster.

2.100The increase in high-growth start-ups
over the period has been focussed in
just one sector, business services,
which accounted for 32% of high-
growth start-ups in 2001, an increase
from 22% of all high-growth start-ups in
1994. Decreasing levels of high-growth
start-ups have been seen in
manufacturing and wholesale, retail and
repairs. These two sectors collectively
accounted for 38% of high-growth start-
ups in 1994 and 29% in 2001. Other
sectors have seen little change since 1994,

EVES

Make sustainable improvements in the
economic performance of all the English
regions by 2008 and over the long term
reduce the persistent gap in growth rates
between the regions, demonstrating
progress by 2006. Joint with HM
Treasury and the Office of the Deputy
Prime Minister (ODPM)

Assessment of Progress: ON COURSE

Delivering DTl's Public Service Agreement

Current Position

2.101 There is emerging evidence of
encouraging progress on enhancing
regional economic performance and
reducing the persistent gap in growth
rates between the regions. Regional
Gross Value Added (GVA) per capita data
show that all English regions grew in
2003 and 2004 and that the poorer
performing regions narrowed the gap
in growth rates with London, the South
East and East. A full assessment of
trends in regional economic performance
and disparities will be fully determined
when the current economic cycle is
complete.

2.102In 2004, the average GVA growth rate
per capita for the top three regions was
3.5 per cent compared to 4.6 per cent
for the bottom six regions.

2.103This progress is underpinned by two
broad strands. Firstly, the Government
has put in place a macroeconomic
framework designed to maintain
long-term economic stability and help
businesses and individuals plan for the
future, and secondly, the Government
has introduced microeconomic reforms
to address the five drivers of productivity
(skills, investment, innovation, enterprise
and competition) and to encourage
people into work by making work pay.

2.104 Progress on narrowing the gap in
growth rates between regions has been
partly due to strong employment growth
in the North. By 2005, the average
employment rate for the Morth, Midlands
and South West regions had risen to
within 0.5 per cent of the average
employment rate for London, South East
and East. This compares
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with a gap of aver 2 per cent in 2001.
The skills gap between the top three
regions and bottom six regions — as
measured by the percentage of the
working age population trained to
MNational Vocational Qualification Level 2
ar above - has also narrowed from 4 per
cent in 2001 to 2.7 per cent in 2005.

2.105As set out in HM Treasury's 2004
Technical Note, the Government will
report on performance against the
regional economic performance target
this year™.

2.106 The Government has announced a review
to feed into the 2007 Comprehensive
Spending Review to explore the
opportunities for further releasing the
economic potential of English regions,
cities and localities, and to respond more
effectively to the angoing challenge of
tackling pockets of deprivation.

2.107 More information on the targets and
baselines used to measure performance
of this PSA are available in the technical
note.

Factors Affecting Performance

2.108 Important measures in 2005-06 to
deliver the target by stimulating regional
economic performance, improving the
regional evidence base that informs
policy and increasing regional input into
national policy, include:

v raviews by six of the nine English
regions, which have refocused their
Regicnal Economic Strategies. The
RDAs have worked with regional and
local partners to ensure that the reviews
result in robust, realistic and evidence
based strategies that will help each
region make the most of their particular

opportunities and respond to their
particular challenges;

indicative regional funding allocations
across the inter-related areas of transport,
housing and economic development to
enable regions to align better their
strategies and enhance their input into
public spending decisions that affect
the regions,

a programme of transformation for the
regional Government Office network,
though the The Review of Government
Offices, which provides for more
strategic, streamlined Government
Offices to support and challenge
regional strategies;”

next steps to strengthen devolution,
performance management and
accountability in the RDAs, including an
independent assessment conducted by
the Mational Audit Office and based on
the Initial Performance Assessment (IPA)
of the London Development Agency.
This will be rolled out from 2005-06;

publication of Devolving decision
making: 3 = Meeting the regional
economic challenge: The importance of
cities to regional growth, which analyses
the contribution that cities make to
regional economic performance;®

next steps to take forward the Northern
Way growth strategy, including new
science research centres, skills pilots
and transport interventions, and a
business plan to implement the £100
million Growth Fund;

an agreement between the RDAs and
the Office for National Statistics to work
in partnership to deliver a full regional
statistical presence by March 2007, an

40 Tachnics Mata for the HM Treasury Pubiee Serves Agreernent (PSA! 20052008, Hi Troasury, 2004

41 MIpatweana dii gov, ulkipisinea 7, pol

42 Rindew of Grvernment Offices, H Treasury, Office of Deputy Prime Minister March 2006
A3 Devolwing decition making: 3 - Meating the replonal scononse chienge: The rmporancr of ciiies fo rogional rowih, I Treasury, Dapartment

for Tradds and Industry and Office of Deputy. Prime Ministes, Mareh 2006
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important step towards implementing
Christopher Allsopp’s recommendations
on improving statistics for regional
economic policy; and

continued input from the RDAs on central
Government policy decisions. The RDAs
gave advice on rationalising business
support; creating links between national
and regional frameworks on innovation;
and increasing private investment in
economic regeneration. Budget 2006
responded in full to this advice, including
by announcing that the Government will
wiork with the RDAs and other local and
national bodies to reduce the number of
business support services from around
3.000 now to no more than 100 by 2010.

Quality of Data Systems Used

2.109 Performance against this target is

measured through estimates of the
trend rate of growth in GVA per head

in each region for the period 2003-08.
The gap in growth rates is measured

by comparing the average growth rate
of regions that currently have above
average GVA per head with the average
growth rate of regions that currently
have below average GVA per head. The
regional GVA series is produced by ONS
and meets all National Statistics quality
criteria. There are 21 PSA indicators,
coming from a variety of sources and
drawing as far as possible from relevant
indicators in other PSA targets, which
contribute to regional economic

30% 35%

SR04 PSA 8

\i-\sssssment of Progress: ON COURSE j

Delivering DTI's Public Service Agreement

performance. The PSA Steering Group
keeps this list of indicators under
review, and supplements and amends
it where necessary.

By 2008 deliver a measurable
improvement in the business
performance of UK Trade &
Investment's international trade
customers, with an emphasis on new
to export firms; and maintain the UK
as the prime location in the EU for
foreign direct investment. Joint with
the Foreign and Commonwealth
Office (FCO).

2.110Responsibility for delivering PSA target 8

lies with UK Trade & Investment. For
more detalled information on this target
and performance against the following
indicators, please see UK Trade &
Investment’s 2006 Annual Report.

Current Position

2.111Indicator (i) At least 40% of new-to-

export firms assisted by UK Trade &
Investment improve their business
performance within two years (on course). *

2.112Indicator liii) At least 50% of

established exporters assisted by UK
Trade & Investment improve their
business performance within two years
{on course). *

2004 Annual Resubt
30% 35%

Oirs 1 - 3 2005-06 [eumulative)

44 This indicatr was precioushy 30% m the SR02 penod, Fos the SR04 period, repons will be for financsd rathar than calendar years
45 This indhcator camies over from the SA02 percd. For the SADS penod, fepomns will be for fmanoal ratnar than calendar years.
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58%: B61% Q1 36% Q1 76%
02 80% Q3 64%
Q4 76% Q2 72%
O3 68% Q4 729%
Annual result 65% T1%

2.117Information on factors affecting
performance and the quality of data
systems used in tracking these
indicators, can be found in UK Trade
& Investment’s Annual Report.

SR04 PSA 9

By 2008, working with other
Departments, bring about measurable
improvements in gender equality
across a range of indicators, as part
of Government objectives on equality
and social inclusion.

Assessment of Progress: NOT YET
ASSESSED
N /

2.118While the Department has responsibility
for the PSA, this is a crosscutting target
for which much of the delivery rests
with ather Government Department’s.
The role of the Department is to
influence successful performance and
to provide targeted interventions where
risks are identified.

2.119|n moving forward from SR02 to the SR04
delivery penicd of the Gender Equality
PSA, the Department has recognised
the need to exert greater leverage in
Departments with responsibility for
individual targets, which is reflected
in the move to a cross-Government
Delivery Board. The aims are to develop
greater accountability for the targets,
to foster a shared understanding of
the common

AT bitprloeree. diti povoukfpdfsinsa: 9 pdl

goal of the gender equality PSA, and to
continue to drive delivery; particularly
where there are competing priorities
within Departments.

2.120The Department is working to
consolidate its position through
Whitehall, and extending its remit
beyond (where appropriate to the
delivery of targets) such as working with
Police Forces to increase reporting of
domestic violence incidents. Greater
effort has also been made to identify
strategic links across the Department
through existing business delivery
mechanisms, and to influence potential
delivery agents such as RDAs.

2.121 The Department will continue to woark
through the high-level SR04 Delivery
Group, particularly over the next six
months, to increase its scope across
Whitehall, and beyond, as an influencing
agent for PSA delivery.

Current Position

2.122There are nineteen measurable
indicators for this PSA target (building
on the original twelve under the Gender
Equality PSA SR02). Many are new
targets reflecting the Minister for
Women's priorities. The target has 11
sub-targets, grouped under three
headings and the tables below show
the current position for each sub-target,
A more detailed explanation of the
baselines and targets for the indicators
is available in the technical note"’,
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Fi 214 Measures and Outcomes used to assess delivery of SR04 PSA 9
e - Women's Economoc Participation and Advancment
I‘ﬂ“ T I- .-,-.-iE FYUET A .iii--.--f .

1(i) Flexible Working - Employee awareness

60% 52% (2003 B5% (April 2005), 2008 Ahead
target already exceeded.

1 (ii) Flexible working - Employer provision

E4% 44% (2003-04) 68% of employers with > Ahead
5 employees

2 Employers provision of childcare

16% 8% {2003 work life balance survey)  First data expected late Mot yet
2008 early 2007 assessed

3 Equal pay reviews

45% 18% (2003} 34% of large employers Still on
have completed {2005}, course

Slower than hoped for.
4 (i) Under-represented sectors - Women in Science Engineering and Technology (SET)

40% 23% 12003} Latest out-turn: 26% Slippage
(March 2005). Target
ralled over from SROZ.

4 {ii) Under-represented sectors - Women who are newly self-employed

Significant increase  32% (2003-04) 34% of all newly self- Progress
employed people in the year
ending November 2005 were
women. The number of self-
employed women continues
to rise and in autumn 2005,
it was 3% higher than a year
earlier compared to 0.5%
higher for men,

4 (iii) Under-represented sectors - Women in Information, Technology,
Electronics and Communications (ITEC)

Uk matches To be agreed when comparable First international bench- Mot yet
the best of our international data is obtained. marking data expected spring  assessed
compeatitors 2006. There is a low

percentage of women in

ITEC internationally and UK

share is at a similar level
= to Eurppean competitors
5 Apprenticeships - Increase boys and girls at NVQ levels 2 and 3 where underrepresented
(i) Family care/personal development/ personal care

Increase from 20,100 girls awarded an NVQ Level First data expected Mot yet
Baseline 2 and 5,400 level 3. Compared spring 2006 assessed
with 1,700 boys awarded an NVQ
at any level in these subjects.

(iil Health care/medicine/health and safety

Increase from 28,200 girls awarded an NVQ level First data expected Mot yet
Baseline 2 24,300 were awarded a Level 3 spring 2006 assessed
comparad with 3,400 and 5,300
bovys respectively,
liii) Construction and property (built environment)
Inc:re'a_se from Less than 1,000 girls awarded an First data expected Mot yet
Baseline NVQ at any level in construction spring 2006 assessed
and property compared with 20,600
boys at level 2 and 11,500 at level 3.
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Figure 2.14 Measures and Outcomes used to assess delivery of SR04 PSA 9
Tl Women's Social and Civic Inclusion

Target in 2008 ‘Baseling Latest cut-turn Assessmient
6 Proportion of women on public bodies
0% 34% {2002) 35% (March 2005) Slippage
7 (i) Senior civil service (SCS) - Women in SCS
37% 26.4% (April 2003) 29.1% (April 2005). Remains  On Course

a significant challenge
although percentage of
wamen in the SCS has
been rising steadily over
last 18 months

7 lii) Senior civil service - Women in top management posts

30% 22 9% (April 2003} 25.5% (April 2005) This On Course
includes three womaen at
Perm Sac level. CS well

positioned to meet 2008 target.
Figure 2.14 Measures and Outcomes used to assess delivery of SR04 PSA 9
ST Women's access to and experience of public service delivery

Reducing proportion of children in households where no-one is working
8 (i) Increase stock of Ofsted registered childcare

Increase by 10% 250,00 new places in 2003. Recent Ofsted figures for Ahead
Places for 1.8million children July-September 2005 show
by April 2004 a 10.7% increase on the

March 2004 baseline.
PSA target reached.

8 (ii) Increase take up of formal childcare by lower income families,
Increase by 50% To be agreed and based on First data expected Mot vet
Households Below Average spring 2006. assessed.

Income (HBAI) data drawn from
DWP's Family Resources Survey

8 liii) Introduce by April 2005 a successful light touch childcare approval scheme.

Te introduce the MA Scheme established On Course
scheme April 2005.

9. Domestic violence - Increase % of reported incidents, power of arrest/arrests made

Increase from 58% First data expected spring Mot yet
baseline 2006. Rolled over from SR02. assessed.

This indicator i1s affected by
legislative changes. The
Department is exploring
options with the Home Office.

10. Coverage of second tier pensions for women

Increasa from 26% of males and 24 % End 2006 {for financial Mot yet
baseline, of females. wear 2004-05) assessed.
11. Improve accessibility, punctuality and reliability of local public transport (bus and light raill.
Increase from Increase public transport 2000-01 - 2004-05 12% target
baseline. use in England for men and patronage figures show is likely to
women by more than 12% by growth of 8%, be achigved,
2010 from 2000 levels with Six of nine regions are growth in
growth in every English region, still expariencing decline. Every region
looks more
doubtful,
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Factors Affecting Performance

2.123There has been a percentage decline of

women in ITEC in recent years in many
countries. For example a recent USA [T
Association study estimated that
women working in IT in the USA fell
from 40% in 1996 to 32% in 2004. The
Department is undertaking up to date
international research to benchmark the
UK's indicators against competitors. In
addition, the Department continues to
work with key partners to develop the
evidence base and influence the ITEC
industry in the UK by promoting the
business case for diversity.

2.124The 2005 Gender Equality Steering

Group Event focused on improving the
domestic violence indicator through
raising awareness of the need for robust
reporting systems for individual police
forces, as scope exists for real
improvements in this area, It also
highlighted the requirements of the
forthcoming gender duty, which
strengthen the case for high quality
data provision across the public sector.
Although legislative changes have since
affected the proxy measure for this
target, the need for consistent good
guality data remains.
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oet: SR0Z2 PSA9

By 2006, working with all Departments,
bring about measurable improvements
in gender equality across a range

of indicators, as part of the
Governments objectives on

equality and social inclusion.

Ussessment of Progress: Slippage j

Current Position

2.125The majority of indicators and measures
for this target were rolled into SR04
PSA 9 with increased targets and are
reported on in detail above. Currently
five of the twelve indicators are ahead
or on course and seven are showing
slippage. Targeted interventions have
been undertaken in many areas where
there is a risk to delivery to stimulate
activity. A more detailed explanation of
the baselines, targets and measures is
available in the technical note®. The
chart below gives a brief summary of
performance.
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SR0Z PSA 9 Performance against targets

1. Flexible working 56% Ahead

Employes awarensgss

2. Flexible working B0% Ahead
Employer provision

3. Equal pay reviews 35% On course

4. Under-represented sectors 403 Slippage
Women in SET

5. Under-represented sectors 40% Slippage
Business Link users

6. Under-represented sectors Increase from baseline Slippage
Women in ITEC

7. Public bodies 40% Slippage

8. Senior civil service 35% Slippage
Women in SCS

9. Senior civil service 25% Ahead
Women in top management posts

10. Judicial Appointments Increase from baseline. Slippage

11. Childcare 250,000 new places Exceeded

12. Domestic violence Increase from baseline Slippage

Factors Affecting Performance appointments process. Following last

years pilot, assessment centres have
now been introduced for all deputy
district judge competitions. It is
envisaged that this system will increase
the diverse make-up of the judiciary, as
more areas can be explored than by
interview alone.

2.126Target 5 is that by 2006, women will
account for 40% of customers using
Government sponsored business
support services. In 2004-05, 31.7% of
Business Link customers were women
owned businesses up from 29.6% in
2003-04.
2.1290n the domestic violence measure,
current findings for 2004-05 show minor
; S slippage, though not one of statistical
| et
s u:-'page at 319%, however this is sltnll significance (57.4% for 2004-05, 2 0.4%
an improvement on the 2002-03 dip to GLGEn
; . drop from the baseline figure of 57.8%
30.7%. The figure for the six-month )
iod § 19004 % Sebtareh which was rounded up to 58%).
2335 3,{;?]:5?2 = E.’p E_:; ?:r However, the Serious and Organised
_ LR e s T Crime Act, which came into force on the
During 2003 and 2004, efforts were 2006 aff h
de to increase awareness about the leanuary Ziinot U o
,ma, ; i Z ? ; indicator used to measure this target.
judicial appointments process including a
number of initiatives aimed at improving  2.130Data for 2005-06 and beyond will not
procedures and encouraging applications be directly comparable to that already
from a wider pool of applicants. collected. Until data from January and
February 2006 are analysed, it is unclear
exactly how the figures will be affected.
The Department is exploring options
with the Home Office.

2.127 The 2004-05 figure for the appointment
of women to the judiciary shows

2,128 Improvements to the appointments
system have served to increase the
professionalism and transparency of the
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2.131 Statistics show that women studying

SET disciplines at Higher Education level
are still under-represented in certain
disciplines, resulting in a lack of senior
women eligible to sit on SET boards.
There are also barriers to women
reaching senior SET positions even in
areas in which at graduate level they
are over-represented. This is sometimes
due to caring responsibilities and the
criteria for career progression. VWithin
biosciences for example, when women
take time off to raise children, their
publication rates go down and there is a
view that they have lost touch with the
science. As a result, the pool of women
who do reach senior positions is small,
and the available female board members
are invariably overused, sitting on several
boards as the female representation.

2.132Launched in September 2004, the UK

#3 Cabinet office raported an eror with the provious 2004 data submitted by depanments, which resuited in an incorrect figure of 37.5% being
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Resource Centre for Women in Science,
Engineering and Technology (UKRC) is
the principal tool in helping to achieve
this target. UKRC has initially concentrated
on ‘the supply side’, recruiting female
SET experts to a database and
increasing awareness of opportunities
available. In January 2008, the UKRC
launched their new database, 'Get set
Women'. They plan to recruit 2000
women to the database within

18 months. The completed mapping of
identified SET boards is a precursor to
‘demand side’ working with Government
bodies and a detailed strategy is being
formulated. An increase in female SET
graduates to 30.2% in June to August
2005 from 26.3% in 2003 indicates a
growing pool of potential candidates.
UKRC launched the Return campaign in
April 2005 to help women with the full

range of experience return to a career
in SET.

piblshod. The comoct figure far 2004 is 35.9%

2.133As part of this the Returners Package

offers high quality information, support
and services to skilled women who want
to resume careers in SET or the built
environment after a break. A feature

of the package is the Open University
T160 course which is designed to help
women regain important SET workplace
skills, develop their CVs and have special
access to scientific journals via the OU
library. Mentoring and networking are
also included. in f this package. Links to
work experience schemes and direct
matching with employer vacancies are
the next phase, along with support for
employers to create more flexible
employment options for returners.
Employers can benefit from the campaign
by taking up advice on good practice.

2.134 For the women in public bodies

indicator, the recently published figures
on the Public Bodies Database indicate
that some slippage has occurred on this
target with the |atest out turn being
35%.* This suggests that it is unlikely
that the majority of Departments will
have 40% women appointees this year.
For both “Ministerial” and "All"
appointments, only four Departments
have a percentage of women appointees
above 40%. These are the Department
for Education and Skills (DFES), the
Department for Work and Pensions
{DWP) the Home Office and the
Department of Health.

2.135The Cabinet Office will no longer be

publishing individual Departrmental
plans in Delivering Diversity in Public
Appointmments. The Government
response to the Tenth Report of the
Committee on Standards in Public Life,
published in December 2005, accepted
in part the recommendation that
Departments should publish annual
public appointment plans. .




Quality of Data Systems Used

2.136A number of different data systems are
used to measure this target's indicators
(both SR02 and SR04). These include
surveys carried out by independent
bodies on behalf of the Department,
such as the Work Life Balance Survey,
and statistics collected by other
Government Departments, such as the
Cabinet Office and the Home Office.
The Department has identified limitations
in data sources and are actively working
with other Government Departments
to tackle this through a series of bi-
laterals. In particular the Department
is consulting with the Home Office to
address the impact of legislative
changes on meaningful measurement
of its domestic violence indicator.

 srospsato I

By 2008, promote ethnic diversity,
cooperative employment relations
and greater choice and commitment
in the workplace, while maintaining
a flexible labour market

Assessment of Progress: NOT YET
ASSESSED
s

Current Position

2.137This is a new PSA target that came into
effect in April 2005. It has proved too
early in the reporting cycle to make an
assessment of progress on delivery. The
target reflects the Department’s desire
to promote good employment relations
and fairness in the workplace. Further
information on the targets and measures
that underpin the PSA are available in
the technical note ™

Five sub-targets underpin the PSA:
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Raising the self-employment rate of
under-represented ethnic minorities,
relative to that of other groups.

2.138The data to monitor ethnic minority
enterprise comes from the Labour Force
Survey. Spring data are available in July,
summer in October, autumn in January
and winter in April. The baseline for the
percentage point gap between the rate
for all other groups and the rates for
under-represented groups excluding
Indian and Pakistani is 4% (winter 2004).
By autumn 2005 the gap had fallen to
3.7% (see graph opposite). This is
encouraging but it 1S too early 10 assess
whether this is part of a long-term trend.
The cause of the fall is a rise in the self-
employment rate of under-represented
groups (by 0.29%) while the self-
employment rate of other groups has
remained static.

Reducing the incidence of racial
discrimination at work reported by
ethnic minority employees.

2.139The baseline will be drawn from the
Department’s Fair Treatment at Work
Survey. Fieldwork completed in in
January 2006, with final results
published in May 2006. The survey will
be carried out every two to three years.

Maintain and improve the overali
level of UK labour market flexibility.

2.140An Index of Labour Market Adaptability
(ILMA) is under development by the
Department's Employment Market
Analysis and Research team (EMAR).
The index will have three elements, (i)
production function flexibility, which will
include labour-input flexibility, (i} labour
cost flexibility which will include wage
flexibility, unemployment flexibility and
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Figure 2.16

excluding Indian and Pakistani

% point gap between rates for all groups and rates for under-represented groups
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union flexibility, (i} supply side flexibility
including indicators of labour mobility. A
proposed methodology and national time
series will be available in the first half of
2006 for discussion with HM Treasury.
Once agreed, this index series will be
updated annually.

Significantly increase the number
of employees that have information
and consultation procedures.

2.141The original baseline for this target came
from the 1998 Workforce Employee
Relations Survey (WERS). Work is
underway to update this baseline with
data from the 2004 WERS, and to
review the proposed trajectory.

Significantly increase the number
of economically active people of
working age who feel well or very
well informed of their rights at work.

2.142The initial baseline for this target came
from a Department commissioned
survey in 2000 of 1000 individuals who
were economically active. EMAR has
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recently conducted a second survey, the
results of which will be used to revise
the baseline and to establish a trajectory
tor this sub-target. It is anticipated that a
third survey will be carried out in 2009.

Factors Affecting Performance

2.143The ethnic minority enterprise data
(above) does indicate a slight
improvement in the position over the
last quarter. But this is unlikely to be
statistically significant. The target is a
challenging one; the self-employment
rates of under-represented groups will
need to rise significantly more than that
for the white population to decrease the
gap. In addition, the age profile of the
two groups is a factor with under-
represented groups having a greater
proportion of young people.




Quality of Data Systems Used

2.144 As this PSA is new and baseline data
are not yet available, a clear trajectory
for each sub-target has yet to be plotted
with targets being set for the key
measures. Systems are still being put
in place to effectively measure progress
and set the trajectory. These include:

2.145 Fieldwork for the second Information,
Awareness and Knowledge of
Employment Rights Survey has been
completed, and results are due to be
published in April 2006. Fieldwork for
the 2004 WERS has been completed.
The full dataset and technical report will
be lodged with the UK Data Archive in
Novernber 2005, with the sourcebook
due for publication in July 2006.

2.1486 EMAR have designed and commissioned
a new Fair Treatment at Work Survey.
This survey will for the first time provide
benchmarks for employees' experience
of discrimination at work across all the
equality strands. Fieldwork was completed
in January 2006, with final results due to
be published in May 2006.

Delivering DTI's Public Service Agreement

ed Target: SR02 PSA10

In the three years to 2006, taking
account of the economic cycle, increase
the employment rate and significantly
reduce the difference between the
overall employment rate and the
employment rate of ethnic minorities.

Assessment of Progress: ON COURSE

Current Position

2.147 Latest estimates (the four quarter average
to autumn 2005) show an ethnic minority
employment rate of 59.1% and a gap
against the overall employment rate of
15.7%. In relation to the target’s baseline
{four quarter average to spring 2003}
of 57.8% and 16.9% respectively,
this represents a 1.5% increase in the
employment rate and a 1.3% decrease
in the employment gap with the overall
wiorkforce,

The figure below shows the progress
against this target over the two years to
autumn 2005. All figures are four-quarter
averages.

Ethnic minoirty employment rates and gap with overall UK rates

I Ethnic minorities . G people Gap

20.0

Employment rate (%)

Employment gap (%)
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Factors Affecting Performance

2.1448It is hard at this stage to say whether
this improvement has been due to
Government policy or to other factors,
as the improvement in labour market
performance is somewhat higher than
predicted. Joint working across
Whitehall, including with the DWP who
share responsibility for delivering the
PSA and provide the secretariat for the
Ethnic Minority Employment Task Force
(EMETF) is effective and will continue.
The Department’s contribution to the
Task Force is critical, particularly in
engaging with business in looking at
ways to tackle systemic discrimination
and promote equality and diversity in
the workplace.

Quality of Data Systems Used

2.149 The dataset used to measure progress
is the Labour Force Survey, a quarterly
survey of 60,000 households in the UK.
In order to reduce sampling errors to a
minimum, four-quarterly averages of the
employment rates are used.

SR04 PSA 11

Reduce the civil nuclear liability by
10% by 2010, and establish a safe,
innovative and dynamic market for
nuclear cleanup by delivering annual
2% efficiency gains from 2006-07; and
ensuring successful competitions have
been completed for the management
of at least 50% of UK nuclear sites by
end 2008.

Assessment of Progress: NOT YET

ASSESSED
Ny 7

Current Position

Mot yet assessed.
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Factors Affecting Performance

2.150The Nuclear Decommissioning Authority

(NDA) came. in to existence on 1 April
2005. In reality there are no PSA
deliverables until the end of 2006-07.
More information on the targets,
measures and baselines for this PSA can
be found in the technical note®.

2.151 Though the efficiency gains target does

not take effect until 2006-07 the NDA
has asked incumbents, British Nuclear
Group (BMG) and United Kingdom
Atomic Energy Authority (UKAEA) to
make 7% savings (in the context of
either doing the same decommissioning
for less or by doing more decommissioning
for the sarme money) in financial year
200506 and this is on track to be achieved.

2.152 In due course from 2006-07, efficiencies

will be identified by comparing actual
progress and costs at sites against their
Near Term Work Plans — which set out
work at the site over the year and its
budgeted cost. Reductions in civil
nuclear liabilities will be measured
against the Life Cycle Baseline (LCBL)
for each site — which sets out the long
term plan for end site decommissioning
and clean up. The LCBLs are aggregated
to produce a UK wide figure that will be
updated and published annually on both
the Department's and NDA web sites
and in respective Annual Reports and
Accounts.

2.153 The NDA has set out its timetable and

proposals for competing its sites in its
draft first Strategy, which is available on
its website™.

l———— s



Quality of Data Systems Used

2.154 As mentioned above the NDA is a new
organisation and as a consequence
baseline data is still being refined and
defined, Incumbents’ data are analysed
by the NDA each month, and the
MDA has pressed for, and obtained,
improvements. If judged appropriate the
MDA will subject data to independent
audit and verification.

Mational Standard:

Maintaining the UK's standing as one
of the best places in the world for
online business.

Related Target: SR02 PSA 8 — 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
techniques

Cssassment of Progress: ON COURSE

7

2.155 The UK has maintained its position as
third in the world as previously measured
by the International Benchmarking Survey
(IBS) 2004. Overall it is performing very
well against the other GB countries.

2.156 The UK still has one of the fastest
growing broadband markets in Europe
and has extended its position of first in
the G8 for extensiveness, primarily due
to the much-improved coverage of DSL
across the country which has reached
99.6% of households, with cable and
fixed-wireless access bringing the total
reach to 99.7%. The UK is anticipated to
keep this position over the course of the

Delivering DTI's Public Service Agreement

next year. Extensiveness is a combined
measure of broadband availability with a
market context factor, which estimates
market demand for broadband. The UK
leads on this measure from Japan and
the USA™,

2.157 The UK maintains its third position
overall in the G8 for competitiveness,
behind Japan and Canada - pulling away
slightly from the USA as prices fall
further and has overtaken France as the
biggest user of broadband in Europe™.
Competitiveness is a measure of choice,
price and competition.

2.158 A number of operators have announced
trials or launches of higher-speed
broadband services over the last few
months and this suggests that the
availability of higher speed services in
the UK is set to increase rapidly over
the next six months.

2.159 The UK perferms well in terms of the
availability of 1 and 2Mbit/s services, but
is currently not matching the performance
of other countries included in Analysis's
study in terms of 4 and 8Mbit/s
availability. The level of Information and
Computer Technology (ICT) use varies
considerably between businesses of
different size and different economic
activity in the UK,

Selling over e-networks

2.160 Sales over other electronic networks by
all sizebands are increasing, large, small
and micros. In all the proportion selling
over other e-networks is higher than the
proportion selling over the Internet, with
the differences biggest among medium
businesses and those with 250-999
employees. The Internet represents a

53 Owvum report ‘imamationsl Beosdband Market Comparesons” Update January 2006

54 Point Topic, Internet Consultency report. December 2005

61



DTl Departmental Report 2006

growing proportion of sales over
electronic networks and this is true for
all size bands. All sizebands saw growth
in the proportion of businesses selling
over the Internet between 2003 and
2004, with micros (from 5% to 6%) and
small businesses (from 9% to 12%)
showing the smallest percentage point
rises. The proportion of medium
businesses selling over the Internet rose
to 18% (up 6 percentage points), while
for businesses with 250-999 employees
it reached 23% (up 7 percentage points).
Amaong the largest businesses there
was a rise of 4 percentage points to
32%. Although the value of sales over
the Internet rose to 81% to £71.1billion
in 2004, sales over other electronic
networks £198. 1billion still remain

way ahead.

Purchasing over e-networks

2.161 The value of purchases by UK businesses

over the Internet rose to £62.4billion

in 2004, up by £24.5billion (649%) from
the 2003 level of £37.9billion. Internet
purchases accounted for nearly 4.4%

of the total purchases by UK businesses
in 2004.

e-commerce sales to households

2.162 Internet sales 1o households not
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surprisingly dominate, accounting for
three-quarters of the value of total
e-commerce sales to households in 2003.
In 2004, Internet sales to households
reached £18.1billion, up from £10.8Bbillion
in 2003. This represented a guarter of
the total value of Internet sales by UK
businesses, down from 27% in 2003
and 30% in 2002.

2.163 The Department does not lead but is

responsible for the regulatory framework
and has an influence over Ofcom's
review process, which will stimulate
market activity even further.

2.164 The Department is responsible for laying

down the regulatory framewaork for
electronic communications networks
and services. The detailed rules, and
their implementation and enforcement,
are the responsibility of the Office of
Communications (OFCOM) — the
independent, converged regulator

for the communication sector. The
Department continues to keep the
framework under review, working
closely with Ofcom and other
stakeholders, and making adjustments
as required. Towards the end of 2005
the Department began preparations for
the UK's input to the EC Commission’s
review of the Directives, which lay down
the framewaork for regulation of the
electronic netwaorks and services
industry, and of radio spectrum,

across the EL.

2.165 OECD’s Technology and Industry

Scoreboard 2005 reported that the UK
has strong uptake of ICT and is a leading
investor in ICT. In 2003 the share of ICT
investment in GDP was almost 3%,
compared with less than 2% of GDP

in France and Germany. The UK also
received a considerable boost to GDP
growth from ICT capital over 1995-03,
of about 0.65%, which is considerably
higher compared to 0.4% or less for
France and Germany.

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

Cssessmant of Progress: AHEAD

—— . e
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Current Position v Companies House savings were below

2.166Against a target of £125.1million, the Bt 1 <00 S oo belon

Department achieved an estimated
£217million value for money savings
in 2004-05. As reported in the 2005
Autumn Performance Report,
£69.8million of these savings still
require gualification as set out below.
This gualifying data are now expected
in March 2006. £45.7million of these
savings were reported by an OGC
central return on procurement spend.

Factors Affecting Performance

2.169Companies House has been subject to
a shift in filing patterns and increase in
business costs to invest in their IT
system in order to yield longerterm
savings through SR04 Efficiency
Delivery. In the short-term this has
impacted negatively on their value for
money savings, but will mean that they
are more able to deliver efficiency gains
through staff reductions going forward.
While representing a slippage against
the individual value for money target,
contingency from other activities
(notably the central procurement savings

information is collated from year-end return from OGC) mean that the overall

results, some of which comes from the PSA12 target will not be missed as
Department’s arm's-length bodies. The a result.

final in~year results will therefore be
reported in the Department’s 2006
Autumn Performance Report.

2.167 Against a target of £135.2million for
2005-06, the Department is forecast
to achieve value for money savings of
at least £145million in-year. The final
savings total will not be known until
summer 2006 as much of the

Quality of Data Systems Used

2.170All data systems used are subject to

2.168Due to strong delivery in the first two audit — in most cases based on the

years of this PSA target the cumulative
estimated savings are already ahead of
the overall cumulative target. On this
basis progress is assessed as being
ahead of target. Delivery of value for
moneay savings is based on a basket of
indicators. Specifically:

The Science and Engineering Base value
for money savings are slightly ahead
of target;

For the third year, Business Link
Operator savings are forecast to have
surpassed the farget set. Business
Link responsibility is now devolved to
the RDAs;

The actual Pay and Workforce strategy
saving is higher than target as the
Department pushed further on staff
reductions in 2004-05 to prepare to
meet its SR04 commitment;

Departmental Report figures and
Agency Annual Reports and Accounts.
Procurement data are based on a central
return with data supplied by OGC.

2.171Business Support over-achievement —

the 2004-05 figure was calculated using
an estimate of quantified impact of
business support and legacy spend.
These data will be validated against the
Business Support Monitoring Surveys
outturn, which is now forecast to be
available in March 2006 therefore the
figure is subject to revision.
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Figure 2.18

1.

To put in place policies to narmow the productivity
gap relative to other industrialised countries
over the cycle.

Summery of Performance Against Previous Spending Review Targets

Comprehensive Spending Review 1998

= o Y £ e
|l.hmn\'

Partially Met — Outside period -
Final assessment of the target was set out in
the 2002 APR. Related to SR04 PSA 1

2

To secure impravements in performance
against a set of competitiveness indicators
to be developed and published annually
from 1999

Met Ongoing — Final assessment of the
target was set out in the 2004 APR.

3. To increase the productivity and profitability of | Partly Met — Final assessment of the
SMEs assisted by Business Link partnerships target was set out in the 2004 APR.
and 1o show year-by-year improvements in the
quality of services delivered by the Business

. Link brand.

4. To secure an increase in the number of On Course - See paragraph 2.97 for an
high-growth business start-ups. assessment of progress.

5. To improve the overall international ranking of Met - Ongoing - Final assessment of the
the Science and Engineering Base in terms of | target was set out in the 2004 APR.
guality, relevance and cost-effectiveness. Related to SR04 PSA 2.,

6. To increase by 50% the 1997-98 number of Met — Final assessment of the target was
companias spun out from universities by set out in the 2002 APR.

2001-02.

7. Toincrease from 350,000 to 1.5million the Met - Final assessment of the target was

number of UK SMEs wired up to the digital set out in the 2002 APR,
~_market place by 2002.

8. To make the UK the best place in the world to | Not Met — Final assessment of the target

trade electronically by the end of the Parliament. | was set out in the 2002 APR. Related to
SR04 Mational Standard.
9. To improve support for exporters, raise the Met - Final assessment of the target was

quality of service, generate additional exports
_and enhance the business image of the UK.

set out in the 2002 APR. Related to SR04
PSA 11,

10. To maintain the UK as the prime location in

the EU for foreign direct investment.

Met - Final assessment of the target was
set out in the 2002 APR. Related to SR04
PSA 11,

11. To maintain or improve levels of energy

security, diversity, sustainability and competitive
energy prices.

Met Ongoing - Final assessment of the
target was set out in the 2004 APR.
Related to SR04 PSA B

12. To improve UK performance in transposition

of EU Single Market measures to enable 98%
of measures to have been transposed into UK
law by end 2000.

Not Met - The final assessment of the
target was set out in APR 2002
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Spending Review 2000

 Spending Review Target

Improve UK competitiveness by narrowing the
pmductmt',r gap with the USA, France,
Germany and Japan over the economic cycle.
{Joint target with HM Treasury)

Delivering DTI's Public Service Agreement

Summery of Performance Against Previous Spending Review Targets

On Course — This target was carmed forward in
similar terms in SR04 PSA 1.

2. Help build an enterprise society in which small | Slippage - This target is carried forward in similar
firms of all kinds thrive and achieve their potential, | terms in SR04 PSA 6.
with an increase in the number of people
considering going into business, an improvement
in the overall productivity of small firms, and
more enterprise in disadvantaged communities,

3. Make and keep the UK the best place in the Mot Met — Final assessment of the target was set
world to trade electronically, as measured by out in the 2005 Departmental Report. Related to
the cost of internet access and the extent of the SR04 National Standard.
business-to-business and business to consumer
transactions carried out over e-commerce networks,

4, Improve the economic performance of all On Course - This target is carried forward in
regions measured by the trend in growth similar terms in SR04 PSA 7
of each regions GDP per person.

{Joint target with ODPM)

5. Improve the overall international ranking of On Course - This target is carried forward in
the UK's science and engineering base, as similar terms in SR04 PSA 2.
measured by international measures of
quality, cost-effectiveness and relevancea.

6. Increase the level of exploitation of On Course - This target is carried forward in
technological knowledge derived from the similar terms in SR04 PSA 2,
science and engineering base, as demonstrated
by a significant rise in the proportion of
innowvating businesses citing such sources.

7. Have the most effective competition regime On Course - This target is carried forward in
in the OECD, as measured by peer review, and | similar terms in SR04 PSA 4.
achieve a fairer deal for consumers, as measured
by the level of consumer knowledge and
understanding of nights and souwrces of information,

8. Ensure competitive gas and electricity prices On Course - This target is carned forward in
in the lower half of the EU/GT basket, while similar terms in SR04 PSA 4.,
achieving security of supply and social and
ervironmental objectives.

9. Improve the environment and the sustainable On Course - This target is carried forward in
use of natural resources, including by reducing | similar terms in SR04 PSA 4
greenhouse gas emissions by 12.5% from
1980 levels and moving towards a 20%
reduction in CO: emissions by 2010,

(Joint target with DEFRA)

10. Deliver a measurable improvernent in the Partly Met - Final assessment of the target was
business performance of Trade Partners set out in the 2005 Departmental Report.
UK customers. (Joint target with FCO). Related to SR04 PSA 11

11. Maintain the UK as the prime location in Met - Final assessment of the target was set out
the EU for foreign direct investment, in the 2005 Departmental Report. Related to SR04
{Joint target with FCO) PSA 11.

12, Achieve value for money improvements of Met - Final assessment of the target was

2.5% a year across the Department as
measurad by a set of indicators.

set out in the 2005 Departmental Report. The
current position on the Department's efficiency
programme can be found starting at

paragraph 6.28.
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1

Summery of Performance Against Previous Spending Review Targets

Spending Review 2002

Demanstrate progress by 2006 on the
Government long-term objective of raising
the rate of UK productivity growth over the
economic cycle, improving competitivenass
and narrowing the productivity gap with the
USA, France and Germany. (Joint target with
Hi Treasury)

similar terms in SR04 PSA 1.

Improve the relative international performance

of the UK's science and engineering base, the

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

Slippage — This target is carried forward in similar
terms in SR04 PSA 6.

Flace empowered consumers at the heart of
an effective competition regime, bringing UK
levels of competition, consumer empovwerment
and protection up to the level of the best

by 2008, measuring the effectiveness of the
regime by peer review and other evidence,

to ansure a fair deal for consumers and
business working in collaboration with

the refevant regulatory agencies.

Not Met - Final assessment of the target was set
out in the 2005 Departmental Report. Related to
the SR04 National Standard.

Ensure the UK ranks in the top 3 most
competitive energy markets in the EU and 57
in each year, whilst on course to maintain
energy security, to achieve fuel poverty
ohjectives; and {joint with DEFRA) improve the
environment and the sustainable use of natural
resources, including through the use of energy
saving technologies, to help reduce
greenhouse gas emissions by 12.5% from
1990 levels and moving towards a 20%
reduction in ¢arbon dioxide emissions by 2010.

On Course - This target is carried forward in
similar terms in SRO4 PSA 7

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 DFID and FCO)

On Course - This target is carried forward in
similar terms in SR04 PSA 2.

Help to build an enterprise society in which
small firms of all kinds thrive and achieve
theirpotential with (i) an increase in the number
of people considering going into business, (i)
an improvemnent in the overall preductivity of
small firms, and (i} mare enterprise in
disadvaniaged communities.

On Course - This target is carried forward in
similar terms in SR04 PSA 2.

To make sustainable improverments 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 perfarmance
and reporting progress against these measures
by 2006. (Joint target with HM Treasury and CDPM)

On Course - This target is carried forward in
similar terms in SR04 PSA 4.

Make. the UK the best place in the world for
a-business, with an extensive and compatitive
broadband market, judged using international
comparative measures of business uptake
and use of information and communication
technigues.

On Course - This target is carried forward in
similar terms in SR04 P5A 4.
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Figure 2.18 Summery of Performance Against Previous Spending Review Targets
Py Spending Review 2002

8. By 2006, working with all Departments, bring On Course — This target is carried forward in
about measurable improvements in gender similar terms in SR04 PSA 4

equality across a range of indicators, as part
of the Government objectives on equality
and social inclusion.

10. In the three years to 2008, taking account of Partly Met — Final assessment of the target was
the economic cycle, increase the employment | set out in the 2005 Departmental Report.
rate and significantly reduce the difference Related to SR04 PSA 11,
between the overall employment raie and the
employment rate of ethnic minorities. (Joint
target with DWP)

ol

11. Deliver a measurable improvement in the Met - Final assessment of the target was set out
business performance of UK Trade & in the 2005 Departmental Report. Related to SR04
Investment’s international trade customers; PSA 11,

and maintain the UK as the prime location in
the EU far foreign direct investment, (Joint
target with FCO)

12. Achieve value for money improvements Met — Final assessment of the target was set
of 2.5% a year across the Department as out in the 2005 Departmental Report. The
measured by a basket of indicatars. current position on the Department’s efficiency

programme can be found starting at
paragraph 6.26.
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Supporting Successful

Business

Introduction

Enterprise Growth and Business Investment

Strengthening Regional Economies

Promoting International Trade and Inward Investment

Effective Channels with Business

Introduction

Generally, Businesses succeed through
their own efforts. Businesses not
governments identify market opportunities
and exploit them by providing a better
product or service to that which currently
exists. Firms do this in the expectation
that prices charged fully reward the
waork force and generate a profit in
excess to the cost of capital. The
pressure of competition is the principal
mechanism of generating improvements
in businesses competitiveness.

Government, however, can help or
hinder business success. At a macro
level, businesses are more likely to
invest in skills, physical investment and
knowledge if they operate within a
stable economic framework. Government
is the custodian of institutions and laws
that allows businesses to trade with
each other with confidence and trust.

At the level of the individual firm,
Government promotes the possibility of
business success through investment in
science, the generation of commercial
value from its exploitation, whilst also
facilitating the wide dissemination of
knowledge. Government interventions
in the actions of business can hinder
competitiveness by poorly defined
regulation, inefficient public procurement,

the stifling of firm innovation and
suboptimal levels of public investment in
built infrastructure, education and skills.

Successful businesses trade in a
vibrant and dynamic economy, one
where workers, knowledge and capital
can move from relatively unsuccessful
businesses to successful firms.
Freedom of movement of resources
between firms across industries and
regions makes it more likely that firms
facing rapid increases in demand for
their output have the resources to
meet that demand and that marked
disparities in regional incomes and
growth rates are reduced.

A dynamic economy fosters enterprise
including the birth of new businesses,
their subsequent expansion and the
death of businesses if they are not viable.
Government can create or remove
barriers to these essential dynamics of
an economy made up of firms under
intense competition both at home and
overseas. Those workers at a disadvantage
should also have access to work without
major impediment.

UK business benefits from exposure to
international trade in goods and services
and cross border flows of foreign direct
investment. Exporting and overseas
direct investment allows firms to exploit
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their firm specific commercial advantages.
Imports are the source of the
competitively priced cormpaonents.
Inward investment often embodies

the most advanced technology, and
productivity improving working practices.

Sometimes market failures impede
international trade and investment.
These both reduce the ability of UK
business to exploit international markets
to the firm's full potential benefit and
can provide barriers to international
investors who might otherwise locate

in the UK. Effective Government
remedies to these market failures

can improve the performance of UK
based firms and make an important
contribution to increasing UK productivity
and prosperity. Removing barriers to
international markets is particularly
important for knowledge intensive
businesses, which need access to
overseas markets 10 maximise returns
to innovation and to keep abreast of
ideas and technologies.

Uk Business' and households cannot
prosper without considered and
targeted intervention by government at
international, national, subnational and
sometimes sectoral levels. But markets
and governments can fail. The Department
recognises that a shared understanding
with business of the consequences of
government actions on their performance
with what the government is trying 1o
achieve is most likely to reduce the
costs of either failure,

Enterprise Growth and
Business Investment

3.01 The Department’s Enterprise, Growth

and Business Investment objective aims
to remove barriers to the creation of

new businesses and impediments to
the exploitation of enterprise and small
business growth. The Department
promotes enterprise in disadvantaged
communities and amongst disadvantaged
groups to make it an attractive and
viable option for people from all
backgrounds and is committed to
ensuring that more businesses that
want to innovate and grow are able to.

Performance in 2005-06

3.02

3.03

By 2008, achieve an increase in the
proportion of people considering
going into business™

‘Make Your Mark’ Campaign and
‘Enterprise Week’

The Small Business Service (SBS) funds
Enterprise Insight to run the Make Your
Mark campaign — which aims to help
create a more enterprising culture
amongst young people (aged 14-30) in
the UK. Enterprise Insight is a non-profit
organisation, founded by the British
Chambers of Commerce, the CBI, the
Federation of Small Businesses and the
Institute of Directors — whose Directors
General sit on its board. The SBS is
increasing funding over the next two
years, primarily in support of the
development of local enterprise
campaigns to mobilise action and good
practice at local level in support of the
national campaign.

Enterprise Week is the campaign's
annual focal point, and the second Week
was held in November 2005. ts main
message was that enterprise is about
having ideas and making them happen.
Over 2,200 events were run across the
UK and 408,000 people attended them.
More than 700 organisations led, with

85 Source: SBE' bennial Household Suvey of Entropreneuishig, in 2003, 11.3% of adults wets consiering gaing intd business baseling position).
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the support of nearly 3,900 businessas.
Two themed days focused attention

on women's enterprise and social
enterprise. More than 1,500 teams of
school children took part in the 'Make
Your Mark Challenge’ (a simultaneous
live enterprise competition) — with
regional winners going on to a national
final. In addition to the Challenge prizes,
the SBS has arranged for unigue work
experience activities with top companies
for each of the regional winners.

Social Enterprise

3.04

3‘-05

Entrepreneurs may often be motivated
by social or environmental concerns as
well as generating a return for themselves
and shareholders. This is known as
social enterprise and the SBS has
continued to implement Government's
strategy for encouraging this. In July 2005
the SBS published the first research

into social enterprise in the UK, which
identified 15,000 social enterprises
turning over £18 billion. In September
the Government launched the
Community Interest Company, a new
company form for social enterprises,
since when over 100 social enterprises
have chosen to register with the
independent regulator as Community
Interest Companies.

The SBS has worked closely with
the Home Office and HM Treasury
to identify opportunities for social
enterprises, and other third sector
organisations, to have better access
to public sector contracts.

E6  Awailable on v sbs gov,ukfsocalentirpeisn
&7 Productivity s dafined as Gross Value Added per employes. based o the Office for Mational Statistics’ Annusl Businass Inguiry. The target is fos

snall fems’ productivity growth 1o excesd that of all firm
BE  wwnwsupply gov.uk

3.06

Supporting Successful Business

During 2005 the SBS commissioned

a review of Government's social
enterprise strategy™ and established

a Working Group to take forward the
recommendations in a new action plan
for social enterprise to be published in
spring 2006.

Start-Ups

3.07

To help ensure greater consistency

of help for people wanting to start a
business, a core Business Link offer

for start-ups has been agreed with the
Regional Development Agencies. It
includes development of a start-up pack
and online diagnostic tool, and will come
on stream from April 2006.

Improvements in the overall
productivity of small firms®

Small Business Research Initiative

3.08

3.09

Under the Small Business Research
Initiative participating Government
Departrments are expected to procure

at least 2.5 per cent of their extramural
research and development requirements
from small businesses. The key aim is to
make sure small businesses have a fair
opportunity to bid for public sector R&D
contracts. The Initiative was introduced
on a voluntary basis in 2000 and was
made mandatory in 2005. The SBS will
publish annual performance figures.

The Supplier Route to Government
portal® is due to be live by the end of
March 2006. This SBS-owned service
will also be available through
Businesslink.gov.uk, and will include
support for businesses that wish to win
wiork with Government. Governmeant
Departments are being encouraged to
use this site as a 'first portal of call’ for
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advertising lower-value opportunities,
typically under £100,000. The SBS is
leading an extensive engagement
programme across government to
promote its use of the new portal.
Government Offices, Business Link
Operators and small business Trade
Associations will all be asked to promote
it to the small business community.
The site contains an online help facility,
and a customer support helpdesk for
any small business needing help using
the service.

Manufacturing Advisory
Service (MAS)

3.10 British manufacturing industry overall

.11

needs to increase its productivity if it

is to sustain or increase its output in the
face of price competition from low cost
countries and non price competition
from other industrialised countries.

The primary aim of the MAS is to
provide practical, hands-on assistance
to firms that will help them to increase
their efficiency and competitiveness
through the adoption of the most
productive manufacturing practices.
The service is operated in England

and Wales by the Department in
partnership with the RDAs and the
Welsh Assembly Government.

Since its launch in 2002, the MAS has
established itself as a highly regarded
source of support for manufacturing
firms. In that time it has dealt with
76,000 enquiries, undertaken 13,700
on-site manufacturing diagnostic
reviews, and, following on from the
reviews, completed 4,100 interventions
to provide practical, in-depth support to

BO  hitpltvwesw busmassdnk gov uky
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help firms to improve their productivity
and competitiveness. The impact of
these interventions is assessed using
industry-standard measures of quality,
cost and delivery (QCD); a typical
intervention will target specific aspects
of performance and the results in these
targeted areas as reflected by the QCD
measures can be summarised as follows:

28% average improvement
in people productivity;

25% average reduction
in scrap and defect rates;

29% average improvement
in space utilisation;

28% average improvament
in delivery performance;

38% average improvement
in annual stock-turns;

33% average improvement in
operational effectiveness.

In terms of its overall impact, the in-
depth interventions undertaken by MAS
have yielded £213 million in value added
for beneficiary firms to date, significantly
in excess of target. A national evaluation
of MAS is now under way which will
provide robust evidence on the
efficiency, effectiveness and value

for money of the programme.

Business Performance Diagnostic

3.12 The best practice dissemination product

launched in 2004 has been adapted so
that the material is now more easily
accessible by Internet.® Between April
and December 2005 the Business Link
network delivered 3,257 diagnostics
and 881 grant-aided business
improvement projects.




Design

3.13

3.14

The Design Council® is an Executive
NDFB, jointly sponsored by the
Department and DCMS. The Design
Council has developed a comprehensive
programme of design awareness
waorkshops, 12-24 month mentoring
support by experienced designers for
manufacturing and technology businesses
and regional design capacity building
designers in working with SMEs, in
collaboration with several RDAs and the
Engineering Employers Federation (EEF).
This is the culmination of the Council's
Manufacturing and Technology Campaigns
of the last two years whose pilots
resulted in the following figures in the
companies involved.

14% average increase above forecast
in turnover:

9% average increase above forecast
in profit;

13% average increase above forecast
in employment.

The first RDA, Yorkshire Forward, started
to deliver this Design for Business
Programme through the local Business
Links in January 2006 and the Design
Council is now engaged with all RDAs
on its wider implementation. [We
gxpect another 3 RDAs to start to
deliver the programme during 2006].
The Design Council is the Sector Skills
Council, ‘Creative and Cultural Skills’,
lead partner for the design industry
and 1s on plan to deliver a nationwide
industry skills development plan during
2006. The 10-year public awareness
and engagement programme, 'Designs
of the Time', has been launched with
the first joint venture being created

60 wwww designeouncil, org uk
01 Sir Georgn Cox. Creativity in Busingss: tuilding on the UK's strengihs Novemniber 2008 ISBN 1-84532-108-1. Avadisble from HM Treasury nferne

s hitpaihwsanes hm-treasury. gov.ulcox)
62 **Department of Trade and Indusiry. Creairaty, Design and Busness Peifformance November 7005, (ke from HMSO and DT website

It/ e o gov LfeconaTHCS e conaimics_papar] 5.pd
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Supporting Successful Business

with the North East for 2007. This will
provide the opportunity for designers,
businesses and public service providers
to engage with the people of North East
England through design in local business,
communities and the environment.

The programme will have three distinct
elements: Public Design Commissions,
an education programme and a design
showcase of events.

Sir George Cox's independent review

of ‘Creativity in Business: building on the
UK's strengths™ was commissioned by
the Chancellor of the Exchequer in the
2005 budget and strongly endorsed in
his pre-budget report, December 2005,
Drawing on the parallel Departmental
economics paper”, the review sets out
the steps that the Government and the
business, broadcasting and education
sectors should take to ensure that UK
businesses harmess the world-class
creative talents that the UK possesses
to increase its productivity and
competitiveness across all sectors,
particularly SMEs and manufacturing.
Implementation of the recommendations
has already started.

These include:

Making the Design Council’'s Design for
Business Programme available nationally;

Improvements to the SME Tax Credits
system including the creation of
dedicated Research & Development (R&D)
units in HM Revenue and Customs
HMRC, agreed in the pre-budget report
2005, and the extension of additional
R&D tax credit support to companies
with between 250 and 500 employees,
agreed in budget 2006 subject to the
outcome of state aids discussions;
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Better integration of design into
business and technology research and
undergraduate courses at universities,
and universities innovation support work
with businesses. The Higher Education
Funding Council for England (HEFCE)
are leading the move to develop centres
which combine the three disciplines -
design, business and technology and
business schools, design schools and
engineering institutions are engaged,

Much better use of design in innovation
in public procurernent;

The establishment of a network of
Centres of Creativity and Innovation to
promote and facilitate the use of these
skills across the economy. The London
Development Agency LDA has already
commissioned the feasibility study for
the Londan hub of this network, steered
by an advisory group chaired by Sir
George Cox.

More enterprise
(i) in disadvantaged communities
(ii) amongst women

(iii) amongst under-represented groups

Disadvantaged Communities

3.16 The SBS is supporting the processes

linked to Government's new Local
Enterprise Growth Initiative, which

was announced in 2005. This initiative
complements SBS's PSA Target 6liii) —
" with.. .more enterprise in disadvantaged
communities”. It is worth £300 million
over the three years 2006-07 to 2008-09
(E50 millicn available in 2006-07, rising
to £150 million per year by 2008-09,
subject to confirmation in the next
Spending Review). It will provide

3.7

3.18

3.19

flexible, devolved investment in some
of the most deprived areas to support
locally developed and owned proposals
that pursue ways of stimulating
economic activity and productivity
through enterprise development.

The initiative is a joint ODPM, DTl and
HM Treasury drive "to release the
productivity and potential of our most
deprived local areas and their inhabitants
through enterprise and investment —
thereby boosting local incomes and
jobs”. This aim is supported by three
national-level outcomes: to increase
entrepreneurial activity; support
sustainable growth and reduce the
failure rate of locally-owned businesses;
and to attract appropriate investment
into deprived areas. The Government
announced that 10 bids (covering 15
local authorities) had been successful
in securing funding in the first round.

Women's Enterprise

Women make up 51% of the UK
population and 46% of those active in
the labour market, but only 26% of all
self-employed people. Recent figures
show an improvement in female
enterprise activity: the number of self-
employed women in the UK is
approaching a million after an increase
of 24,000 in the last year; and women's
share of newly self-employed people
has increased from 32% to 34% in the
last 18 months®™.

Following publication of the booklet,
"Promoting Female Entrepreneurship”
which set out the economic case for
women'’s business, Government's
objective is to take the UK further
towards US levels of entrepreneurship
- there could be at least 500,000 more
businesses in the UK if US levels were

63 Sounce: ONS Labaur Fareo Surairg. In the 3 months to Jan 2008, theve wers 963,000 sel-amployed wormen companod 1o 959,000 & yoor anrbar
isessonnly sdustodi. Data for nowly self-employed womon relates 1o the yesr o May 2004 comparad with the yoar 1o Novembsar 2005,
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matched. The Government is establishing
a Task Force on Women's Enterprise

ta work with the Government and

the RDAs over the next three year
period, to increase levels of female
entrepreneurship.

| Under Represented Groups

3.20 The SBS is working with the Ethnic

3.21

ERE

Minority Business Forum, RDAs and
other Departments to promote ethnic
minority enterprise and deliver on the
enterprise recommendations contained
in the National Employment Panel Report
"Enterprising People, Enterprising
Places”. In response to the fact that
two in five ethnic minority businesses
experience difficulties accessing
finance™, the SBS has commissioned
an ethnic minority business finance
survey to improve understanding of the
problems ethnic minority businesses
face and help inform policy. SBS is also
working with the Forum on delivery of
their action plan “The Way Forward"®.
The Forum held a conference in March
2006 drawing together key players in
the enterprise agenda including RDAs,
business support organisations and
government officials. Following this
event SBS has launched an extranet
service to promote good practice and
exchange ideas amongst business
support organisations building on the
energy and enthusiasm generated by
the conference.

While some minority ethnic groups
have high levels of enterprise, others
{such as Black and Black Eritish), are
under-represented. The target is to
narrow the gap between self-

Supporting Successiul Business

employment rates of under-represented
groups and others by 2008, There has
been some progress but it is too early
tc assess whether this is part of a
long-term trend®.

Fewer businesses which want to grow
report difficulties in obtaining finance®

The Risk Capital Summit 2005

3.22 As part of the UK's Presidency, the

3.23

Departments Small Business Service and
the European Comrmission jointly held
the Risk Capital Summit, attended by
around 300 international delegates.

The Conference informed and debated
how risk capital can support the
establishment of Europe as a leader

in innovation, growth and enterprise.
Specific deliberations were made on
how policy makers and practitioners can
wiork best with markets to stimulate the
provision of risk capital for businesses
with high growth potential — issues
identified as being important to the
Lisbon Agenda and the 2005 Spring
European Council "Working together
for growth and jobs”.

A number of outcomes have resulted
including:

A commitment given by Heads of State
at the Hampton Court Informal to improve
the supply of risk capital across Europe;

The conference outcomes are being
utilised as part of the UK's negotiating
position to influence the Competitiveness
and Innovation Programme CIP
negotiations and have informed the
report ‘Creating an Innovative Europe’
{The Aho Report’);

Source: SBS Annual Smed Busingss Survey 2003 of those wisd tried 10 -obtan financs, around 2 in S experanced difficulties
(httoiwance S gov ukSES_ Gov_lilesfemindthewayToraardd5-08. pdh
Soifos; ONS Labour Force Survay. The basshne positien was a4 percentage paint gap betwean his Sell-amployment ranes of

undersepresented groups and others (surnmer 2004 - spring 20050, The latest data twinter 2004 - autumin 2005} shows a decrease

.. mthegap o 37 percentage poinis.
67 Data from the SBS Anmual Small Busingss Survey 2003 showed that 25% of busingsses with employaes which wanied 1o grow repored

ditficulties accassing fnance. The targt i5 1o reduos this 10 22% by 200
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The European Commission is drawing

on the draft recommendations to inform
the proposed Commission Communiqué
'Financing Growth — The European Way'
due to be published in Spring of this year.

Small Firms Loan Guarantee

3.24 There has continued to be a high level

of take-up for the Small Firms Loan
Guarantee (SFLG). For the year April
2004 to March 2005 7,130 loans with

a total value of E481million were
guaranteed and for the year Apnl 2005
to March 2006 the corresponding
figures were 5,957 loans with a total
value of £422 million. In practical terms,
each loan guaranteed represents a small
business being able to access finance
that would not otherwise be available to
them, and thus having the opportunity to

3.25 Working in partnership with the

participating lenders a simplified,
strategically targeted and more
consistently available SFLG was
introduced in December 2005. The
changes reflect the recommendations
of the Graham Review and focus on
start-ups and younger businesses with
viable business plans who do not have
the necessary track record or assets to
access debt finance. Through the use of
a secure web portal and the allocation of
lending limits, the decision to approve
and administer individual loans has now
been fully devolved to the participating
lenders, whose performance will be
supervised and audited. The lending
decision is centred on the quality of the
business proposition and lenders may
provide up to £250,000 to each qualifying
business on commercial terms.

develop their full potential and in turn to
make a more significant contribution to
the economy than would otherwise be

the case.
200102 200208 200304 0408 200606

Volumes
Loans guaranteed 4 269 3.916 5,966 7.130 5,957
Value (£ ms) 254.7 269.0 409.3 481.3 42210
Average loan (E) 59,663 68,693 68,605 67,504 70,857
Demands against guarantee 1,629 1,690 1,673 1,600 2,039
Value of demands (£ ms cash) 44.93 50.00 52.68 57.42 76.10
Average demand (Ems cash) 27,581 29,586 33,490 35,888 37,322
Expenditure
Gross cost £ms) 44.10 78.17 75.25 109.31 80.00
Raceipts (€ ms) 2.31 9.48 12.51 18.36 vos T
MNet Cost (E ms) 34.79 68.69 62.74 90.95 56.43s
Potential Future Liabilities
Provision (£ ms) 78.95 106.81 128.890 179.78 182.16
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Enterprise Capital Fund (ECF)

3.26

3.27

3.28

Following clearance from the European
Commission, the competitive bidding
round for fund managers seeking to
operate a 'Pathfinder’ Enterprise Capital
Fund was launched in July 2005 and
closed on 19 September 2005. The
Department received over 40 bids and
intend to support up to five funds in

this round. SBS officials are currently

in the later stages of assessing the bids
received and are being advised on which
bids should be supported by the recently
formed Capital for Enterprise Board.

The 2006 Budget announced that the
first two funds had been approved.

The Chancellor also announced that

the ‘pathfinder’ round of funds had been
deemed successful and that further
funding of £100m (£50m in 2006-07 and
£50m in 2007-08) would be available to
extend the pathfinder. Up to three
further funds could be announced as
part of this initial stage of the pathfinder
round of Enterprise Capital Funds, which
15 still ongoing.

The funds are designed to be commercial
funds, investing a combination of private
and public money in small high-growth
businesses that are seeking up to £2
million of equity finance. The Government
will provide up to two thirds of the
capital in each fund, in return for a
preferred return of 4.5%, and a limited
share in any profits of the fund. The
preferred return is intended to cover
Government's cost of capital. In a longer
term programme the profit share from
successful funds should offset any
losses on unsuccessful funds, leading

to a broadly cost neutral programme.

Supporting Successful Business

Scoreboards

3.29 During 2005-06 the Department

published expanded and improved
versions of the annual R&D and Value
Added Scoreboards. The Scoreboards
show the business benefits of investment,
which can help make a business case
for funding by lenders or equity investors,
and allow companies and their investors
to benchmark their performance against
UK and international competitors. A new
online value added calculator allows
firms not in the Scoreboard to compare
their performance to top UK and
European companies.

Increase the number of businesses
seeking external advice®

Grant for Research and
Development

3.30 The Grant for Research and Development

provides grants to individuals and small
businesses to help with the costs of
researching and developing new,
technologically innovative products and
processes. Responsibility for delivery
(including the legacy of commitments
from its predecessor scheme, Smart)
was delegated to the RDAs in April
2005, with funds held in the RDA Single
Pot. During 2004-05, the final year in
which delivery rested with SBS, outturn
expenditure on the Grant and Smart was
£39.4 million.

Businesslink.gov

3.30 Since its launch the Business Link*

portal, has recorded over 18 million user
sessions. Awareness has continued to
rise and the portal now attracts over

88 S5The wrgot is 1o ncrease the proporson of small bussnesses sesking external business atvee to B3% by 2008, from a baseline of 50% lsource:
S85 fnnual Small Bisiness Sumveyl
B8 e businesshnk, gov. ik
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500,000 unique visitors a month. In the
past year it attracted 5.6 million unigue
visitors and over 121,000 registered
users. As of January 20086, a fifth of all
visitors to the site were repeat customers

{compared with 7% 12 months previously).

As part of the national-regional
partnership on Business Link, the RDAs
are developing local versiens of the
national site: the rollout should be
completed by April 2007. The Start-Up
Journey Manager is a tool to guide the
users through the process of starting up
a business. Phase 1 was launched in
January, and phase 2 is planned for
release for the latter part of 2006.

Business Link performance has
continued to improve, despite this being
a transition year with management of
the local service being transferred to
the RDAs, Penetration has increased
reaching 688,918 customers in the
twelve months ending December 2005.
This represents 38.2% of the Inter-
Departmental Business Register baseline).
The high levels of customer satisfaction
have been maintained with an increase
of one percentage point to 91%. Those
customers receiving intensive assistance
from Business Link remains constant

at 40,000 businesses. (2.2% of the
Inter-Departmental Business Register
baseline. Since 2001-02, the number

of businesses helped by Business Link
has increased by 109% (over 265,000
businesses) and the number of pre-starts
has risen by 102% (80,492 businesses).

Civil aerospace industry able to
continue to finance the development
of major civil aerospace projects
through the implementation of
Launch Investment policy.

During the year, appraisals of two
potential investments were completed
and a decision in principle made 1o invest
(jointly with Invest Morthern lreland)
£150million in the development of
Bombardier Aerospace's proposed

3.36
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C-Series family of aircraft. No
dishursements were due under
existing contracts this year.

The Department continuously monitors
its existing portfolio of investments
ensuring that receipts are received

on time and are of the correct amount.
Receipts from existing investments
totalled £146million for the year.

The value of the portfolio is reviewed
twice a year — the net present value of
the future income is determined by
forecasting the expected sales of the
aircraft and engines covered by the
portfolio of Launch Investment contracts.
The value of the portfolio is determined
as at the end of the previous financial year
(the End-Year valuation) in Apri-May and
then revised around December to provide
the Mid-Year valuation. Developments

in the aerospace markets caused the
Department to value the asset for the
2004-05 accounts at £1.65 billion, a
reduction of £476 million on last year’s
valuation. However, the partfolio remains
above its historic value of £1.2 billion.

The Launch Investment portfolio is the
Department's largest asset. As such, the
Audit Committee and the National Audit
Office (NAD) oversee the management
of the portfolio carefully. Both the Audit
Committee and the NAQO understood
the reasons for the new valuation and
were satisfied with both the management
of the portfolio and the methodology of
the valuation.

The specific benefits flowing from
individual investments are evaluated

as part of the application process. The
government makes its investment in the
expectation of an agreed rate of return
— the monitoring and valuation of the
portfolio are undertaken to ensure that
happens. In addition, there are a range
of benefits, which are likely to flow from
investing in the design and development
of new major civil agrospace projects in
the UK. These include:

|
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Figure 3.2

The creation andfor maintenance of
high-skill, high value added jobs attracting
a wage premium;

The development of new technologies
or the first application of new technologies
in the UK;

These in turn provide an opportunity for
creating technological spillovers in the UK.

For example, at the time of the
investment in the Airbus A380, it

was estimated that the project would
create (both directly and indirectly) up
to 22,000 jobs, and Rolls Royce Trent
600/900, it was estimated to safeguard
7.000 jobs. These investments have
helped to maintain centres of
manufacturing excellence in the UK.

Supporting Successful Business

Plans for 2006-07

¥

Launch and promote the supplying to
Government web portal;

Expand the Enterprise Insight Campaign,
including Enterprise Week, to cover the
ambition to grow a business and ensure
young people have moare information
about enterprise;

Implement a refreshed action plan to
deliver the Government’s Social Enterprise
Strategy for growth in social enterprise;

Lead work across government to
simplify business support;

Develop a forward looking strategy and
funding plan for the Manufacturing Advisory
Service via the MAS Development Board.

Expenditure on Enterprise, Growth and Business Investment (€ million)

= : Pravision

Total (excluding Launch Investment)  141.4 190.6 231.9 2669 2088 2156

of which:

Access to support to implement best

practice products 0.0 11.0 12.0 11.0 4.0 3.0

BLU 1.5 1.9 2.4 1.8 1.0 1.0

Business.gov 89 15.0 10.5 20.0 17.8 17.8

Gateway-Capital Grants 5.1 8.0 48 8.0 0.0 0.0

Gateway-Resource 27 3.3 3.0 4.3 33 23

Design Council 6.9 7.1 6.2 7.0 6.3 6.3

Enterprise Fund. Including Enterprise

Capital Fund B3.8 108.6 13689 120.3 1457  160.7

of which:

Programme including Small Firms

Loan Guarantee 60.7 74.0 g97.8 87.3 93.7 So7

Capital z31 24.6 41.1 23.0 52.0 61.0

Manufacturing Advisory Service 0.0 0.0 0.0 0.0 0.0 0.0

Mational Business Link Marketing 3.0 4.0 3.0 5.0 1 1.7

Phoenix Fund S 25.4 26.0 28.0 260 120 90

Promotion of Enterprise 1il 3.6 4.0 5.0 2. 2.9

Social Enterprise 09 1.0 0.7 1.0 0.8

Research and Evaluation 1.1 11 1.0 1.9 1.1 1
_Legacy Programmes 0 0 17.4 8.2 9.2 6.2

Aerospace Launch Investment 218.0 -109.0 -126.8 -1344 -1583 -1583

of which:

Capital 3236 0.0 0.0 0.0 0.0 0.0

Expert Advice and other programme 2.9 0.8 0.5 1.0 1.0 04

Receipts (excluding CFERS) -20.9 -30.1 -29.7 0.0 0.0

Total Receipts -108.5 -108.8 -127.3 -1354 -1593 -1887
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Strengthening Regional
Economies

The prosperity of the UK economy
depends on strong regional and local
economies. Economic performance,
measured in terms of productivity and
employment, varies among and within
the countries and regions of the UK.
These differences are deeply rooted and
have persisted for most of the last century.

The Department, together with

HM Treasury and the ODPM, owns the
Regional Economic Performance Public
Service Agreement™ which commits
Government to work to increase the
growth of all English Regions and, in

the longer term, to narrow the gap in
growth rates between the best and least
well performing regions. In pursuit of
this, the Department has continued to
develop the evidence base for tackling
performance differentials in employment
and the five drivers of productivity —
skills, investment, innovation, enterprise
and competition. Work taking forward
this programme continues in collaboration
with DWP, DFT and DFES and, working
with the Government Offices, with key
regional partners,

The Department is the sponsar of the
Regional Development Agencies (RDAs).

Performance in 2005-06

England’s RDAs

3.40 The RDAs" mission is to transform the

English regions through investing in

and promoting sustainable economic
development. The RDAs’ responsibilities,
set out in the Regional Development
Agency Act 1998, include economic
development and regeneration,

3.40

promoting business efficiency, investment
and competitiveness, promoting
employment and skills development, and
contributing to sustainable development
in the UK. The Act also requires each
RDA to draw up Regional Economic
Strategies (RES) for its region. RESs

are revised every three years in close
partnership with key national, regional,
sub regional and local partners who will
help to deliver them and with other key
stakeholders. During 2005-06, RESs
have been under revision in six of the
nine English Regions. RESs drive RDA's
three-year Corporate Plans which are
submitted to Ministers for approval.

A new RDA Tasking Framework, agreed
between Government and the RDAs,
came into effect in April 2005. It requires
each BRDA to show in its Corporate Plan
for 2005 to 2008 how, in support of its
statutory role and responsibilities and
through its own activities and influence
on others, the RDA will contribute to
addressing the priorities identified in the
RES for the region. By implementing the
RES, each RDA will contribute to the
delivery of Government’s PSA targets
on Regional Economic Performance,
Sustainable Development and Productivity/
Rural Productivity and, through these,

to the delivery of a range of other PSA
targets. Through self-reporting by the
RDAs on progress in delivering the
Corporate Plan commitments, assessment
of the RDAs by the National Audit Office
and each RDA's own impact evaluation of
the effectiveness of their interventions
on economic growth in their regions,

we will obtain evidence about RDA
performance and delivery.

70 Make Sustainable improvomants = thee econcmic pedformance of all Enghah Regions by 2008 and aver the [ong tamm reducs tha parsistent gap in
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From April 2005, RDAs took on
responsibility for the management of
the Business Link network from the
Department’s Small Business Service.
The Department retains ownership of the
Business Link brand and web presence
and works with the RDAs through the
joint Business Link Strategy Board to
continue to develop and improve
Business Link. The RDAs are also taking
the lead in pursuing the recommendations
of the Lambert review of Business-
University Collaboration and have been
given a broader remit for regeneration

in rural areas.

Mationally as a network, the RDAs
exceeded all the five core targets set
in 2004-05:

over 100,000 jobs were created and
safeguarded

over 7,500 new businesses were added
to the regional economy

over 1,000 hectares of remediated land
was brought back into effective use

over 200,000 learning opportunities
were created

over £750million of private sector
investment was leveraged in benefiting
residents of the most deprived wards

These targets were all achieved as a
direct result of the RDAs activities.

In early 2005 the Department worked
closely with Advantage West Midlands
and GOWM to scenario plan for the
possibie collapse of MG Rover.
Following the entry of MG Rover into
administration on 8 April, AWM set up
and led the MG Rover Task Force which
was charged with devising and advising
on the delivery of the regional support
package. By February 2006 over 3,600
of the individuals made redundant as a
result of these events had begun new

3.45

Supporting Successful Business

jobs, a further 840 were booked onto
training schemes and the Wage
Replacement Scheme had saved over
1,300 jobs in the supply chain. The long-
term phase of the support package is
expacted to continue for another

two years.

Enable regional Government
Offices (GOs) to play their part in
implementing the Department’s
Strategy and Business Plan.

The GOs in the English regions,
managed by the Regional Co-ordination
Unit in ODPM, provide a regional
network for many central Government
Departments, including the Department.
Foreshadowing some of what has more
recently been agreed in the Government
Office Review’', the Department has
reshaped its priorities for the Government
Offices in order to move away from
direct delivery and into more strategic
regional activities. The Department’s
three priorities for the GOs are:

Getting the best from the RDAs.

The GOs work with the RDAs to help
themn to deliver their contributions to
the Regional Economic Strategies and
Corporate Plans. They form a key part
of the Department’s performance
management of the RDAs by taking
part in the Independent Performance
Assessment and they lead on the
recruitment of board members;

Being the Department’s voice in the
regions. The GOs have an important
role in ensuring that the Department’s
policies are disseminated to and
understood by the key regional
audiences;

Delivering specific outcomes, including
administration of the current Structural
Fund programmes.
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Total Government funding for RDAs (Emillion)

Likewise they play an important part

in helping to shape national policy by
making sure that regional concermns

are fed into the policy-making process at
the right time. Examples of the former
include: the role that GOs have had in
working with local authorities and other
partners on the development of the
economic development (“4th”)block of
Local Area Agreements; and the role
that GOs have had in facilitating the
Regional Funding Allocations advice
(see below) that the regions submitted
to Government at the end of January
2006. Underpinning these roles is the
collection of economic and business
intelligence and regional and local briefing.

Drive forward regional development
across the Department and with GOs
and RDAs

The Government (led by the Department,

HM Treasury and the Office of the
Deputy Prime Minister) and the RDAs
have published an analysis of the key
economic factors that contribute to the
performance of the English regions.™
This focuses on regional empowerment,
leadership, employment, skills, enterpnse,
innovation and investment. A second

3.48

publication by the three Departments,
Realising the Potential of all our regions:
the way forward™ identifies the areas
within these drivers of prosperity where
Government action will have the
greatest impact. These are: increasing
employment rates, raising skills levels,
increasing the levels of business start-
ups, improving business performance
and supporting high growth areas,
increasing business investment in R&D,
and the regional funding allocations.
The appropriate mix of policies will vary
between regions, but all need a vibrant
and competitive private sector based
on the delivery of innovative goods and
services, which have high added value.

An important development in 2005-06
was the Regional Funding Allocations
exercise. In July 2005, the Department
published, jointly with HMT, ODPM and
the Department for Transport, guidance
to the regions inviting them to provide
Government with advice on spending
pricrities in each region on transport,
housing and economic development,
within an indicative funding allocation
envelope over the period to 2015-16. This
advice was delivered in January 2006 and
is now being considered by Departments.

Advantage West Midlands 289 286

East England Development Agency 131 136 139
East Midlands Development Agency 166 164 168
London Development Agency 397 393 402
North West Development Agency 384 403 411
One North East B 248 283 260
South East England Development Agency 166 165 168
South West of England Development Agency 151 161 165
Yorkshire Forward 293 311 319
Total 2225 2272 2325

72 hetp sy odpm. gov ukfpubMB 1 Maalsingthe Potentialofaliowr RegionsthostonysofaPDFE 1107 KE_wd1 139481 pat
13 wewvw odpm pov ukpubd B Realisingthe PotantialofaliouFegronstnowimnd orward PDF 102 78E_id 1120482 pdless
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3.49

Working with the RDAs, to deliver the
Selective Finance for Investment in
England {SFIE) support product for
investment in Assisted Areas.

With effect from 1 April 2004, a new
capital investment product was
introduced replacing Regional Selective
Assistance (RSA) and Enterprise Grants
(EG) in England. The new business
support product Selective Finance for
Investment in England (SFIE) replaced
RSA in the English Assisted Areas

and offered a more limited form of
assistance in the Tier 3 areas, similar to
that available under EG. SFIE has similar
gualifying criteria to the previous product
with additional focus on:

Improving productivity, measured by
Gross Value Added (GVA) per Full Time
Equivalent (FTE) employee compared to
sector and national averages;

3.50
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Raising skill levels, with the majority
of jobs required to be at NVQ level 2
{or equivalent) or above.,

The RDAs are largely responsible for
delivery of the product with only the
largest cases (E2 million or more)
undertaken by the Department.

The Department works very closely
with RDAs, providing them with tailored
training courses and day-to-day advice
on appraisal and monitoring issues. An
evaluation to assess the impact of the
SFIE and RSA in light of its objectives
and examine whether this represents
value for money was started in January
2008. A critical aspect of the evaluation
will be to assess whether the change
fromn RSA to SFIE has increased the
effectiveness of the scheme. Future
spending on SFIE will follow new
guidelines from the European Commission
on regional aid. A new UK Assisted
Areas Map will come into effect from
January 2007 (see below).

Expected SFIE/RSA Expenditure for 2005-06 by region
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Working in partnership with the
European Commission to review
Regional Aid

3.52 The review of Regional Aid Guidelines

was prompted by recent political &
economic developments such as the
accession of 10 new Member States
in 2004; the anticipated accession

of Bulgaria and Romania and the
accelerated process of integration
following the introduction of the single
currency. The Guidelines aim for less
and better targeted state aid that helps
create a level playing field for business
across the EU whilst giving Member
States scope to tackle regional
underperformance through investment
aid. The percentage of the UK
population covered by assisted areas
status will reduce from 30.9% (2000-
2006) to 23.9% (2007-2013). Of this,
approximately 4.6% has been allocated
to Cornwall & Isles of Scilly, West Wales
& the Valleys, and the Highlands &
Islands which would get tier 1 or 87(3)a
status. Given the unique circumstances
and difficulties in spatial targeting in
Northern Ireland (2.9% of the UK
population) the province will receive
87(3)c status. This leaves the UK
with16.4% of discretionary coverage
equating to approximately 11 million
people that could receive regional aid.”
In January 2006, the Department
launched a consultation on how to
deploy this discretionary coverage.

A new Assisted Areas map will be in
place by January 2007,

Negotiate for the UK on the European
Commission's proposed Regulations
for Structural Funds after 2006 and
oversee the implementation of current
programmes to avoid loss of EU funds.

T4 Tier  or BR3c status
15 hitpuiweaerdti gov ulkfesopa/conaultaton. pol
6 htpdlivaneeunopa auinicommyregonal_policyisourcesidocotio2 007 fosciroport. pdF
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The Department is responsible for
coordinating UK policy on the European
Structural Funds (ESF) and their
implementation at the UK level. The
Funds aim to promote regional economic
development through support for
business, R&D, innovation, regeneration
and skills and training.

Current Structural Funds programmes
last until the end of 2006. In July 2004,
the Commission published a package

of draft Structural Funds Regulations

for the seven-year penod from 2007.
Discussions on these Regulations began
in September 2004 and have now
reached their final stages. In December
2005, the European Council reached
agreement on the EC budget for 2007-13.
This included an allocation of 9.4 billion
(approximately £5.4 billion) for Structural
Funds programmes in the UK.

Under the UK Presidency of the EU,
good progress was made towards
agreement on the rules governing future
Structural and Cohesion Funds spending,
and new revised texts of the draft
Regulations were issued at the end

of December 2005. In line with UK
abjectives, these provide for simplified
implementation and reporting
arrangements, respecting the principles
of subsidiarity and proportionality to
which Government attaches importance.

The new Regulations also make
provision for a more strategic approach
to future Structural and Cohesion Funds
spending, in line with the proposals for
reform put forward jointly by the the
Department, HM Treasury and ODPM in
March 2003.7 In July 2005, the European
Commission published draft Community
Strategic Guidelines, which establish the
overall approach and priorities at the EU
level. The Department coordinated the
UK response to this consultation.™
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3.57 Good progress was also made on the consultation draft of Planning Policy
Community Strategic Guidelines that will Statement 3 (PPS3): Housing”.
set the strategic focus for future use of

the Funds. The UK Presidency put Plans for 2006-07

forward new proposals for strategic v Work with the RDAs, Government
reporting on SCF spending, that would Offices and other Government

see Member States report both on the Department’s to make sustainable
contribution made to the Lisbon process improvements in the economic

of economic reform and on regional performance of all the English Regions
policy more generally. by 2008 and narrow the gap in growth

3.58 For the period 2000-06, the UK has [R5 BENREn. WAn,

Structural Funds allocations of €16.5 v  Work in partnership with the RDAs so
billion (approximately £11.2 billion). The that they are even more closely engaged
Structural Funds Regulations require in Departmental policy formulation;
individual programmes tc meet annual v Work with HMT, ODPM, the RDAs, GOs
expenditure targets in order to avoid and others on the review of subnational
loss of funding. In 2005, with the Interventions on economic development
exception of small under-spends in and the regeneration and renewal of
some of the fisheries programmes and deprived neighbourhoods, anncunced
one ESF regional programme, all targets in the Budget 2006;™

were met.

4 Make the most cost effective use of EU
Structural Funds by maximizing take up
of current Structural Fund programmes
and securing agreement on the new

3.59 During 2005-06, the Department was EU regulations in line with UK objectives
strongly engaged in the work to achieve for reform;
better alignment at the regional level of
priorities for transport, housing and
economic development. The Department
has also been actively engaged in
Government's response to Kate Barker's
Review of Housing Supply including the

Fiaure 3 DTI/UK Trade & Investment Expenditure on
. 2 Strengthening Regional Economies (Emillion)

.-'- L
e
q..

Influencing Other
Government Departments

v Complete the drawing up of the new
Assisted Areas map in a way which
maximises the impact of regional
investment on future regional and national
economic development and growth.

Total of which: 655, B Ei 1.E- 13923 743

RSA/Selective Finance for Investment in England  38.08 39 42 32
EG/Enterprise Grants 0.0 0.0 0.0 0.0 0.0
RDA Single Pot 3223 532.1 4999 507.9

ERDF expenditure 280.5 2379 36.0 2031 2891
Rover Task Force

University Innovation Centres 14.2 6.6 28 Nil MNil

77 Consultation Paper on New Pananing Policy Statement 3 (PPS3): Housing, DOPM - Dec 2005
78 Chapter B paragraph 6.8 of the Budget Fepor, March 2006 hitpoiwnedlerlrsasisy. gov ukbodpaybudget_0badgel_reporbed budD. repndex.ofm
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PRIORITY ACTION 2005-06: Raise national and regional economic performance by
working more effectively with the RDAs and other regional bodies.

The National Regional Partnership Programme aims to embed the regions and regional issues
more deeply in DTI's work. Closer working with the regions will help the Department to
develop better national policies and processes which reflect regional diversity and generate
econamic development across the country.

The Programme has facused on four key policy areas — enterprise, innovation, energy and
international trade and investment - where significant progress has been made. This
demonstrates both the culture change taking place across DTl to think regionally and
recognition of the value of the RDAs as true partners in the development and delivery of
policy, a fact acknowledged and welcomed by the RDAs themselves.

Key achievements in 2005-06 include:

v

closer, more focused engagement with the RDAs on the six Regional Economic
Strategy reviews this year; SBS National Policy Directors located in the regions;

joint DTIfRDA decision making boards working well, for exam;ﬂa the National-Regional
Partnership Board for Business Support and the Regional Innavation, Science and

Technology Group;

RDA Sector Facilitators (in RDAs) established to improve DTI/RDA engagement on
sector related issues; outline regional business plans on energy projects for 2005-06
agreed with all RDAs; "dual key" arrangements for signing off DTI/RDA international

trade activity fully in place;

and inward investment targets agreed with all RDAs.

Promoting International Trade
and Inward Investment

3.60 International trade and inward

3.61

86

investment bring benefits by enabling
countries to concentrate their resources
on the things they do best — specialising

In their areas of ‘'comparative advantage'’

— and by strengthening productivity and
its key drivers.

Greater internationalisation can
strengthen competition and innovation,
and increase access to new ideas and
technologies, while the opportunity to
sell on world markets raises the return
to innovation, delivers learning benefits,
and enables businesses to achieve
growth and economies of scale which

domestic markets alone would not allow.

3.62 UK Trade & Investment is the Government

organisation that supports both companies
in the UK trading internationally, and
overseas enterprises seeking to set up
or expand in the UK, It brings together
the work of the Department and its
other parent department, the Foreign

& Commonwealth Office (FCO), on
International trade and inward investment,



3.63 UK Trade & Investment has an

operating budget of some £280million
and deploys around 2,300 people to
achieve global reach for its services.
It has a presence in the nine English
regions and, via the FCO overseas
network, in more than 100 countries.

3.64 LUK Trade & Investment is not an

employer in its own right. For the
majority of its civil service manpower
requirements it draws on staff employed
by one or other of the two parent
departments. In the UK most of its staff
are drawn from the Department while
overseas most of its staff are from the
FCO. UK Trade & Investment also draws
on its parent departments for some
‘back office’ functions including finance,
HR and IT support systems.

Performance in 2005-06
3.65 Last year UK Trade & Investment helped

nearly 2,000 companies prepare to do
business internaticnally for the first
time, and nearly 6,000 companies move
into markets new to them. Many more
were reached and helped in a variety of
ways, both here in the UK with advice
and support on sector-specific issues,
and through contacts 'on the ground'
with our Posts overseas. UK Trade &
Investment's Enquiry Unit handled more
than 40,000 telephone calls and emails.
In 2004-05 over 1,000 overseas companies
chose to invest in the UK, creating
nearly 40,000 jobs and safeguarding

a further 35,000, This represents 31%
more investors and 5% more new jobs
than in the previous year.

3 mpweesukiraceinvest pov.uk
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UK Trade & Investment's overarching
aim is:

“To enhance the competitiveness of
companies in the UK through overseas
trade and investments; and attract

a continuing high level of quality
foreign direct investment.”

UK Trade & Investment has one PSA
target for the SR2004 period, shared
with the FCO (Strategic Priority 5) and
the Department’s (PSA Target 8) that
supports this aim:

“By 2008, deliver a measurable
improvement in the business
performance of UK Trade &
Investment’s international trade
customers, with an emphasis on
new-to-export firms; and maintain
the UK as the prime location in the
EU for foreign direct investment.”

UK Trade & Investment's own 2006
Departmental Report sets out in more
detail its activities and explains how
the organisation is delivering its PSA
target. This is available on UK Trade &
Investment's website™. A summary
of progress to date against its PSA
indicators is contained in this Report.

Plans for 2006-07

3.68 In his Budget Statement in March, the

Chancellor announced an enhanced role
for UK Trade & Investment in helping
business respond to the challenge of
globalisation. UK Trade & Investment
has been given responsibility for
coordinating and driving across
Government and its partners a new
strategy for marketing the UK economy
internationally. The objective is that the
UK should be a key location of choice
for many more high value-added
international businesses. A strategy

a7
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covering how it will do this, for both aim of a fundamental transformation in
trade and inward investment, will be its effectiveness in marketing the UK
published by the summer. This will economy internationally. The overall goal
focus on high growth countries of is to ensure that within UK Trade &
strategic importance, such as China and Investment there is the capability and
India; on innovative and R&D intensive sense of mission to deliver the
businesses; and on promoting London Government objective that the UK

as the world’s leading financial and should be a key location of choice for
business services centre. In order to many more high value-added international
achieve the strategy, UK Trade & businesses. Details of this programme
Investment will undertake a programme will be published alongside the strategy.

of organisational change, with the clear

m Number of Participants supported at exhibitions, missions and seminars

Exhibiteons 7,965 8010 6,450 3.500% 3,500
Overseas seminars 316 B10 450 L
Dutward missions 4,445
Vertical missions 1,200 1,050 o
Horizontal missions
Inward missions (number of visitors)

55{} a] [+ [+

lease nizta Thal sincs e publcation of (ke 2005 Depantmental Reoon, the vy UK Trade & Investmenl meals customarn nesds has changed in rasponse io the SHa
seqrarnant. Consderslion skoutl how 1o present UK Tesde & Imestment perfarmancs will be discussad bafore publcation of the 2007 Deparimental Heport with & wew b
DRESRITIND B mOre ui-l0-CatE el i e Tolicening Labliea)

Figure 3.7 Inward Investment cases and effect on jobs

-'f'-w-:]

UK Trade and Investment

Number of active cases 1.11h 1,103 1,147 1,464 1,761
Mumber of inward investment decisions

in which UKTI was significantly involved 245 165 147.00 213 396
Number of new jobs created 15,976 4,329 5.426 5392 10,589
Number of jobs safeguarded 5,689 1,252 3.077 1,728 5309
MNATIONAL FIGURES

Number of inward investment decisions 880 B43 17 B13 1,066
Number of new jobs created 71,168 35,359 34,624 25,614 39,592
Mumber of jobs safeguarded 52,359 23,961 20,265 34,000 35,451

Bl SESA support was revienwed in 2005, As 3 result of the revsew Trom 1 A=)l 2008 the revisod scheme, now known as the Tradeshow Access
Programme [TAP), will orly covar oversoas exhibitions

Bl As from 1 Apnl 2006 samingr support becomes the responsibility of the individua! LK Trade & Investment sector teams. They will support these
seminats hom thedr programeana axpentditure

Bd Az from 1 Apnk 2004 missons have bean splil into vortlichl (Sector Spoecifics and horizontal Missions. Voriical misseons wene mcledod in Support for
Exhibitions and Semiracs Abroad (SESA) until 31 March 2008, Howevar, as from 1 April 2006 sectoral missions will be the responsibiliny of
ndfivickaal UK Trado & vestment sector foams.

BE As from | Apeil 2004 inward rissions are the responsibility of tho individual UKTI sacter teams. Thoy will suppornt thaso missions from thesr
progeamme sxpendiure
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Supporting Successful Business

Fic ) UK trade and Investment Programme Expenditure:
igure 3.8 - P
Major Programmes (£ million)

Col provision®®
Trade Development 759 76.5 67.9 63.9 57.1 57.1
of which:
Support for Exhibitions and
Seminars Abroad (SESA)™ 19.2 195 16.6 1] [} 0
Tradeshow Access™ 10 10 10
Passport 54 5.2 59 6.5 6.7 6.7
International Trade Advisors 10.9 147 16.1 17 17 17
Overseas Project Fund 2.4 0.7 0.05 0 0 0
Sector support in markets 10.8 11.6 12.2 12 1 11
Cutward missions 1.8 1.1 0.1 0 8] 0
Export promoters 2.4 2 1 1 1 1
Sales lead services 14 0.4 0 0 0 0
Income -1.3 -1.1 -1.1 -1.5 1.6 1.6
Inward Investment 20.7 229 27 314 34 34
of which:
Grants to BEDAs 12.9 132 152 i s 172 17.2
Promaotional expenditure 6.6 97 12.1 11.8 12.4 124
Hote: This ls not & comprehensive list of all UK Trade & investmentfunded progr bt ineludos tha main arsas of spend only.

* 2004085 pumen figeres gueoted in the 2006 Dapanrnseilal Rapo wids piosensl
** Fguras ane indicatve anky,

" ** Sales kad services has besn mowported as Business Oipponurdies and hestures oo the UK Trace B bmmstmons Walnite 81 weeaukizadormest pov.a

Expenditure on Trade and Investment

mmm 2006-7 2007-08  2008-09

‘_ )

m nﬂum‘ - wiorking plans®** plans s plans®*

oy ) provision®®
Expenditura g7.9 100.5 96,1 96.8 91.1 911
Income -1.2 -1.1 -1.2 -1.56 -1.6 -1.6
Net 96.6 99.4 94.9 95.3 89.5 895

Effective Channels with Business

3.69 The Effective Channeis with Business
objective is a key conduit for dialogue with
business and ensures that Government
understands the consequences of its
actions on productivity and performance
particularly in relation to regulation,
innovation, public procurement and
skills. Understanding is built up through
the combination of high quality analysis,
focussed relationship management of

3.70

targeted businesses and intermediaries,
and formation of Industry/Government
growth teams and specific joint
industry/Government discussion of
major regulations.

This has continued to be strengthened
and deepened via a strong two-way
communication processes with some
260 key companies and 100 intermediaries
who influence the corporate strategy
and performance of the rest of their

B4 SESA support was rovigwod n 2005, As a result of the review from 1 Apcl 2006 the revised schirma, now knawn as the Tradeshow Access Programene
(TP, will oty cover chersoas exhdutions. Figures for the Tradeshow Acoaas Frogramme will ba reported in futune Depanmental Repons.
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sector. Such co-operative engagement
has enabled the Department to further
enhance its knowledge and ability to
influence policymaking and regulatory
development at an early stage, and
thus to create the best conditions

for UK business success.

Performance in 2005-06

3.7

3.72

90

Each year we survey our stakeholders to
discover what they think about the work
the Department has done for them in
the previous year. The 20056 survey
achieved an 83% response rate, which
is very high for such surveys and this
dermonstrates that these companies
care about the relationship with us. The
scores of favourability held up despite
the lower level of resources we have
applied to this work this year. Stakeholders
identified our ability to influence wider
policy-making within Government as a
most important attribute which was
seen as improved, but not yet sufficient.
Areas of co-operative engagement
include: the Manufacturing Forum where
industry, TUC and Government are
jointly focussed on the issues of skills,
public procurement and image with
deliverables scheduled for 2006-07;

and the EU Industrial Policy agenda
where key policy issues in the Energy,
Environment, Pharmaceuticals, Defence
and Bioscience sectors have been
co-operatively identified. Provisional
monitoring results indicate that the
overall business support portfolio is on
track to realise anticipated economic
benefits.

The Innovation and Growth Teams (IGTs)
continue to have a broad membership
drawn from industry, Government and
other major stakeholders. IGTs draw
upon sectoral analysis undertaken on
behalf of the Department and look
strategically at a specific industry sector

3.73
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and seek to identify key issues that will
shape the future. IGT's have locked at
the Automotive, Chemicals, Retail,
Aerospace, Bioscience, Electronics,
Environmental Goods and Services,
Software and Digital Content and
Materials sectors and published
recommendations for action by industry
and Government, We keep under review
progress made on implementing such
recommendations. Further reviews are
planned for 2006-07.

Business recognises an ongoing
improvement in the level of engagement
with regional partners. The Department
is working closely with RDAs to improve
the way we work together on sectors.
Key actions have been agreed to
simplify the engagement process, such
as the establishment of RDA Sector
Facilitators, providing named sector
contacts in each region and developing
networks to ensure effective
management of key companies.

The Department is maintaining the UK's
position as one of the best places in the
world for online business, with almost
100% of the population now able to
access broadband services, and the UK's
broadband market now ranked first for
extensiveness among G7 countries.

The timetable for digital switchover was
confirmed in September 2005 and
resulted in the formation of Digital UK,
a not for profit organisation, responsible
for switchover implementation. The
Department together with No 10
launched a Digital Strategy in April 2005.
This envisaged action by several
Government Departments working in
partnership with business to engage
people otherwise excluded from the
information revolution.

The Department has also been actively
engaged on issues of Internet governance
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{representing the EU at the World Summit
on the Information Society) where
Departmental officials were instrumental
in proposing and driving through the
last-minute compromise that allowed
the Summit to succeed. The Department
also led the work with Ofcom and other
Government Departments to decide on
the implementation of the proposals
contained in the independent audit of
public sector radio spectrum, which had
been conducted by Professor Martin
Cave to implement a programme of
spectrum management liberalisation.

The Department continued to effectively
influence both policy and regulatory
activity for the benefit of UK business.

A key ingredient in this process has been
the factoring in of business views to the
Whitehall review process using the
Sector Regulatory Fora. These Fora, in
which Industry actively participate, cover
the Bioscience, Automotive, Chemicals,
Construction, Retail and Electronics
sectors. The Department is also active in
influencing regulation within the EU and
the Sector Fora are an important part of
this process.

Supporting Successful Business

Plans for 2006-07

¥

Drive development and delivery of
Government's Manufacturing Strategy
Action Plan, through the multi stakeholder
Manufacturing Forum, including
ensuring delivery of the Forum's priority
actions on skills, public procurement
and image;

To co-ordinate all Departmental activities
associated with the 2012 London
Olympics, which includes joint responsibility
with DCMS for maximising the wider
economic benefits of the Games across
the UK;

Drive engagement in the EU Industrial
Policy agenda by inputting directly to the
following High Level Groups.

(i) Energy, Environment and
Competitiveness

(il Defence
{iii) Pharmaceuticals;

Continue to partner with the Ministry of
Defence in delivering the objectives set
out in the Defence Industrial Policy.

Figure 3.10 Expenditure on Effective Channels with Business (Emillion)
Total 17.5 122 12.7 9.6 8.6
of which:
Building effective
relations with business 111 B4 9.2 6.2 4.7
Enabling infrastructure 6.4 1.7 18 2.1 28
Capturing and analysing data
on business performance 0.0 21 1.7 1.3 1.3
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Promoting World Class
Science and Innovation

Introduction
Science and Engineering
Knowledge Transfer and Innovation

Introduction

In 2004 Government outlined its vision

for science and innovation over the ¥
next decade with the overall ambition

to make the UK one of the most
competitive locations for science, R&D

and innovation in the world.

The Department is working to create v
a supportive environment for the
development of ideas through a skilled

and flexible workforce, a strong science

and research base and a balanced

attitude to risk and reward so that

British business can successfully

innovate: exploiting ideas, wherever

they come from.

The Department needs to do this if the

UK is to remain globally competitive, and
can only do this by having successful
businesses. Businesses can be

successful in a global econamy if they

use and provide effective and efficient
processes, products and services. ¥

Since its publication in 2004, significant
progress has been made in delivering on
the measures set out in the '10 Year
Science and Innovation Investment
Framework™,

The UK continues to retain its position
on the world stage second only to the
USA on most leading science indicators;

The Department has taken massive
strides in updating and renewing UK v
laboratories and science facilities

through the Science Research Investment
Fund now worth £500million a year;

Research careers have been made more
attractive through increases in stipends
and better training; today more PhDs
than ever are qualifying from UK
universities;

The Technology Programme is
supporting collaboration, knowledge
transfer and R&D into promising new
technologies under the business-led
Technology Strategy Board's guidance;
as well as pull through from universities,
this programme supports business-to-
business technology development
projects. The Department is also looking
at how to encourage maore inngvation in
the service sector - where businesses
can gain high value from the use of
innovative products and processes

but do not necessarily do the R&D
themselves;

The Department encourages Knowledge
Transfer from Universities through the
Higher Education Innovation Fund (HEIF).
This makes use of the UK's strengths

in basic research and encouraging
innovation by helping ideas move
towards the applied research that i1s so
important to Business R&D. This has
resulted in a step change in the way
Universities treat their knowledge and
intellectual property (1P);

Public procurement of innovative
solutions through initiatives such as the

B “Science & mnovation investment iramework 2004 — 2014, published by HMSO July 2004, 15BN 1-84532-031-X
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Small Business Research Initiative
(SBRI) and work with the Office for
Government Commerce are making
Government a more intelligent customer
prepared to buy the outputs of business
R&D. The Department is also piloting
new ideas to stimulate innovation and
manage risk in procurement e.g. with
the NHS for Primary Care Trust
construction projects;

Skills development is another key area
and the Department warks closely with
DfES and business to ensure that
demand led requirements are built into
skills strategies.

Science and innovation are not only

key drivers of wealth creation; they
also underpin evidence based policy
development, improved service delivery
and effective international diplomacy.
The Government's Chief Scientific
Adwiser leads in ensuring that science
and research, as well as expert and
Independent advice, are managed and
used to best effect across Government.

Science and Engineering

Performance in 2005-06

3.78

3.79

UK Research Base is performing to a
high standard against annual global
benchmarks for excellence

The UK Science Base retains its strength
and depth across all disciplines®, The
Arts and Humanities Research Council
has successfully completed its first year
and has been a valuable addition to

the Research Council UK partnership,
reinforcing the importance of the full
spectrum of research across disciplines.

The Performance Management Systemn
for the Research Councils has been

86 - PSA Tergel Matrics for the UK Rasaarch Base

BT DTiand DFES Minstars announced in Janusry 2005 that Reseatch Councils would pay B0% of the full econoriic costs of the ressanch Thay
Cormmuession from HEIS beginnng September 2005

3.80

3.81
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implemented and guarterly returns have
indicated that key deliverables are on
track. There are a number of agreed
metrics that will provide evidence of
the UK research base's improvement
against world benchmarks.

The Medical Research Council (MRC)
received over £120million as part of one
of the biggest deals to come out of
breakthroughs by British scientists. This
involved a drug used to treat rheumatoid
arthritis, created using patented
technology derived from research at the
MRC Laboratory of Molecular Biology in
Cambridge and The Scripps Research
Institute in California.

The UK is to play a major role in the
European Space Agency's (ESA) robotic
space exploration programme, Aurora.

The UK, through the Particle Physics and '

Astronomy Research Council (PPARC),
will be the second largest contributor
with a leading role in a programme
designed to improve understanding of
Mars and the Solar System.

UK Research Base is more robust and
sustainable financially, with continued
strategic investment in infrastructure

In taking forward its commitment to
improve the long term sustainability

of UK research Government invested
£120million in 2005-06 to enable
Research Councils to begin paying
B80% of the full economic costs of the
research they commission from Higher
Education Institutions (HEIs)®. Set
alongside this important reform to the
Dual Support System Government
continues to invest directly in the
infrastructure of the university sector
through the Science Research
Investment Fund, a dedicated capital
funding stream worth £500million a year.
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A parallel strand of work continues in
relation to the sustainability of public
sector research institutes and
laboratories. The OST set up the
Research Establishment Sustainability
UK (RESUEK) forum in 2005 to enable
representatives from public sector
research establishments and their parent
bodies to work together on implementation
of the Research Council Institute and
Public Sector Research Establishments
Sustainability Study (RIPSS) guidelines.

UK Research Base has a higher
performing, diverse workforce,
educating and training more and
higher quality scientists and engineers
for the UK workforce, including a
significant increase in the involvement
of women in the governance of
science, engineering and technology
and school leavers equipped to
engage in science as active, informed
citizens of the future,

The UK produces over 14,000 PhDs per
vear, Measures for Research Careers
introduced in 2005 included increasing
the average Research Council PhD
stipend to £12,000, providing funding for
transferable skills training for Research
Council PhD students and postdoctoral
researchers and increasing the average
Research Council postdoctoral salary by
around £4000 between 2002-05.

The UK Resource Centre for Women

in SET (UKRC) is delivering a range of
programmes including the new
Returners Package, the SET for Work
Scheme in 13 English HEls, Employer
Award and Recognition Schemes,

a database of women in SET and
successful collaborations with bodies
such the Royal Academy of Engineering.
Total funding for the UKRC is £6.9million
1o 2008.

Promoting World Class Science and Innovation
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OST has provided an additional
£550,000 to enable the Science,
Engineering, Technology and
Mathematics Network (SETNET) to
employ 10 regional directors. SETNET is
now focusing activity on harder to reach
schools and on groups which are under-
represented in post-16 SET education.
OST is providing £1.5million of funding
to SETNET for a dedicated programme
to benefit Bangladeshi and Pakistani
girls and Caribbean boys which was
launched in March 2006. In the budget
we announced a further commitment to
expand significantly the Science and
Engineering Ambassadors Scheme to
support teachers and engage and enthuse
pupils to continue studying science.

We will invest a further £900,000 over
the next two years so that by 2007-08
we will have increased the total number
of ambassadors by 50% from 12,000
to 18,000.

UK Public are more positive and
confident about science and its
use generally, and more engaged
in these matters.

During 2005-06 rapid progress has been
made to take forward public engagement
and dialogue projects under the
Sciencewise programme. In August,
2005, Government published its outline
programme of public dialogue on
nanotechnologies. This was followed

up in November with further commitments
in the first report of the Nanotechnologies
Research Coordination Group. In January
2006, the first public dialogue process
under the ‘Nanodialogues’ Sciencewise
project took place, related to the
application of nanoparticles for
environmental clean up. Further
priorities for public dialogue have been
identified, and include brain science,
stem cells and future challenges from
emerging technologies.
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3.88 In September, Government published its

3.89

3.90

response to the Council for Science and
Technology's report "Policy Through
Dialogue”. The report sets out a range
of commitments to embed public
dialogue and engagement within policy
and decision-making on science and
technology issues.

UK researchers, businesses and
Government gain greater benefit
from international partnerships

and programmes in science

and technology, as measured by
evaluations and metrics established
by the Global Science and Innovation
Forum, and monitored through
annual assessments.

Global Policy

The Global Science and Innovation
Forum (GSIF), established in January
2005 and chaired by Sir David King,
brings together key Government players
in international science and innovation.
GSIF is responsible for overseeing the
design and implementation of the UK's
strategy for international engagerment
in science and innovation with the
overarching aim of making UK the
partner of choice for global business
looking to locate R&D activities
overseas, and for foreign universities
seeking overseas collaboration.
Evidence studies have been completed
and these will inform the development
of strategy during 20086.

Bilateral and increasingly multilateral
science and technology relationships
with priority partner countries and key
organisations have continued to be
pursued this year, with much of the
emphasis on aligning the bilateral
approach with GB and EU priorities,
predominantly climate change and
African development. These have
culminated in @ comprehensive
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programme of bilateral visits and
multilateral meetings during 2005-06 by
Lord Sainsbury and Sir David King. 2005-
06 has also seen continued funding of
the Dorothy Hodgkin Postgraduate
Award Scheme, 162 PhD students from
emerging and developing countries are
currently studying in the UK, with
another large cohort due to commence
in autumn 2006.

EU

The EU's Framework Programme

for Research and Technological
Development (RTD) is the main funding
mechanism for supporting collaborative
RTD in the EU. Government provides a
comprehensive promotion and advisory
service for UK organisations including

a network of National Contact Points,
central website and helpline. The
Department has also continued to take
up the concerns of UK participants and
successfully pressed the Commission to
simplify the administrative processes
associated with the programme.

During the UK Presidency of the EU

the Department took the lead on the
negotiation of the Seventh Framework
Programme (FP7). This culminated in the
UK Presidency and the Council agreeing
to a Partial General Approach (a PGA

is a non binding political agreement)

on FP7 at the Competitiveness Council

in November 2005. The PGA is an
important achievement, and is crucial

for keeping FP7 to the overall legislative
timetable. It confirms agreement on
some of the main principles behind FP7,
notably the critical importance of
improving Europe’s research, technology
transfer and innovation performance to
enhance global competitiveness and to |
increase growth and employment. |

l
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Government makes better use of
science and scientific advice in
making and delivering its policies
within and across Departments and
internationally.

Government continues to improve the
quality of its science and scientific
advice. The updated Chief Scientific
Adviser's Guidelines on Scientific Analysis
in Policy Making were published in
October 2005 and address how
evidence should be sought and applied
to enhance the ability of Government
to make better informed decisions.
Alongside this, OST continue to review
the way Government Departments
identify their scientific requirements
and commission, quality assure and
use science and scientific advice.

The Council of Science and Technology
(CST), the top-level advisory committee,
has produced reports on Energy (An
electricity supply strategy for the UK);
Personal information (Better use of
personal information: opportunities and
risks); and public dialogue (Policy though
dialogue). These reports, together with
the CST's own annual report, can be
found at www.cst.gov.uk.

Science Budget Allocations 2005-06
to 2007-08

05T is responsible for the allocation

of the Science Budget for research via
the eight Research Councils for which
the Director General of the Research
Councils, Sir Keith O'Nions is responsible.
Government has substantially increased
spending on science. Between 1997
and 2007 the Annual Science Budget
will have more than doubled, rising

to £3.4 billion enabling the Research
Councils to raise their support for
research substantially.

BE  wiwniforesighnt gov uk
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Foresight

The Brain Science, Addiction and Drugs
project produced scenarios for the
development of drugs for treating
addiction and mental health, and for
the use of performance enhancing
substances more broadly.

The Intelligent Infrastructure Systems
project explored how science and
technology may be applied over the next
50 years to the design and implementation
of Intelligent Infrastructure Systems that
are robust, sustainable and safe.

The one-year review of Flood and
Coastal Defence confirmed that the
project is leaving a lasting impression on
the approach Government takes to flood
management in the UK, while that of
the Cyber Trust and Crime Prevention
project highlighted the use of its
scenarios to explore the implications

of Information and Communications
Technologies for future strategy in areas
from road user charging to the tracking
of criminals. All reports, action plans,
reviews and scans are available via the
Foresight website™.

Science and Innovation Investment
Framework 2004-2014: next steps

This discussion paper, published in the
budget in March, presents the next
steps in taking forward Government's
10-year framework for science and
innovation. Against the background

of increasing global competition for
knowledge intensive business activity,
next steps are presented on five key
policy areas: maximising the impact of
public investment in science on the
economy through increasing innovation;
increasing Research Councils’
effectiveness; supporting excellence in
university research; supporting world-
class health research; and increasing
the supply of science, technology,
engineering and mathematics (STEM) skills.
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Publications

Science Budget Allocations 2005-06 to
2007-08, May 2005;

The ten-year Science and Innovation
Investment Framework Annual Report
2005, July 2005;

Science and Innovation Investment
Framework 2004-2014: next steps,
Warch 2006.

Chief Scientific Adviser Guidelines on
Scientific Analysis in Policy Making,
October 2005;

The Government's outline programme
for public engagement on
nanotechnologies, August 2005.

All publications are available from the website®

Plans for 2006-07

¥

Invest in the UK research base to
ensure its continued performance to a
high standard against global benchmarks
for excellence, relevance, responsiveness
and productivity;

Continue work to ensure that the
research base is robust and financially
sustainable, with a leading edge
research infrastructure;

Ensure that the skills demands of

the UK economy are met by a higher-
performing, diverse workforce, with
more higher-quality post-graduate and
post-doctoral scientists and engineers;

Encourage the UK public to be more
positive and confident about the
development, regulation and use of
science, engineering and technology;

Work with other Government
Departments to make better use of
science and scientific advice in making
and delivering policy;

Help UK researchers, businesses and
Government to gain greater benefit
from international partnerships and
programmes in science and technology;

Continue to implement the 10-year
Science and Innovation Investment
Framework including taking forward
the Consultation and proposals
outlined in the recently published
next steps document.

Priority Action - 10 Year Science and Investment Framework

In 2004 Government published the ten-year Science and Innovation Investment Framework,
which set out a long-term vision for UK science and innovation, together with the ambition
that public and private investment in R&D should reach 2.5% of GDP by 2014 (from a level of
1.9%). Alongside the Science and Innovation Investment Framework the Government also
published a comprehensive set of indicators to monitor implementation of the ten-year
framework, and made a commitment to report annually on progress against these indicators.

The first Annual Report published in July 2005 including updates on progress indicators and
measures is available from the website®

W ost o ok
80 htpiwww.ost gov ukdpolicyinil hm
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Research Councils Capital Assets (Emillion)

- 'wr*w m

Hnt book

value at

31 March

2005

BBSRC 199.4 1.4 0.1 200.9
CCLRC 180.9 114.0 45.0 143.2 483.1
ESRC 2.7 23 5.0
EPSRC 4.3 2.0 6.3
MRC 153.4 0.7 47.3 14.1 2155
MNERC 146.609 3.423 53.616 25431 11.800 2409
PPARC 36.601 16.447 0.274 = - 6.047 59.4
Total 723.9 1339 54.6 78.5 71.0 1,211.0
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: = Breakdown of Significant international subscriptions by the
Figure 3.12 i LS A
research councils (Emillion)

EPSRC Eurapean Science Foundation 0.2 0.2 0.2 0.2 0.2 0.2
Total 0.2 0.2 0.2 0.2 0.2 0.2
CCLRC Institute Laue-Langevin 10.8 13.2 14.5 14.8 1830 3T

European Synchrotron

Radiation Facility 6.1 5.6 7.2 7.4 7.6 7.6
Total 16.9 19.8 21.7 222 21.3 21.3
MRC Europeaan Molecular

Biolegy Conference 0.3 1.3 1.4 1.5 1.6 1.7

Eurapean Molecular

Biology Laboratory 5.9 7.2 8.1 8.5 e 10s

International Agency
A for Research on Cancer 0.6 0.7 0.7 0.7 0.7 0.8

Hurman Frontier Science

Programme 1.0 0.8 0.9 0.9 1.0 1.0

—— EMBOC 0.1 0.1 0.1 0.1 0.1

EMBL - Special Capital

Investmenis 0.1 0.2 0.2

European Science Foundation 01 0.2 0.2
Total 7.8 10.1 11.2 11.8 134 14.5
NERC Ocean Drilling Programme {(ODP) 1.0

Integrated Ccean Drilling

Programme (IODF) 0.7 2 T 3.1 3.4 0.5

European Space Agency 46.3 45.7 45.8 33.9 383 4416

European Science Foundation 0.2 0.2 0.2 0.2 0.2 0.0

New Initiatives 05 0.4 0.5 0.5 0.6 0.7
Total 48.6 48.7 499 43.7 424 428
PPARC European Space Agency 46.9 662 3.7 60.0 66,1  70.0

Anglo-Australian Telescope 1.5 1.5 12 0.9 0.5 0.4

Eurapean Incoherent

scatter Facility (EISCAT) 0.6 0.5 0.5 0.5 0.3 0.3

European Organisation for

Muclear Research (CERN) 73.1 757 812 78.7 B0.1 816

Eurgpean Southern

Observatory (ESO) 15.0 17.4 217 23.1 235 24.0

European Science Foundation 0.1 0.1 0.1 0.1 0.1 0.1
Total 137.1 1503 165.0 163.2 1705 176.3

31 Information on previous years intemational subscripbons can be found i previous Departmantal Reports

100




Promoting World Class Science and Innovation

Figure 3.13 Expenditure on Science (Emillion)

—

o Outtum Outturn Working Plans Plans
Total OST Expenditure on Science 22533 2,608.0 3,294.4 3,247.6 3,464.5
of which:
Arts and Hurnanities Research Council 2876 68.5 91.4 Q'H-
Biotechnology and Biological Sciences
Research Council 2691 2876 ¥ L 371.6 3818
Economic and Social Research Council 88.8 1053 1261 142.5 150.3
Engineering and Physical Sciences
Research Council 378.8 4973 575.0 636.3 T21.2
Medical Research Council 4209 4552 5036 503.5 546.5
Matural Environment Research Council 2921 315.1 31 359.4 367.2
Particle Physics and Astronomy
Research Council 2127 2740 3374 306.5 315.2
Council for the Central Laboratory of the
Research Councils 119.0 1243 226.2 182.2 2125
Research Councils’ Pensions Scheme 29.7 311 18.1 0.0 0.0
Royal Society 294 31.0 326 J6.4 41,1
Royal Academy of Engineering 5.3 56 59 8 98
British Academy B - 14.0 181 214
Diamond Synchrotron 36.2 869 74.2 45.0 0.0
Joint Infrastructure Fund 43.6 - 2.3 0.0 0.0
Science Research Infrastructure Fund 262 .2 296.6 379.2 300.0 300.0
Capital Yet to be allocated - 397 0.0 604 104.7
Knowledge Transfer 30 2.0 87.4 103.5 108.5
Restructuring, minor initiatives and contingencies 2.5 229 0.0 66.9 1.4
International Collaboration - - 0.0 3.0 3.0
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Knowledge Transfer and
Innovation

Performance in 2005-06

Infrastructure and Networks: Effective
networks of business, Government,
the research base and global partners
improve UK's knowledge transfer and
access to infrastructure.

3.100The Department, through Knowledge

Transfer Networks (KTNs), helps to
facilitate business access to, and
investment in, science, engineering
and technology. The Department has
established 18 KTNs in areas such as
bioprocessing, materials, grid computing
and resource efficiency with another
three under consideration. The
Department and other funders have
allocated £40million to KTNs over a
three-year period.

3.101 The Department is on course to

complete the new facilities at The
National Physical Laboratory by March
2007. The National Measurement
System (NMS) has continued to sustain
and improve the measurement
infrastructure and knowledge base.

3.102 Increasing infrastructure access and
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knowledge transfer capability of the UK
research base, equipment and sites to
increase volume/activity of business is
progressing. The National Weights and
Measures Laboratory (NWWML) has
joined the Organisation International

de Metrologie Légale (OIML) Mutual
Acceptance Arrangement (MAA) as an
‘utilising authority’ and it is the intention
10 become an ‘issuing authority’ under
the MAA when certain procedural
changes have been implemented by QIML

Engaging business: Innovation
performance of UK companies is
driven up by increasing business
engagement and demand for
knowledge and innovation through
coherent and responsive support that
meets customer needs.

3.103The business-led Technology Strategy

Board is helping Government develop a
national Technology Strategy ensuring
that clear and consistent messages on
innovation are conveyed and support
activities channelled through the
Technology Programme. The Technology
Programme launched two competitions
for Collaborative R&D projects during
2005-06, allocating over £160million.
Collaborations with business intermediary
organisations, RDAs and Business Links
are being established to target messages
to specific segments. Knowledge Transfer
Partnerships (KTP) help businesses to
improve their competitiveness and
productivity through the better use of
knowledge, technology and skills. Strong
demand from business delivered over
1,000 live partnerships, the highest

ever number.

3.104 The Global Watch service has had a

successful year in driving up innovation
performance within the UK., Secondment
offers for 2005-06 increased by 40%
and 25 outward missions were organised.
Its network of International Technology
Promoters (ITPs) facilitated 1,532
international technology partnership
meetings and reported 149 international
partnership deals since the beginning of
the year. The Global Watch website has
had almost 5,000 registered users and
the magazine has a circulation of almost
54,000, reaching readers in 120 countries.




Frameworks: A world-class
measurement, Intellectual Property
{IP) and standards framework-based
innovation system will create
commercial opportunities for the
UK, eg by doubling production of
informal standards by 2008.

3.105 The Patent Office (PO) is developing

an IP framework to improve UK's
knowledge transfer. The Gowers review,
launched to look at support given to
business, will form the basis of the
Framework. Improvements to the

European Patent system have continued,
with the London Agreement ratified in 2005.

3.106 The National Standardization Strategic

Framewaork (NSSF) continues to
promote the benefits of standardization,
and to develop the UK's standardization
infrastructure. The publication of an
MSSF-sponsored research report on the
macro-economic impact of standards
found that 13% of the increase in UK
labour productivity was attributable to
formal standardization, equating to
around £2.5billion per year of growth

in the UK economy.

3.107 NWML is on track for implementation

of the Measuring Instruments Directive
(MID} by October 2006. Regulations to
implement the Directive will be made
by April 2006.

3.108 BNSC continues to develop strategic

frameworks with the introduction of
the UK Space Board and the Operation
Board. Further work is planned in the
form of a major study, intended to
inform the development of the UK
Space Strategy.

Promaoting World Class Science and Innovation

Partnerships: The Department led
innovation agenda across Government
and the regions creates stronger
partnerships and improves methods
of engagement that enable business,
the not-for-profit sector, the research
base and public sectors to realise
increased productivity and quality

of life.

3.109 OST have enhanced the capacity of

RDAs through funding secondments
from the research base. The Department
successfully developed co-funding and
marketing opportunities through the
Technology Programme. The autumn
2005 competition established joint
funding and assessment projects with
Defra and the Research Councils.

3.110 The Department, Regions and Research

Councils are strong partners in the
development and exploitation of key
technologies and the development of
innovation platforms. Both approaches
are the cornerstone the Technology
Strategy. Implementation of the Third
round of Higher Education Innovation
Fund (HEIF) was launched November
2005. The HEIF is jointly funded by
DFES and is worth a total of £238million
over the two years 2006-08, Additionally,
the Qutcome of the third round of Public
Sector Research Exploitation (FSRE)
fund was announced on 19 January
2006, allocating nearly £25million to
support commercialisation from PSREs.
Annual surveys on HEl-business
interaction and PSRE knowledge
transfer programmes were published

in January 2005 and spring 20086.

3.111 Patent Office has developed and

implemented a coherent approach in
engaging the regions in delivering an
Intellectual Property awareness campaign
aimed at SMEs. Initial findings indicate
an 84% positive response from attendees.
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3.112 Increased influence and development
of investment opportunities outside
the UK are being achieved through the
good progress on the Galileo In Orbit
Validation Phase. In late 2005, the UK
secured agreement from other European
countries for the Galileo Operations
Centre to be located in the UK.

Innovation Leader: The Department is
recognised as the innovation leader
across Government, business and
stakeholders

3.113 A focal point of the Department's work
on technology and innovation is the
business-led Technology Strategy Board.
The Board published its first Annual
Report™ in November 2005 setting out
the achievements and also the plans for
developing a national Technology Strategy.
As set out in the 'Science and Innovation
Investment Framework 2004-2014: next
steps’, published as part of the recent
Budget announcement, building on its
success to date, the Government
expects the Technology Strategy Board
to play an increasing role in contributing
to the development of the Government's
innovation strategy across all important
sectors of the UK economy. The
Technology Strategy Board will have a
wider remit to stimulate innovation in
those areas which offer the greatest

scope for boosting UK growth and
productivity, and plans for it to operate
at arms length from central Government
are being developed.

Plans for 2006-07

v Establish effective networks that involve
business, Government, the research
base and global partners to improve the
UK's knowledge transfer and access to
infrastructure:;

v Increase business engagement and
demand for knowledge and innovation
through coherent and responsive
support that meets customer needs;

v Enable a world-class measurement,
intellectual property and standards
framework to create commercial
opportunities for the UK;

v Lead the innovation agenda across
Government and the regions, creating
stronger partnerships and improved
methods of engagement that enable
businesses, the not-for-profit sector,
research base and public sectors to
realize increased productivity and
quality of life;

v Monitor our progress and publish an
update in the ten-year Science and
Innovation Investment Framework
Annual Report 20086.

Figure 3.14 Expenditure on Knowledge Transfer and Innovation (Emillion)

Total 2899 313.7

af which:

Knowledge Transfar

(formally industrial exploitation of science) 1157 529 74.3 291 8.1
Technology Strategy Activities

(formally part of knowledge transfer) (8] 21.7 383 103.3 1783
Explontation of investment in the science base  48.8 76.0 B7.4 0.0 0.0
Technical infrastructure B3.7 BE.1 84,2 79.5 80.2
Space 41.7 37.0 329 329 328

92 Technology Svatey Board Annual Report 2006 Pub BOGSMEN 1/05/NF. RN 05/1768
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Ensuring Fair Markets

Introduction
Extending Competitive Markets

Corporate and Insolvency Activity Framework

Maximising Potential in the Workplace

Introduction

The Department works to achigve this
strategic objective by delivering a
framework for open markets and strong
and independent competition authorities,
by leading a strong drive to promote
competition and open markets in the EU

and worldwide; by simplifying regulation;

and by ensuring individuals have the
opportunity to contribute confidently

to their full potential. All this will help
deliver economic growth and foster
forward thinking, successful businesses.

Underpinning delivery of the Departrment’s
strategic objective are its three business

v

Modernisation fund to assist trades
unions to modernise their operations
while making it easier for workers and
employers to understand their rights
and comply with their responsibilities.

The Department is enhancing the
Corporate and Insolvency Activity
Framework by implementing a reformed
company law framewark, promoting
more efficient and effective capital
markets and improving the efficiency
and effectiveness of company
registration, compliance, investigation
and insolvency regimes.

Extending Competitive
Markets

3.114 The Department’s aim is to extend

objectives. The Department is Extending
Competitive Markets at home and

abroad by reducing the regulatory
burden on business while opening up
markets in the UK and overseas in a fair
and efficient manner. The Department
promotes higher levels of competitiveness
in Europe and is aiming to ensure that
the UK framework for competition and
consumer empowerment and support is
at the level of the best by 2008.

In striving to achieve its objective of
Maximising Potential in the Workplace
the Department is maintaining and
improving the overall level of UK labour
market adaptability and is taking forward
a modern equality agenda, for instance
by establishing the Commission on
Equality and Human Rights (CEHR).

The Department has launched the Union

competitive markets by: developing
markets both in Europe and throughout
the world: reducing the regulatory burden
on business arising from regulations;
and placing empowered and protected
consumers at the heart of a world-class
competition regime,

Performance in 2005-06

A reduced regulatory burden that
improves the business environment
and encourages enterprise and growth.
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Better Regulation:

3.115 A major Programme was established in

2005 to help deliver the Department’s
key better regulation outcome of an
improved regulatory environment for
business that encourages enterprise and
growth, including delivery of at least
£1billion of regulatory savings to
business, by 2010. For further information
on he Department’'s Better Regulation
agenda please see Annex C2.

Putting in place the framework
needed to achieve higher levels of
competitiveness in the EL:

3.116 Better regulation was a key policy

theme at EU level during the UK
Presidency, leading to significant change
in the EU’s approach to regulation.
Impact assessments with strong
competitiveness testing will now be
used throughout the EU peolicy process,
sixty-eight proposals were withdrawn
and a wide-ranging, simplification
programme was launched. In addition,
all Member States delivered their
National Reform Programmes (NRPs}
in auturmn 2005. A report on UK
Presidency achievernents against the
four original objectives can be found

at the conclusion of the Extending
Competitive Markets section.

3.117 During the enlargement process the

Department has continued to press for
compliance by applicant countries with
their existing contractual obligations to
the EU to address stakeholder concerns
regarding barriers to trade.

3.118 During the Presidency, training was
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delivered that increased EU expertise
across the Department, and further
activities are planned to ensure continued
effectiveness in EU negotiations. The
Department also held stakeholder
meetings across the country to listen to
and inform business on European issues.

Markets in the UK and overseas opened
up in a fair and efficient manner:

3.119 As reported under PSA 5, the main

lever for meeting the target is the Doha
Development Agenda (DDA) round of
World Trade Organisation (WTQ) trade
negotiations. Through the UK's EU and
G8 Presidencies, the Department
worked to maintain the profile of
development issues, with the emphasis
on free and fair trade.

3.120 The Department has also worked on a

range of European bilateral and regional
measures in particular influencing EU
policy following publication of the LK
position paper on Economic Partnerships
Agreements (EPAs). Through the EU,
the Department reached agreement in
summer 2005 to a new Generalised
Scheme of Preferences (GSP) for 2006-
15 intended to improve the preferential
market access for developing country
exports to the EU.

Minimising trade disputes and the use
of trade-defence instruments:

3.121 The Department continued to work to

reduce the cost of trade disputes and
trade-defence measures to the UK
economy, arguing for a negotiated
settlement to disagreements between
the EU and the USA over Government
support for large civil aircraft. Initial talks
were not successful, and the Department
is assisting the EU Commission in a
robust defence of launch investment for
Airbus, The UK supported action against
the USA, with other WTO members,
given its continued failure to repeal the
Byrd amendment in line with WTO
rulings. The WTO also ruled that USA
countervailing measures on privatised
EU firms, including British Steel, were
illegal. During the UK Presidency of the
EU, the Department worked closely with
the Commission and other EU Member
States to come to an agreement with




China to resolve the so-called "bra
wars", and successfully argued for the
EU 1o introduce antidumping measures
against dumped imports of farmed
salmon from Norway.

Competition Policy

3.122 The Department has overall

responsibility for competition issues
although responsibility for making
substantive decisions and enforcing
competition law falls to the UK's
independent competition regulators,
primarily, the Office of Fair Trading (OFT)
and the Competition Cormmission.

The Department used its remaining
powers to intervene on grounds of
public interest in respect of two mergers
in the defence sector, Finmeccanica’s
acquisition of the avionics and
communication business of BAE
Systems Plc and Lockheed Martin's
acquisition of INSYS Group Ltd.

32.123 The Department is responsible for

coordinating Government responses to
OFT's market studies and has responded
to recommendations regarding Care
Homes and Property Searches. Under
the Fair Trading Act 1973, the Department
implemented the Competition
Commission’s recommendations on
prescription-only veterinary medicines
on 31 October.

UK framework for consumer
empowerment and support is
at the level of the best by 2008:

3.124Please see the PSA 3 entry for further

information on both The Consumer
Strategy and other work that has
contributed to this outcome - including
Consumer Direct. The Consumer
Strategy, "A Fair Deal for All™" was
published in June 2005.

83wt gevukdocpiopics Tpdt festrategy pd
S ipaiveane i gov.ukleopiopics ovenndabiedoess. ftmlapar2005
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3.125 The "Tackling Over-indebtedness -
Annual Report 2005*" set out progress
against the cross-Government Action
Flan to minimise the number of
consumers who become over-indebted
and improve the support and process
for those in debt. The Report set out
an analysis of the latest situation,
presented progress and set out policy
priorities for 2005-06. The Department’s
pricrities included new consumer credit
legislation, the £45million face-to-face
debt advice project, a consultation on
credit card cheqgues, working in
partnership with the credit industry
to increase data sharing and pilots on
tackling illegal money lending.

3.126 The new Consumer Credit Act will
amend and augment the Consumer
Credit Act 1974 to:

v Improve consumer rights and redress;

v Improve the regulation of consumer
credit businesses and provide for better
OFT oversight; and

v Improve the consistency of the regulation
of consumer credit agreements.

Plans for 2006-07

v Progress delivery of the Better
Regulation Change Programme, to
reduce the burdens on business arising
from Government regulations;

v Use the Competitiveness Council, the

High Level Group for Competitiveness
& Growth and the Internal Market
Committee to improve business
competitiveness in the EU;

v Maintain European expertise across the

Department post-presidency;
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v Reach agreement on the Doha
Development Agenda;

v Progress implementation of the new
Consumer Credit Act and ensure greater
access to debt advice;

v Agree parameters of the Local Better
Regulation Office in preparation for
legislation and progress establishment
of the extension of the OFT's role, as
set out in the Hampton Report;

v Transpose into UK law the Unfair
Commercial Practices Directive.

Priority Action - Improving Markets Through the EU Presidency
The Department made good progress against its four EU Presidency objectives as follows:

Better Requlation — The UK Presidency helped significantly raise the profile of EU better
regulation, with the European Commission agreeing to withdraw 68 legislative proposals and
publishing a wide-ranging programme to simplify over 1,400 legal acts. The UK brokered an
agreement to promote impact assessment including competitiveness testing throughout the
EU policy-making process. In the Competitiveness Council political agreement was achieved
on the REACH Chemicals regulation.

Promoting Employment — The Department and other Government Departments helped
ensure all Member States delivered Lisbon National Reform Programmes, setting out how
they would boost growth and jobs. A deal on the Financial Perspectives ensured European
Council agreement on the Structural and Cohesion Funds, increasing the amount and
accessibility of EU development funds available to new Member States. The Department
played an important part in facilitating discussion of how European social models can be
adapted to meet the challenges of demographic change and globalisation.

Open and Sustainable Markets in an Outward Facing Europe - The UK as EU President,
represented by the Department, was instrumental in achieving a consensus outcome at the
United Nations World Summit on the Information Society and also represented EU interests in
negotiations with Russia, India and China to secure energy supplies. The Department made
substantial technical progress on key areas of the draft Services Directive and on measures
designed to promote consumer confidence.

Boosting innovation and research — The Department reached partial general appreach on
the Seventh R&D framework programme in the Competitiveness Council. The agreement will
improve the governance of the programme, make it easier for small businesses to access
research funding and ensure funding promotes excellence in research. The Department also
organised Informal Ministerial meetings on Competitiveness and Equality, and a number of
other Presidency conferences to achieve Presidency policy goals. These developed networks
between Ministers and officials, facilitated dialogue between stakeholders and the European
Commussion, and enabled Member States to share best practice solutions to common

policy problems,
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Figure 3.15 Expenditure on Extending Competitive Markets (Emillion)

I];_ I 2003-04 2004-05 2005-06 2006.07 2007-08

ll. y provision

Total 78.7 74.7 82.0 829 97.1

of which: :

Citizens Advice 22.9 239 23.8 21.4 21.4

Citizens Advice (Scotland) 21 3.1 3.2 29 29

Competition Commission 26.2 20.1 g L S 203

Competition Service 2.9 a7 4.1 3.6 3.6

Consumer Direct 3.2 14.3 16.9 0.0 0.0

Mational Consumer Council 4.0 3.8 0.0 15.0 300

Face to Face Debt Advice

(Financial Inclusion Fund) 0.0 0.0 3.9 3.7 3.7

Royal Society for the Prevention of Accidents 0.2 0.4 02 0.4 0.4

Membership of WTO 20 4.1 4.4 4.5 4.8
SITPRO 1.3 1.3 1.1 0.9 0.8

Corporate and Insolvency arising from greater transparency

Activity Framework and stronger participation.

3.127 The Department aims to promote and 3.129The Department initiated a number
deliver an effective framewaork for of research activities to improve
corporate and insolvency activity, giving understanding of the impact of corporate
confidence to investors, business and governance on business performance
other stakeholders. and to develop a corporate governance

i , network among the research community

3.128The Departrnent together with its agencies, in the UK and Europe. These initiatives

Companies House (CH) and The included the first annual Department

Insolvency Service, have a key part to corporate governance research

Figyin ensuring that:the UK's overall conference in September 2005 and the

framework for business activity supp:nrts commissioning of a series of research

productivity, enterprise and the crgatmn projects, the first of which is

of long-term shareholder value. This investigating the key drivers of good

framework needs to strike a balance corporate governance and mapping

between encouraging enterprise and recent policy responses to these.

protecting investors and other

stakeholders; and between minimising A reformed company law framework

regulatory burdens and ensurning there are minimises complexity to business and

adequate systems for ensuring transparency, other users and enables enterprise.

compliance and enforcement, : :
3.130The Department has been working with

business and other stakeholders on a new
Company Law Reform Bill to implement
the work of the independent Company
Law Review. Company law will be
substantially changed, keeping the
regulatory burden to a minimum, and
making it easier to understand and more
flexible, especially for small businesses.
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Performance in 2005-06

More efficient and more effective
capital markets as a result of greater
confidence in the framework for
corporate and insolvency activity
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The reforms rest on four key objectives:

Enhancing shareholder engagement and
a long-term investment culture;

Ensuring better regulation and a Think
Small First approach;

Making it easier to set up and run a
company, and

Providing flexibility for the future.

Details of Government proposals were
published in the Company Law Reform
White Paper in March 2005. The Bill
was introduced in the House of Lards
on 1 November 2005.

3.131 Regulations have been introduced to

give effect to the final provisions of
the Companies (Audit, Investigations
and Community Enterprise) Act. The
regulations are intended to improve
protection against corporate scandals
by strengthening the independent
regulation of the audit profession.

The regulations delegating the Secretary
of State's functions in relation to the
regulation of statutory audit to the
Professional Oversight board for
Accountancy came into effect on

5 September 2005 The regulations
requinng companies to disclose the
cost of non-audit services provided by
their auditors came into force from

1 October 2005.

3.132 Regulations came into force on 12
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January 2006 (The Companies Act 1085
(Operating and Financial Review){Repeal)
Regulations 2005 (5.1. 2005/3442),

that repeal the requirement on quoted
companies to prepare an Qperating

and Financial Review for financial years
starting on or after 1 April 2005. Quoted
companies, however, have to include

a Business Review as part of the
Directors’ Report, in compliance

with the requirements of the EU
Modernisation Directive.

3.133 At the same time as laying the

regulations, Government invited views
on whether any particular requirements
of the Business Review should be
clarified to achieve more effectively
Government's objectives. On 1 February
2006 Government announced the
decision to widen the consultation and
extend the deadline to 24 March 2006,
to ensure all points of view and relevant
up-to-date evidence on company
narrative reporting requirements are
taken into account whilst the Company
Law Reform bill is before parliament.

EU actions improve the operation

of capital markets, promote market
liberalisation in the interests of
companies and investors and reduce
regulatory burden

3.134 During the UK Presidency the

Department strengthened dialogue with
the European Commission to encourage
a review of the post 2005 EU Company
Law Action Plan and at the Corporate
Governance Conference, in Novermnber
2005 the Commission announced a
formal consultation on the medium to
long-term pricrities within the Action Plan.

3.135The Department held a number of

bilateral meetings with other Member
States in the second half of 2005 to
share the Department’s objectives for
future EU action and to identify areas
of consensus.

3.136EU action in 2005 was based on

proposals contained in the Action Plan
published in May 2003. The Cross-
border Mergers Directive, which will

put in place a legal framework for cross-
border mergers between limited liability
companies, completed the European
legislative process in November 2005, to
be implemented into national legislation
by December 2007. Political agreement
was also reached on the Directive on



Board Members' Responsibilities and
the Improvement of Financial and Key
MNon-Financial Information (Revision of
the fourth and Seventh Accounting
Directives). This Directive aims to
clarify board members’ responsibility
for financial and key non-financial
information and to enhance disclosure
and transparency. It also raises the
monetary thresholds beneath which
Member States may exempt small and
medium companies from certain
cbligations of the accounting directives.
The legislative process for this Directive
i5 due to be complete in 2006 with
Member States having twa years

to implement.

3.137 Political agreement was also reached on

the revised 8th Company Law Directive
on statutory audit. The Directive aims to
increase stakeholder confidence in the
statutory audit function and includes
requirements on education, registration,
independence, quality assurance and
independent oversight of statutory
auditors. It also sets out a process for
the adoption across the EU of International
Standards on Auditing and provides for
the regulation of auditors of third country
companies who have a listing on a
regulated market within the EU. The

Ensuring Fair Markets

Directive is expected 1o be adopted in
mid-2006 and Member States will have
two years to implement.

3.138In July, in conjunction with stakeholders,

the Department published “The UK
approach to EU company law and
corporate governance” to encourage
and assist UK stakeholders to shape
the EU agenda.

3.139With effect from 1 January 2005, all

Sources of Complaint Leading to Investigation

companies whose securities are traded
on a regulated market in the EU are
required by the European Regulation on
International Accounting Standards (I1AS)
to prepare their consolidated accounts in
accordance with IAS. Begulations came
into force on 1 October 2005 to help
ensure a smooth transition to 1AS. In
particular, these allowed companies
using IAS to continue to take advantage
of the option to produce summary
financial statements.

Improved efficiency and effectiveness
of company registration, compliance,
investigation and insolvency protects
investors, business and other
stakeholders.

O

Public 57%

DTl and Agencies 25%

Paolice and DPP 3%

Other Public Bodies and
Governement Departments 2%

Other Regulators 2%

Other Sources and Overseas
Governments 11%
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3.140 The Secretary of State has powers to

invastigate corporate malpractice where
fraud or misconduct is suspected,

where shareholders have been denied
reasonable information or where he
considers it to be in the public interest.
These investigation powers contribute to
the Department’s enforcement regime
to maintain an effective framework for
corporate activity and dealing with
unacceptable corporate behaviour.

3.141In cases of strong public interest the

Department is also able to appoint
inspectors (under Section 432 of the
Companies Act 1985) to investigate
and report on the affairs of a company.
During the year inspectors were
appointed to investigate the affairs of
the MG Rover Group and a number of
its subsidiary companies. During 2004-
05 177 investigations were completed
and 107 companies wound up.

3.142 The Companies (Audit, Investigation

and Community Interest Companies)
Act 2004 expanded the powers of
investigation into companies by
widening the scope of those who might
be called upon to provide information
beyond those directly managing or
employed by the company. Official
Receivers consider whether the conduct
of a bankrupt has been dishonest,
reckless or culpable in some way and
whether a Bankruptcy Restriction Order
(BRO) should be sought against them.
BROs can be obtained against bankrupts
for a period of between 2 and 15 years,
depending on the individual
circumstances, and have the effect of
imposing the restrictions of bankruptcy
for that period.

3.143Companies House is beginning to see

112

greater take up of electronic services by
customers as a result of its programme
to enable more documents to be filed

on line. Over 80% of incorporations and

95% of searches are now carried out
electronically, and the percentage of
Annual Returns filed electronically rose
from 4% to 38% during a single year.

It is now possible for 70% of registered
companies to file accounts electronically
by using a suitably enabled software
package: the first set of e-filed accounts
were registered in November 2005.

3.144Companies House has also taken steps

to improve the quality of information
filed which has led to a 9% reduction
in the rate of rejection of docurnents
and has developed measures to help
companies protect themselves against
the use of the companies register by
criminals to commit fraud. Companies
House has worked to raise awareness
of compliance, targeting advertising
at areas with the lowest compliance
rates and educating directors through
seminars and published guidance.

Plans for 2006-07

L4

Promoting more efficient and effective
capital markets as a result of greater
confidence in the framework for corporate
and insolvency activity arising from greater
transparency and stronger participation;

Implement a reformed company and
insolvency law framewaork which
minimises complexity to business and
enables E‘I"‘I[Efpl'iSE:

Influencing the EU Company Law Action
Plan to meet UK needs;

Improving the efficiency and
effectiveness of company registration,
compliance, investigation and insolvency
to protect investors, business and other
stakeholders.
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Total 25.2 67.5 46.7 51.6 51.6
of which:

Investor Protection 4.2 4.6 3.8 3.6 36
Financial reporting and company law 3 6.7 offs 5.0 5.0
Disqualification of Directors 15.2 30.0 33.1 39.3 39.3
Late filing penalties 28 Al 36 3.7 37
Maximising Potential in the Europe

Workplace

Performance in 2005-06

3.145 The Department's challenge is to
maximise potential in the workplace
while maintaining an adaptable labour
market and delivering a reduction in
legal complexity for business both here
and in Europe, raising the level of and
demand for skills and promoting
diversity and gender equality.

3.146 Innovation needs change in the
workplace as well as in products,
services and processes. Skills levels,
organisational and managerial ability are
important determinants of productivity and
business performance. The successful
introduction of new technologies
depends on the introduction of new
work practices. Business transformation
will not work unless the workforce are
involved and given the chance to influence
and develop new and better skills.

3.147 In the future, the UK will have to

compete more and more on the basis

of unique 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.

Presidency Project

3.148During the UK's Presidency of the
European Union significant progress
towards finding a consensus on
revisions to the Working Time Directive
was made. Member States however,
remain divided about whether the
Directive should apply per worker
{as in the UK) or per job.

Adaptable Labour Markets
Age

3.149In 2005-06 the Department continued
to work with stakeholders on plans to
outlaw unfair age discrimination at work
and in vocational training. A major
consultation on draft regulations was
held between July and October 2005
receiving around 400 responses which
helped refine the legislation. Regulations
were approved by Parliament in March
and will come into force in October
2006. The Department also provides
funding to support stakeholder bodies
to enable them to develop projects that
provide information, help and direction
for individuals in understanding their
new rights under the age regulations
and supporting the provision of practical
workplace-focused guidance.
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Work and Families

3.150 The consultation document "Work and

Families: Choice and Flexibility’ was
published in February 2005. The
document sought views on how the
employment measures proposed in the
Ten Year Strategy for Childeare could be
delivered in ways that met the needs of
children, families and employers. The
Government response to consultation
was published in October 2005 and
coincided with the introduction into
Parliament of the Work and Families Bill,
the first step towards delivery of a
number of key commitments including
the extension of maternity and adoption
pay from six to nine months, widening
the scope of the existing law to enable
those with wider caring responsibilities
to reguest to work flexibly and giving
fathers a right to additional paternity
leave. The Bill will also introduce
measures to increase statutory annual
leave entitlement to reflect the number
of permanent bank holidays, help
employers manage the administration
of leave and pay and help employers
and employees benefit from improved
communication during maternity leave.

3.151 The Bill passed its Commons stages

and was introduced into the House of
Lords in January 2006. A number of
consultations on secondary legislation
related to the Bill - on maternity and
adoption leave and pay; flexible working;
and additional paternity leave — are
ongoing. All documents referred to can
be found on the website™,

Skills

3.152 The Department, in partnership with

DAES and through the Skills Alliance,

has contributed to the continued
implementation of the demand-led Skills
Strategy. This includes the completion of
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the Skills for Business Network of
twenty-five Sector Skills Councils,
implementation of the first four Sector
Skills Agreements and development of a
further twelve, the further strengthening
of Regional Skills Partnerships and the
design of the demand-led National
Employer Training Programme to be
implemented from April 2006,

3.153 The Department, with DfES and other

partners, published a prospectus for
Mational Skills Academies with four
proposals now in the business-planning
phase. The Department and DFES have
set up a new employer-led Advisory
Panel on Management and Leadership
to identify priorities for securing greatest
impact and act as a champion in
promoting management and leadership
activity with employers.

3.154 The Department has also been working

with the Home Office and other
Government Departments to ensure
that a new managed migration scheme
is put in place, meeting the needs of the
economy, while providing the necessary
safeguards on illegal working and
settlement.

Diversity

Discrimination Law Review

3.155 The Discrimination Laww Review is

undertaking a fundamental review of the
UK’s equality legislation, with a view to
making proposals for a simpler, fairer
and clearer legislative framework that
fully respects better regulation
principles. A Green Paper will be issued
in summer 2006, as a step towards a
Single Equality Bill to be introduced
during this Parliament.
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Commission for Equality and Human Including religion and sexual orientation.
Rights (CEHR) Results will be published by mid-2006.

3.156 Legislation to establish the Commission

for Equality and Human Rights has been
approved by Parliament through the
Equality Act 2006. The new Commission
will bring an inclusive approach to the
promotion of equality and human rights
and to the enforcement of discrimination
legislation. It will draw together the work
of the Equal Opportunities Commission,
the Commission for Racial Equality™ and
the Disability Rights Commission and
take on new responsibilities in the areas
of sexual orientation, religion and belief
and age equality.

Women and Work Commission

3.157 Following a wide-ranging review of

equal pay the Woman and Work
Commission reported that women were
working below their potential, both in
terms of earnings and UK productivity.
The Department will coordinate
implementation of recommendations.

Civil Partnerships

3.158The Civil Partnership Act came into force

across the UK on 5 December 2005.
Same-sex couples can register to gain
legal recognition for their relationship
and once registered enjoy virtually all the
same legal rights and responsibilities as
married couples.

Fair Treatment at Work Survey

3.159Fieldwork for the first Fair Treatment at

Work Survey was completed in January
2006. This is the first official national
survey of unfair treatment, harassment,
bullying and discrimination experienced
by British employees, covering all of the
discrimination and equality strands,

Employment Relations
Acas

3.160Acas is an independent statutory body
funded by the Department. Its aim is 10
improve organisations and working life
through better employment relations and
its services include providing information,
advice and training on a wide range of
employment issues. Acas Advisers work
closely with employers and employees
and their representatives to resolve
problems and make workplaces more
effective. The Acas national helpline
deals with around 200,000 calls per year.
The number of unique visitors to Acas'’s
website® has risen to 2million. During
2005-06 Acas has:

v Delivered 3,000 training sessions on
employment issues;

v Processed around 100,000 actual and
potential employment tribunal claims;

v Worked with The Employment Tribunal
Service (ETS) on the development of a
computerised Caseflow Management
Systern that will yield considerable
cperational efficiencies;

v Embarked on a major change programme.
The main elements of this are
re-engineering processes, rationalising the
Acas estate and reforming the individual
conciliation procedures;

v Congciliated in around 1,000 collective
disputes.

Employment Tribunals Service (ETS)

3.161 Details of the work of the ETS and its
performance in 2005-06 can be found in
Section b, of the report, "The Executive
Agencies’.

95 Pasponsibility for tace oguality will remain with the Commission for Racial Equality unml April 2008, whean it will be ranstered to tha CEHA.
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Building the evidence base

3.162Fieldwork for the Workplace
Employment Relations Survey (WERS)
2004, the fifth in the series, was
completed in April 2005. Results are
based on face-to-face interviews with
around 3,200 managers and nearly 1,000
worker representatives across the UK,
along with a questionnaire completed
by over 20,000 employees in those
workplaces. The first findings were
published in July 2005, the dataset
made available via the UK Data Archive
in January 2006, and the sourcebook -
Inside the Workplace - will be published
by Routledge in mid-2006. WERS is a
joint project of the Department, Acas,
the Economic and Social Research
Council and the Policy Studies Institute.

3.163 Fieldwork was also completed in 2005-06
for the Maternity and Paternity Rights -
survey of Parents 2005, the second
Individual Awareness and Knowledge
of Employment Rights Survey, the third
Work-lite Balance Study employee survey,
and the first Fair Treatment at Work
Survey. Results of these surveys will be
published in the first half of 2006, and
the datasets lodged with the UK Data
Archive to encourage secondary analysis.

Employee Direct

3.164|n January 2006 the Department
introduced a new website™ to a
single, comprehensive source of
information for employees on their
employment rights and responsibilities.

Union Modernisation Fund

3.165 The Department invited applications
for the first round of the Union
Modernisation Fund in July 2005. Forty-
nine unions submitted applications to
the Fund, which is designed to support

38 warw ditect govauklemployees
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innovative modernisation projects. The
Government announced the winners in
March 2006.

Information and Consultation

3.166The Information and Consultation

Directive was implemented and came
into force in the UK in April 2005. The
legislation gives employees of firms with
180 or more employees’ rights to be
informed and consulted on an on-going
basis about general issues that affect
them. Government will continue to be a
champion for information and consultation.

National Minimum Wage

3.1670n 1 October 2006 the main adult rate

for workers aged 22 and over will rise
to £5.35 an hour and the development
rate for workers aged 18-21 inclusive
will rise to £4.45. The rate for 16 and 17
year olds above compulsory school
leaving age will rise to £3.30 per hour.
The National Minimum Wage Act has
now been in force for almost seven
years. The HM Revenue and Customs
has operational responsibility for
enforcing the minimum wage and
operates a helpline and network of
compliance teams to fulfil that role.

3.168'Success at work’,™ the Government's

strategy to protect vulnerable workers
and support good employers, was
published on 30 March. It will form the
focus of employment relations policy for
this Parliament. The document identifies
a range of work aimed at helping
vulnerable workers, including targeting
enforcement on the small minority of
employers who deliberately ignore the
law. It also sets out a review looking at
simplification of employment law and
access to information and support, with
the aim of easing business compliance.
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Figure 3.18 National Minimum Wage Enforcement Activity April 2005 to January 2006

Telephone Enguiries b2 BO92
Complaints {received) 1.819
Investigations completed 3,023
Arrears identified £2 . Bmillion
Plans for 2006-07 v Improve equality of opportunity in the

workplace and within wider society,
for example through raising the self-
employment rate of under-represented
v Detailed review of discrimination law ethnic minorities, introducing cross-

and opportunities for simplification; Government measures to address the
gender pay gap and legislating for a
public sector duty to promote gender
equality to come into force in April 2007;

v Creation of the Commission for Equality
and Human Rights;

v Work with the Department for Work and
Pensions to influence outcomes on
employment and equality issues in line
with UK policy in Europe; v Ensure that employers and those in work,

particularly vulnerable workers, are

aware of their rights and responsibilities
and have appropriate enforcement
mechanisms available to them.

v Maintain and improve the overall level
of labour market adaptability and skills,
including by using domestic regulation
to produce an increase in labour market
participation by key groups, making
progress on flexible working and
cooperative employment relations;

Expenditure on Maximising Potential in the Workplace (Emillion)

E.‘ 200304 2004-05 2005-06 2006-07 2007.08
At Outturm Outturn Working Plans Plans
&3 provision

Total 1195 118.0 1371 72.5 64.7
of which:

Employment Tribunal Service 40.0 42.1 49.0 0.0 0.0
Employment Relations Programmes 195 16 14.2 7.3 6.9
ACAS 469 45.4 h73 45.5 41.8
Equal Opportunities Commission 7.4 B.7 99 B.1 0.0
Women's National Commission 0.4 0.4 03 0.3 0.3
Equality and Gender 0.7 0.8 3.8 7.5 206
Skills programmes 4.6 36 2.5 0.0 0.0
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Secure Sustainable
Affordable Energy

Introduction

Sustainability and The Environment
Security of Energy Supply

Nuclear Security and Export Control

Introduction Recent national and global developments

Government's long-term strategy for
energy was set out in the 2003 Energy
White Paper “ Our energy future —
creating a low carbon economy”. The
challenge set for the Department was to
ensure that competitive energy markets
deliver secure, sustainable and affordable
gnergy supplies, through delivery of the
Department’s contribution to the four
goals of UK energy, reducing carbon
emissions, maintaining reliable energy
supplies, promoting competitive
markets, and making energy affordable
for the poorest households in the UK.

In the first two years of delivery against
that strategy the Department has been
able to report good progress against its
short term goals The UK remains one of
the few European countries on track to
meets its Kyoto commitment to address
climate change; and its economy has
become substantially more energy
efficient, with energy consumption
increasing by just 2% since 1997,
despite a 21% increase in GDP.

Efforts have also been focussed on
setting in place more of the foundations
for the 50-year energy strategy, plotting
the route to meet targets and putting in
place plans for the long term. A Report
on implementation of the Energy White
Paper is produced annually.

have brought increasing challenge to the
UK's energy aims, with evidence about
the adverse impact of climate change
continuing to grow; rising global fossil
fuel prices; with the UK becoming a

net gas importer sooner than expected;
and a general heightening of sensitivity
around global energy issues.

While Government remains committed
to the key priorities set out in the White
Paper, the current Energy Review will
consider whether additional measures
are necessary to ensure we make
turther progress towards our medium
and long-term energy goals.

Through its Export Control Organisation,
the Department supports Government
efforts to prevent proliferation of arms
and other strategic goods. The UK's
strateqic 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. The Department,
in conjunction with other Government
Departments, is responsible for issuing
or refusing export licences.

The Department also works to ensure
nuclear security and safety, through
supervisory and regulatory activities

to protect the public and international
safety. Substantial technical assistance
is also given to Former Soviet Union and
East European countries in addressing
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nuclear legacy issues, to reduce the
global threat posed by the potential
spread of weapons and materials of
mass destruction.

Sustainability and the
Environment

Performance in 2005-06

Greenhouse gas emissions are kept
on a path to being 12.5% below 1990
levels in 2008-2012, in line with our
Kyoto commitment and moving
towards a 20% reduction in carbon
dioxide emissions from 1990 levels
by 2010.

3.169While current projections suggest the UK

is in line to meet its Kyoto commitment,
it is recognised that more needs to be
done if it is to remain on track to meet
its more challenging domestic goal of a
20% reduction in CO: emissions by
2010. The Department made an active
contribution to the Defra-led review,
which led to the 2006 revised Climate
Change Programme. This programme
sets out a package of existing and new
policy measures across Government and
locally to try to move us closer to meeting
our emissions goals, while ensuring we
consider the impacts on competitiveness
and security of supply. Energy supply is
only one of the part of the emissions
story, and the programme also focuses
on areas such as transport, housing,
agriculture and energey efficiency, which
fall to other Government Departments.

3.170 Phase | of the EU Emissions Trading

120

Scheme (ETS) commenced in January
2005, requiring operators to start
monitoring emissions and hold allowances
to cover those emissions. In May 2005
the Phase | (2005-07) National Allocation
Plan (NAP), and individual allocations,
was published and the UK Registry

began operation-enabling operators to
fully participate in the scheme.

3.171736million allowances were allocated to

over 1,000 operators in the UK, Nearly
200 operators participating in the scheme
opened their Registry accounts later that
week. The EU ETS is set to reduce carbon
dioxide ermissions from 12,000 power
plants and other installations covered
across the EU, with LK installations
contributing reductions of around
65million tonnes of carbon dioxide
{around 8%) below business as usual
projections, by 2007,

3.172 Legal proceedings were taken to require

the European Commission to consider

a proposed increase of 20million
allowances, to the provisional UK NAP
figures submitted to them. In November
the Court of First Instance judged that
the Commission were wrong to reject
the UK’s proposed amendment, and
required them to consider the LJK's
amended plan and to make a fresh
decision on it. The Commission has
again rejected the proposed amendment
on procedural grounds and Government
Is considering its response.

3.173Following consultation undertaken in the

summer of 2005 on Phase || EU ETS
(2008-12), stakeholder responses have
been analysed and Government has
made decisions on allocation
methodology and expansion of the
scope. The UK has decided to broaden
the scope of the EU ETS in Phase Il in
light of the guidance on Phase || NAPs
from the European Commission, and
through a harmonised approach with
other Member States. This expansion
will cover additional CO: emissions
from glass, rock wool, gypsum, flaring
from offshore oil and gas production,
petrochemical crackers, carbon black and
integrated steelworks. The Department
published detailed guidance on the



Phase |l allocation methodology, and
definitions of activities following the
expansion of scope. The Department
also issued a consultation paper on
carbon dioxide emissions projections for
industrial sectors covered by the EU ETS.

3.174 Consultation on the draft National

Allocation Plan for Phase |l for the UK
was launched on the 28 March, with
views sought before 23 May. The final
cap will be decided in the summer when
Government is required to submit the
plan to the EU.

3.175 The Department has commissioned

further work on analysis of forecast
emissions for EU ETS sectors;
established a Projections Advisory
Group to improve exchange of views
and information and continues to work
to ensure competitiveness of UK
businesses is fully taken into account
when making decisions on Phase II.

3.176 Following consultation in the summer

2005, the Microgeneration Strategy was
published on the 28 March. The objective
being to create the conditions under
which microgeneration becomes a
realistic alternative or supplementary
energy generation source for the
householder, for the community and for
small businesses, The strategy includes
the Low Carbon Buildings Programsmme,
which has an £80m budget over three
years, which will help to fund the
installation of microgeneration technologies
in a range of buildings. This will
supersede the former Clear Skies and
Photovoltaic Major Demonstration
programmes, and aims to take a more
holistic approach to reducing carbon
emissions by innovatively combining
energy efficiency and microgeneration
technologies.

Secure Sustainable Affordable Energy

International

3.177Good progress was made on

international climate change measures
under the UK G8 presidency. The
Gleneagles agreement accepted the
consensus on the science behind global
emissions, and agreed an action plan
to help deliver on the agreement that
emissions should slow, stop and
reverse. The plan engaged the G8
countries, the World Bank and the
International Energy Agency. This

lead onto the first meeting of the
unprecedented Gleneagles Dialogue
where work continued on the shared
global challenge of climate change,
energy security and access 1o energy.

3.178A commitment to make a contribution

to the delivery of energy policy
objectives, as set out in the Energy
White Paper, was included in the new
RDA tasking Framewuork, within the
context of a wider commitment to
Sustainable Development.

3.179The Department has continued to

support the development and delivery
of strategic approaches to energy in the
English regions, through a seedcorn
fund of £100,000 per region. This has
been matched by the regions, drawing
on a range of public and private sources,
and has supported a number of
programmes — for example: integration
of energy into local and regional plans
and strategies; regional communications
and awareness raising schemes aimed at
individuals and businesses; supply chain
and skills development work; and local
demonstrator projects for low carbon
energy technologies, such as biomass,
low carbon buildings and hydrogen.
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Proportion of electricity produced
from renewable energy supplies is
increased, consistent with our wider
goals for affordable and reliable
energy supplies, to achieve 10%

of electricity from renewables,

at acceptable cost, by 2010.

3.180The 10% renewables target is

ambitious, but since the introduction

of the Renewables Cbligation'™ (RO) in
2002, there has been a step change in
the amount of new renewable
generating capacity coming through. In
2004, 3.1% of the UK's electricity came
from RO eligible sources, rising to 3.6%
from all sources of renewable energy.
Wind energy remains the fastest
growing renewable technology and 2005
surpassed all records for the amount of
new wind capacity installed. In June
2005, the UK became one of only gight
countries around the world to have
installed over 1,000 MW (or 1 gigawatt) of
wind capacity. At the beginning of 2006,
the UK had some 1,300 MW of installed
(onshore and ofishore) wind capacity.

3.181 Looking forward, development activity

continues at a high rate with 6,900 MW
of onshore and 2,700 MW offshore
windfarms in the planning system. In
2005, four consent applications under
the second round of offshore windfarms
were submitted to the Department. Of
these, the London Array development
has the potential to be the largest
offshore wind farm in the world,
supplying around 1% of the UK's
electrcity supply equivalent to 750,000
households. The Department also
brought forward a Research Advisory
Group to fund research into the impact
of wind farms on the environment,
including addressing concerns over
seascape, birds and navigational safety.

3.182In October 2005, E.ON UK, one of

the Worlds leading power and gas
companies, took the decision to proceed
with a 44 MW dedicated biomass power
station in Scotland. Construction of the
£90million power station, the largest UK
plant of its kind, began in January 2006
and will help create over 300 jobs. Plans
for a new 100 MW hydroelectric power
station at Glendoe in Scotland were also
given the go-ahead in July 2005. The
Glendoe hydroelectric power station will
be one of the largest conventional hydro
plants in the UK, and will generate
enough green energy to meet the power
needs of 250,000 homes. Construction
is expected to take three years
commencing in the spring of 2006.

3.183The Department’s 2010 Target Team

continues to work to address barriers to
new large-scale renewable generating
capacity in the UK. Recent successes
include the recommendations of the
Eskdalemuir study on the effects of

wind turbines on radar installations,
which will enable objections to more
than 1 gigawatt of renewable projects

to be lifted.

2005-06 Review of the Renewable
Obligation

3.184n the 2003 Energy White Paper,

Government gave a commitment to

carry out a review of the RO. The

Review was not a fundamental rethink

of the Obligation, but an opportunity to
improve its overall effectiveness. The
resulting amendments have been made
to the Renewables Obligation Order, '
which subject to parliamentary approval |
will come into force on 1 April 2006. The
key changes being made are to eligibility
rules in the area of energy from mixed
wastes and improvements to the
administration of the Obligation 1o

104 The Governmant's primany mechadmsm for supporting the develepmant of new renewabli genorating capecity is the RO. The RO (8 & markat
MECh#Em requiring alecticty suppbors 10 source 80 increasing parcontags of thes slectricily sales from olipble sowces of renawablo snengy.
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reduce the regulatory burdens on
companies that benefit from, or are
required to comply with, the Obligation.
The Review also looked at making it
easier for small generators to access the
benefits of the RO. These proposals
require primary legislation and it is
intended to use the Climate Change and
Sustainable Energy Private Members Bill
to bring these in at an early opportunity.
This would then allow changes to the
secondary legislation to be made.

Research and development is
conducted into low carbon
technologies (renewable, clean fossil
fuel and nuclear) that could play a
role in the longer term UK energy
mix, and the regime for successfully
implementing them is progressed.

3.185The Carbon Abatement Technologies

Strategy, and the UK Hydrogen Strategy
were published in June 2005, The
implementation process is underway
and expected to be finalised in 2006.

A E50million four year funding package
was announced for carbon abatement
technologies, hydrogen and fuel cells
demonstration projects. Funds are
expected to be made available as capital
grants, although the precise nature of
the scheme will be dependant on State
Aids approval.

3.186 State Aids clearance has been received

for a £50million programme of Wave
and Tidal demonstration projects. The
Department continues to work with
UK Energy Research in developing a
route map for marine R&D, including
identifying the cost reductions
necessary for commercialisation.

The Department issued guidance

to developers in November 2005 on
consents procedures designed to
facilitate the deployment of wave and
tidal energy demonstration devices.

Secure Sustainable Affordable Energy

32.187In January 2006 the Department

announced the official launch of the
UK Energy Research Partnership
(UKERP). The UKERP involves key
stakeholders such as the Research
Councils, the Carbon Trust, leading
energy R&D businesses, Government
Departments, and HEIs. The Partnership,
jointly chaired by Sir David King,
Government Chief Scientific Adviser,
gives strategic direction to UK energy
research and innovation, promoting a
coherent approach to addressing UK
energy challenges.

Numbers of significant environmental
incidents and the impacts of offshore
developments are minimised, and
regulation does not unnecessarily
burden industry or create any
taxpavyer liability to arise from
decommissioning activity.

3.188 No significant environmental incidents

were reported and all offshore
developments have been consented
only after demonstrating no significant
environmental impact. The Oil Pollution
Prevention Control (OPPC) Regulations
have been implemented and the Oil in
Produced Water Trading Scheme is
scheduled to commence in 2007.

This will allow industry to minimise and
share the costs of achieving the 15%
reduction in oil in produced water
discharges required under the OSPAR
Recormmendation 2001-01.

3.189The Department continues to implement

e-business and the programme is
scheduled for completion in 2006. An
electronic registry was developed in
house for the Qil in Produced Water
Trading Scheme, saving considerable
costs to the industry. A decision
process was agreed with industry for
decommissioning derogations — where
the footings of large steel or concrete
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structures may be left in place. This

will allow more efficient derogation
applications and transparent decisions
and offer the industry more certainty over
the potential outcome of the process.

Cost benefit analysis is fully integrated
into EU policy making and Directives
are negotiated and implemented at
least cost to UK business during
development, and subsequent post
implementation impact assessment.

3.190The Department is working closely with

Defra who lead on the Registration,
Evaluation and Authorisation of Chemicals
(REACH) Directive, a cornerstone of
Government’s better regulation agenda
and the EU commitment to sustainable
development. Initial estimates are that
costs to EU business have been
reduced by as much as €660million.

3.191 The Waste Electrical and Electronic

(WEE) Directive aims to address the
environmental impact of electrical and
electronic equipment (EEE) and to
promote its separate collection. The
Government has announced a review

of progress on implementing the
requirements of the directive. The
review is intended to ensure that the

UK achieves maximum benefits in terms
of sustainable development at least cost
to business. It involves officials from
several government departments,
together with Devolved Administrations
and the Environment Agencies. On
completion of the review, Government
expects a further consultation on draft
regulations and guidance to take place in
the spring.

3.192 The Large Combustion Plants Directive

imposes tough new limits on the
emission of certain noxious substances
and dust, which come into force on

1 January 2008, to be tightened again

on 1 January 2016. Defra lead on
implementation, but the Department has
worked very closely with industry and
the Environment Agency, who will
enforce the Directive when it comes
into force.

Businesses adopt corporate social
responsibility as part of their business
strategy, and reduce environmental
impacts from GDP growth. Businesses
adopt a Code for Sustainable Buildings.

3.193The Department’s Sustainable

Development Action Plan {(SDAP) was
approved by Ministers in December
2005, setting out principles and
highlighting areas of key importance -
Energy Policy and Use; Technology and
Innowvation; Diversity lssues and our
Operational Commitments — together with
the Department’s plans for monitoring,
evaluation and accountability.

3.194 Under the EU Presidency, a successful

Corporate Social Responsibility (CSR)
Conference was held in December
2005. The conference considered how
CSR could help drive forward progress
towards broader international goals.

It paid particular attention to the role
of financial institutions in CSR and
developed a number of themes,
including ways in which the financial
sector can contribute towards achieving
the Millennium Development Goals.

3.195 Since 2000, the number of UK

companies reporting on CSR has
increased year on year so that now the
majority of UK top companies disclose
CSR information. By 2004-05 only 17 of
FTSE 100 companies were described in
annual survey by Salterbaxter as non-
reporters. The focus is now on quality of
reporting and UK companies have led in |
global surveys in terms of quality of their
CSR reporting.

|



Plans for 2006-07

¥

Reduce greenhouse gas emissions by
12.6% from 1990 levels in line with the
UK’s Kyoto commitment, and move
towards a 20% reduction in carbon
dioxide emissions from 1990 levels by
2010, and a further reduction in carbon
dioxide emissions by 60% by 2050,
through measures including energy
efficiency and support for renewable
energy, working with Defra and DfT;

Increase the proportion of electricity
generated from renewable sources,
consistent with the Department’s
wider goals for affordable and rehable
energy supplies;

Secure Sustainable Affordable Energy

Encourage domestic and international B&D
into emerging low carbon technologies
(renewable and clean fossil fuel) that
could play a role in the longer term UK
energy mix, and progress the regime
for successfully implementing them,
including introducing demonstration

and deployment measures;

Work with the offshore oil, gas and
renewables industries to minimise the
number of significant environmental
incidents and the impacts of offshaore
developments, and regulate without
undue burden on the industry or
taxpayer liability.

Figura 3.20 Expenditure on Sustainability and the Environment (Emillion)
 provision

253 31.0 60.7 103.7 88.3
of which:
Mew and renewables Barriers Busting 0.5 12.3 8.6 8.6
‘Sustainable Energy Capital Grant 1.6 15.8 28.0 72.8 BO.8
Photovoltaic Grant Scheme 2.2 5.2 4.0 4.0 4.0
Wew and Renewables — Capital Grant
{CMF/NFFOJPIF Source) 10.4 38 10.0 0.0 0.0
Energy Efficiency R&D Fund 0.0 0.0 0.0 0.0 0.0
Other 5.1 6.3
of which:
Environmental Surveys 25 24 25 25 25
Chemicals Notification 0.5 0.9 0.7 0.7 0.7
Chemicals Notification — Appropriations in Aid 0.6 -1.4 0.7 -0.7 0.7
Consolidated Policy Studies Programme 1.6 2.7 1.8 1.7 1.7
Offshore Aerial Surveillance 0.3 03 0.3 0.3 0.3
EU Emissions Trading Scheme - 0.0 0.0 0.0 0.0
Innovation Group 0.7 09 2.0 1.5 1.5
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Security of Energy Supply

Performance in 2005-06

Well functioning UK energy markets
ensure availability of supply to meet
demand at affordable prices, through
adequate supplies of gas and electricity
to meet peaks and disruptions, with
efficient regulation of electricity
infrastructure.

3.196t is not Government policy to intervene

in gas markets or prices, and over the
long run this has given the UK low
gas prices and increased choice for
domestic and industrial customers, and
between 1995 and 2003 some of the
cheapest prices in Europe. However,
the decline in North Sea production,
increasing world prices for fossil fuels,
and an early cold spell in the winter
combined to cause an increase in gas
prices in 2005-06, and subseguently
electricity prices. In response to these
pressures, coalfired capacity carried
an unusually high proportion of the
ganerating load in 2005,

3.197 Throughout the year the Department

has worked closely with industry and
OFGEM in order to ease the effects of
high prices and maximise supplies, for
example through the work of the Gas
Prices Working Group in identifying
improvements in the operation of the
gas market, and the report on the
Forward Gas Market. Efforts have
been directed to actions such as the
maximising of gas supplies and pursuing
energy market liberalisation in the EU.

3.198In addition to encouraging domestic
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consumers where appropriate to take
energy efficiency measures, switch
gas supplier and payment method to
mitigate the effect of price increases,
Government is working with suppliers,

OFGEM and Energywatch to develop
further initiatives to mitigate the impact
of price rises on vulnerable consumers.

3.199Some price increases are inevitable as

the market works to signal the need for
additional imports as production from
the North Sea declines. The Department
will continue to support the market
delivery of new infrastructure to import
oil and gas and already some £10billion
of private sector investment is going
into providing gas to UK markets in the
next few years. In April 2005, UK and
Morwegian Energy Ministers signed a
Co-operation Treaty, paving the way for
unprecedented co-operation on North
Sea oil and gas projects between the
two countries, including the construction
of a new pipeline to the UK. The pipeline,
{Langeled South), will be operational
from winter 2006 and will be capable

of delivering up to 16% of peak UK gas
demand. The Treaty also covers the
development of any future oil and gas
reservoirs, which straddle the maritime
boundary between the two countries.

3.2000ther infrastructure being built includes

the BBL Interconnector, which could
supply up to 10% of UK peak day
demand, and should begin to come on
stream in 2006; the further upgrading of
the existing Interconnector; two major
Liguefied Matural Gas import terminals,
currently being constructed in
Pembrokeshire, and potential new gas
storage facilities. The Department has
additionally established the Gas Supply
infrastructure Task Force to identify and
tackle any regulatory obstacles to new
gas supply projects.

3.201 The Department, in the interests of

more efficient energy markets, shared
analysis with market participants - for |
example two reports were published, on !
the potential for demand side response



and on the functioning of the forward
markets in gas. These are available on
the Department’s website'”'.

3.202The Department also commissioned
work from Oxera on optimum security
of supply in a competitive market and
the results of their findings were
published in their journal Advancing
Economics in Business (Movember 2005),

UK is an influential player on the
global energy scene, working to
achieve open and liquid energy
markets and favourable conditions for
investment in energy resources, as
demonstrated by worthwhile progress
on global warming, Africa and energy.

3.203The first energy Permanent Partnership
Council with Russia was held in October
2005 and marked a significant step
forward in EU-Russia energy relations.
Member States (through the UK
Prasidency) took the lead and this
approach was commended in the
EU/Russia summit as a "model for
coopearation”. It offers a precedent for
EU relations with third countries that can
be consclidated in the new European
energy policy arising from the Hampton
Court Summit.

3.204 The Energy Community Treaty with the
States of South East Europe was signed
in October. The Treaty represents a
major step forward in bringing stability
and growth to both the EU and South
East region.

Europe

3.205A successful Energy Council, chaired by
Malcolm Wicks in December, brought
broad consensus that secure electricity
and gas supplies at competitive prices,
delivered on open, transparent and
competitive markets are crucial to

T Wbt ffeawwe dt gov. uk/fened gy publicatonspalicyfindex shimi
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Europe’s competitiveness; and that full
implementation of the second electricity
and gas directives is vital. The
Department’s efforts to promote the
development of competitive markets

in the UK, Europe and beyond have
contributed to the delivery of full
liberalisation in UK electricity and gas
markets, and the Department continues
to support the need for more effective
action by the Commission to further
ensure the development of competitive
EU energy markets.

3.206 The Department has worked alongside

other Government Departments to
improve the way in which the global

oil market functions. In 2005 the
Department used the UK presidencies
of the GB, G7 and EU to promote
international efforts to improve the
functioning of the oil market and tackle
market failures — for example in
improving data transparency, specifically
through the Joint Oil Data Initiative
(JODI), and reducing barriers to
investment — and will continue to work
with producers and consumers on taking
this forward.

UK's coal, oil and gas reserves
provide maximum economic benefit
and contribution to security of supply,
with maintenance of oil and gas
production of 3million barrels of oil
and gas equivalent per day by 2010.

3.207 Efforts on UKCS reflact the substantial

quantities of oil and gas to be produced
from under the North Sea. The
Department is working closely with
industry to ensure the UK has the best
licensing, environmental and business
frameworks to attract the investment
and activity needed to deliver this
potential. The Department’s innovations
on licensing are particularly important,
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such as the “promote” and “frontier” mothballing of 2 mines. Surface mine
licences, providing opportunities for a operators continue to struggle to obtain
wider range of companies to invest planning permission for new sites,
here. The Department has a key role especially in England, where output

in generating new activity via offshore halved from 3.04million tonnes in 2004
licensing rounds — where Naorth Sea to 1.45million tonnes in 2005. Qutput
acreage is offered up for exploration remained steady in Scotland and Wales
and appraisal activities. (7.75million tonnes and 1.23million

tonnes respectively).
3.208In 2005 the Department awarded the P v

highest number of licences in UK North
Sea history — 152 Licences in total,
covering 266 Blocks. The spread of
awards covers 70 Traditional, 76

Effects of significant disruptions to
electricity, gas, or oil {including petrol)
supplies are minimised.

Promote and 6 Frontier licences, with 3.212The Department is currently

strong competition for some Blocks. implementing a change programme 1o
17 firm drilling commitments have been re engineer the way the Department
made — the most for over a decade. The responds 1o emergencies across all 7
applications have brought in a further sectors for which it is responsible. The
24 new entrants. Emergency Preparedness Project is led

by a senior manager from National Grid
on a year's secondment, with the aim of
a well trained and committed group of
the Department’s staff available at all
times to respond effectively to crisis
situations.

3.209 The Government and industry continue
to pursue initiatives to stimulate North
Sea investrent and activity. PILOT, a
Government/industry oil and gas task
force set up in 1998 to make North Sea
more competitive, aims to maintain/
increase UK Continental Shelf (UKCS) 3.213The Buncefield fire tested the new

production so that a target of 3million emergency arrangements and
barrels of il and gas equivalent a day notwithstanding the fact that lessons
in 2010 is reached. were learned the new processes proved

to be robust. Although ODPM were in
the lead for the incident as a whole The
Department played a key role in working
with industry and across Whitehall to
resolve short-term surface fuel distribution
issues and the fuel shortages affecting
Heathrow Airport.

3.210Current exploration levels continue to
be relatively low = although 2005 UK
Offshore Operators Association
Economic Report anticipates upturn
in 2005 and next few years with a
significant increase in rig activity.

3.211Coal output fell to 20million tonnes in
2005 (down from 24.5million tonnes in
2004), and for the first time, surface
mined output (10.44million tonnes)
exceaded deep mined production
{9.56million tonnes), The latter reflected
poor performance at 7 surviving larger
mines in the first half of the year, but
the prospects for 2006 are better and
this level of production could be
maintained despite the planned

3.214The Department is engaging more
closely with the emergency
preparedness body of the downstream
gas and electricity industries, The Energy
Emergency Executive, with an oversight
committee having been formed, chaired |
by the Department and consisting of
representatives from OFGEM and
National Grid, in order to provide a direct |
link to Ministers and to direct work.
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3.215Private sector input has also been

obtained for work currently underway
on Project Blackstart, which looks at
the required technical response to a
complete power outage across the UK.

3.216 The Department led UK participation

in the response to the disruption of oil
supplies caused by Hurricane Katrina in
the USA. This involved making available
to the market some of the emergency
stocks of oil held by companies in the
LK as part of a global action led by the
International Energy Agency. This
succeeded in calming markets and
prices. However, the Department needs
to ensure that the UK system for holding
emergency oil stocks remains robust in
the long term as the UK becomes more
dependent on imports and stocking
obligations increase. The Department is
therefore consulting with industry about
proposed changes to the system,
including the long-term potential of

establishing an agency to run the system.

Consumer's benefit from the most
efficient allocation of resources and
competitive prices and terms as a
result of UK remaining in top 3 most
competitive energy markets in EU
and G7.

3.217 The project to open up the electricity

trading market in Scotland went “live”
as planned on 1 April 2005. It introduced
a single wholesale electricity market for
the UK with a single transmission system
operator independent of generation and
supply interests; a common set of
trading rules so that electricity can be
traded freely across the UK; and a
common set of rules for access to, and
charging for, the transrmission network.
For further information on competitive
energy markets please see the entry

for PSA 4 in this report.
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Department is working effectively
with DEFRA to ensure Government
is on a path to eliminate fuel poverty
in vulnerable households by 2010
Fuel poverty.

3.218 The Government's UK Fuel Poverty

Strategy Fourth Annual Progress Report
was published in Apnl 2008, providing
an update on developments and
progress made in the last year and
clarifying policies and priorities to tackle
fuel poverty going forward. There has
been a considerable reduction in the
number of households in fuel poverty,
and it is estimated that in the UK
numbers have fallen by over 4million
since 1996, down to about 2million

in 2004,

3.219Increases in energy prices will reverse

some of these reductions. Analysis of
overall effects of changes in fuel prices
and incomes, excluding consideration
of energy efficiency improvements,
suggested that the total number of
vulnerable households in fuel poverty
is likely to rise by around Tmillion
households in England between 2003
and 2006, with a proportional increase
in the Devolved Administration.

3.220The Department is also carrying out

a number of pilots in designing,
developing and delivering projects in
deprived communities outside the
main gas networks. This involves the
provision of gas connections where
economically viable, and of renewables
based community-heating projects
where they are not. Further work on the
best ways to tackle fuel poverty in the
light of rising energy prices is beaing
taken forward in the context of the
Energy Review.
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Energy review

3.221The Energy Review was launched by

PRIORITY ACTION - Security of Energy Supply

the Prime Minister and the Secretary of
State for Trade and Industry at the end
of November 2005. On 23 January the
Secretary of State and the Minister for
Energy launched the consultation
document 'Our Energy Challenge:
securing clean, affordable energy for the
long term’. The consultation ran until 14
April and had a broad scope, considering
all aspects of the energy system including
both energy supply and demand. The
consultation document set out the
energy chailenges the UK is currently
facing, and invited responses to the
evidience presented and to what should
be done to secure clean and affordable
energy for the long term,

Progress in delivering the Department’s objective of ensuring the continuity and security of
energy supply — at affordable prices through competitive markets, while minimising
environmental impacts, and delivering social objectives — has been regularly reviewed by the
Executive Board as a priority action.

This reflects the importance of reliable energy supply at competitive prices as a key condition
of creating business success. The UK has generally performed well over the last few years on
providing a dependable system of physical distribution networks and access to sufficient and
afferdable energy, with fewer unplanned interruptions to electricity supply than in any European
country except the Netherlands, and only a small number of threats to il and gas supply.

Plans for 2006-07

T
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Support well-functioning UK energy
markets 1o ensure availability of supply
1o meet demand at affordable prices to
consumer benefit:

Ensure that the UK is an influential
player on the EU and global energy
scenes, working to achieve open and
liquid energy markets and favourable
conditions for investment in energy
resources;

Maximise the economic benefit, and
contribution to security of supply, from
the UK’s coal, oil and gas reserves:

¥

Ensure that the effects of significant
disruptions 1o electricity, gas or oil
{including petrol) supplies are minimised;

Eliminate fuel poverty in vulnerable
households in England by 2010, in line
with the Government's Fuel Poverty
Strategy objective, working jointly
with Defra;

Following a period of extensive public
consultation and stakeholder engagement,
the Energy Review will continue its full
assessment of options to help the UK
make further progress towards its medium
and long-term energy policy goals.
Goverment will make a policy statement
following this assessment during 2006.
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m-u-t uu-'ﬂ m
[E whn'rm
Total 6.8 36.2 305 48 39
of which:
0il and Gas Maximising Recovery Programme 27 27 25 25 16
Other 4.1 - -
of which: 2
Offshore Geology 0.7 0.8 0.6 0.6 086
0G Competitivenass 1.2 1.9 1.4 06 0.6
0G Payment to CSO 0.0 0.0 0.0 00 0.0
UNCLOS 0.0 0.0 0.1 00 00
Delimitation Survey 0.0 0.0 0.0 0.0 0.0
Oil and Gas Gazette 0.1 00 0.1 0.0 0.0
European Energy Charter 0.3 03 0.3 0.3 0.3
International Energy Agency 0.9 1.0 1.0 0.8 08
Energywatch - pensions 0.0 0.0 0.0 0.0 0.0
Energywatch 12.0 13.2 130 13.0 134
Licence Fee Receipts -12.0 -13.3 -12.9 -131 -13:1

Nuclear Security and
Export Control

Performance in 2005-06

Export licence applications processed
promptly and accurately

3.222The licensing performance project

(JEWEL) has been implemented, except
for IT aspects which are ongoing, and
has been a major contributor to meeting
Key Performance Indicators (KPls} and
creating scope for efficiency savings.
KPls for processing of applications and
ratings have been met or exceeded In
calendar year 2005. 73% of standard
individual export licence applications
were processed in 20 days in 2005,
against a target of 70%; and 97% in

60 days, against a target of 95%. The
numnber of licences produced per officer
per year has risen from 68 in 2003 to
90 in 2005; average costs per standard
individual licence have decreased from
£525 in 2004 to £450 in 2005. JEWEL
has created a single licensing

community through the establishment
of joint management structures, joint
induction and new business processes.
More joined up IT licence application
processes are being developed through
the SPIRE project,

3.223Building on the JEWEL programme, the

Export Control Organisation (ECO) is
implementing a continuous improvement
strategy to enable it to handle the same
volume of licence applications with
tewer staff, and also to improve the
service to exporters. Projects underway
inciude a successful development of the
Smart Front End filtering mechanism, the
piloting of new procedures for dealing
with weapons of mass destruction
(WMD) end-use cases, the development
and launch of software tools to help
exporters identify the licensable status
of goods and appropriate open general
licences, the establishment of staff
training modules, and an extended
programme of training seminars for
exporters. The Department has also
deepened its dialogue with exporters.
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International Non-Proliferation
objectives are met whilst impact on
UK organisations is minimised

3.224The UK has continued to cooperate

fully with the International Atomic
Energy Agency (IAEA) and European
Commission on the application of
nuclear safeguards to the UK, and with
the Organisation for the Prohibition of
Chemical Weapons (OPCW) on the
application of the Chemicals Weapons
Convention to the UK Chemical Industry.
Reporting requirements to all organisations
have been met in full, and on time. The
Department has played a major part in
the development of new approaches

to inspections in all organisations, in
particular with the European Commission
(Euratom Treaty) safeguards framework,
as part of the UK's Presidency.

UK Muclear Component of the G8
Global Partnership Against the Spread
of Weapons and Materials of Mass
Destruction is delivered.

3.225The Department manages, on behalf of

Government, a £38.7million programme
to address nuclear cold war legacy
issues in the Former Soviet Union (FSU).
The programme is part of a G8 initiative
to reduce the global threat posed by the
spread of weapons and materials of
mass destruction and the Prime Minister
has committed up to £500million to this
work over the period 2003-13.

3.226Following on from implementing a

robust project management structure
for the programme and completion of
legal Agreements with the Russian
Federation in 2003, a major portfolio of
projects was initiated during 2005-06.
Key projects underway or completed
during 2005-06 include:

NW Russia projects at Andreyeva Bay
to make Spent Nuclear Fuel safe and
secure, dismantlement of a nuclear
submarine at Nerpa shipyard, and the
construction of a new Spent Nuclear
fuel facility at Atomflot Murmansk taking
up some £20million;

Delivery of a successful £4dmillion
portfolio of FSU nuclear security projects
by April 2006 (including the second
contribution to the USA led Pu reactor
closure project, and starting a second
security project at the Karpov Institute
early in the New year);

Recruitment of new project
management contractors by 1 April
2006. Implementation of a £330,000
project to ensure the safe and
irreversible decommissioning of the
Soviet designed fast breeder reactor
in Aktau, Kazakhstan.

3.227A detailed report reviewing progress

during 2005 and plans for 2006 was
published in December 2005: The G8
Global Partnership, progress during 2005
on the UK's programmes to address
nuclear, chemical and biclogical legacies
in the FSU. The Department prepared
and published this report on behalf of
the FCO and Ministry of Defence
{(MQOD). The document also sets out the
long-term priorities for the programme
and includes a description of the
projects underway'™.

A continuously improving framework
for effective and proportionate
regulation of nuclear safety and security.

3.228Security in the civil nuclear industry

continues to be regulated by the Office
for Civil Nuclear Security (OCNS) whose
activity is governed by the Nuclear
Industries Security Regulations 2003
(NISR 03). The Regulations are now

102 Copens of The feport and further details of propects undenvay ane vailaiie from wass gt gov ukfsnargyinuclioar Tsu
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firmly established and are providing a
coherent, proportionate framework to
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Plans for 2006-07

N ermen this vila) aciity v Process export licence appliclations
promptly and accurately and improve
3.229Director OCNS publishes an Annual the service offered to exporters;
Report on the state of security in , , )
the civil nuclear industry and ;na T ,Cmmh‘fnﬂ ] meetmg the.UI-f. : L
effectiveness of regulation™. With regard mtE.:rnatlj::r_\allnlun-pm!llferatmn obligations
to the latter, projects to criminalise e _m'ﬂ'mlslr.‘g thg wnpaci_ e
trespass on civil nuclear sites and to Utiallisnhoy SRELMGNG DUEIRes S
amend NISR 2003 are underway. v Deliver the UK Muclear Component of
8. 230\Whare required, an armad response the G8 Global Partnership Agailnst the
at nuclear sites is provided by the Civil SR of Waa.pcr}s Sixd hatenals of
Muclear Constabulary, which was Mass Destruction;
created from the UK Atomic Energy v Continue to improve the UK's

Authority Constabulary in April 2005.
The Civil Nuclear Constabulary has
consolidated its position as a stand
alone Force, complying with the
legislative requirement to hold a Police
Authority meeting in public, and
continuing the deployment of Support
Units to nuclear generating sites in
accordance with, OCNS’s requirement
to test nuclear sites’ emergency
preparedness frequently, and usually
involve local emergency services and
local Government bodies.

Expenditure on Nuclear Security and Export Control [Emillion)
- 200304 2004-05 2005-06 2006-07 200708

framework for the effective and
proportionate regulation of nuclear
safety and security.

Total 65.5 58.4 60.7 51.4 51.4
of which:

Export Licensing via Internet Service

{ELVIS) Project 0.1 0.3 0.8 0.8 0.8
Muclear support to the former Soviet Union 421 35.2 38.7 322 32.2
Nuclear Energy Agency subscription 05 0.5 0.5 0.3 0.3
International subscriptions (non-proliferation) 15.7 18.7 19.0 181 18.1
Emergency Planning Work 2.1 0.2 0.0 0.0 0.0
British Energy Crisis Team 4.9 6.0 0.0 0.0 0.0

T3 A copy of the latost report publishad in July 2005 can be viswed at hiip e dii gov ukfenargymuciadsslety/dons_raportd pol
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Managing Government
Assets and Liabilities

Introduction
Assets and Liabilities

Introduction

The Department manages various
liabilities, such as nuclear liabilities and
residual liabilities arising from the coal,
steel and shipbuilding industries. It also,
through the Shareholder Executive,
manages shareholdings in a number of
Government businesses, including Royal
Mail, British Nuclear Fuel Plc (BNFL),
the Royal Mint and CinetiQ.

The Department'’s challenge is to deliver
safe, economic and efficient management
of Departmental {and, where relevant,
Government) assets and liabilities, and
to become a centre of excellence within
Government on corporate finance issues.

The Shareholder Executive works

with Government Departments and
management teams to help Government
businesses perform better, ensuring
that Government is an intelligent and
professional shareholder. |t also has

a wider corporate finance role, for
example examining and negotiating
applications for support under regional
and industrial assistance programmes.

Assets and Liabilities

Performance in 2005-06

4.1

4.2

£1billion value enhancement across
the Shareholder Executive's six core
portfolio businesses (BNFL, CDC,
MATS, QinetiQ, Royal Mail, Royal
Mint) in the three years to March 2007.

In aggregate the value of the businesses
increased £1.7billion in 2004-05, the first
year of the three-year target. Company
financial data for 2005-06 is not yet
available.

The most significant factor was the
continuing recovery of Royal Mail
profitability in the final year of its
Renewal Flan. However, there were
also important contributions from NATS,
QinetiQ and CDC, partially offset by a
negative contribution from the Royal
Mint. Although this was a strong
performance, the £1billion target has
not yet been achieved on a sustainable
basis. All six businesses face challenges
going forward. In particular, both Royal
Mail and NATS face implementing price
reviews from their respective regulators
and BNFL has to respond to the
dernands of the new nuclear
decommissioning market.
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UKAEA Analysis of Turnover 2005 (Emillion)

Decommissioning and environmental restoration

=

_Fusion Research 'Eirﬁ !
UKAEA Constabulary 22

Chher 29 |
Total 402 i

|
m BNFL Financial Data 2005 [Emillion) |

Turnover |
Loss on ordinary activities before taxation and exceptional items !228}
Exceptional profits/icharges) 1243}
Loss on ordinary activities before taxation (471} ,
{Decrease) / Increase in cash 775

Royal Mail Group to be successful
and profitable in an efficient and
competitive postal market.

4.3 Royal Mail now faces the challenge of
competition for all its services following
Postcomm's decision to fully liberalise
the postal services market from

1 January 2006.

4.4 |n September 2005, The Department
responded to Postcomm's consultation
about initial proposals for the control

of Royal Mail's regulated prices. The
Department emphasised the need for
Royal Mail to be able to generate
sufficient revenue to enable it to present
a robust investment case to the

shareholder.

4.5 Following the publication of Postcomm's
final proposals in December 2005, the
Department worked with Royal Mail to
assess the impact of these proposals on
the company's financial position and
strategic direction. This work also
considered the structure of Royal Mail’s
balance sheet which is dominated by a
£4bn pension deficit. On 31 March 2006
Postcomm published its proposed
licence modifications for the 2006 price
control. These are subject to a statutory
notice period which lasts until 2 May 2006.
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4.6

4.7

Royal Mail’s interim results for April to
September 2005 built on the successful
return to profitability of the renewal plan.
The operating profit of £159m was up
20.5% on the previous year. General
Logistics Systems (Royal Mail's

European parcels business) almost
doubled its operating profit to £43m.
However, letters volumes were down
1.2%, dropping for only the second time

in 25 years. This resulted in a 3% drop
in operating profits on the Royal Mail
letters business against the same period

in the previous year, Post Office Limited's
operating losses were £70m. During the
year, Royal Mail also achieved some of
its best ever quality of service results.

In March 2006, the European Commission
approved the transitional financial facility
for rural post offices for a further two
years from April 2006 to March 2008.
Up to £150 million will be made ]
available each year to maintain the non-
commercial rural network. In the same
month, Post Office Limited published its
report of the findings of their pilots to
test innovative and more cost effective
ways of delivering post office service in
rural communities and the Department
announced an extension of the policy of
preventing avoidable closures of rural ,
post offices until the autumn. '
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Royal Mail financial targets 2004 (Emillion)™

.2003-04 Group profit target 42 220
2004-05 Group profit target 257 537
Royal Mail expenditure (Emillion)
| I 2003-04 outturn
Prafit and loss 537
Gross Capital expenditure 219
MNet Capital Expenditure 124
Caost of Capital Charge 191
The Shareholder Executive will clean up at the UKAEA sites. The NDA
become a centre of excellence is charged with cleaning up the UK's
within Government on corporate historic civil public sector nuclear
finance issues. legacy at its sites safely, securely, cost

effectively and in ways that safeguard
the environment for this and future
generations. In creating the NDA, our
aim is to provide a more effective
means of dealing with the legacy than
has previously existed by driving forward
greater efficiencies and through the

4.8 The Shareholder Executive has
continued to work to ensure that where
Government provides financial support
to businesses it does so intelligently,
and as commercially as possible within
the bounds of policy objectives.

4.9 In this role over the last year, the introduction of competition for site clean
Shareholder Executive led Government up. This is a significant change to our
involverment in MG Rover (an application approach to the clean up of the historic
for rescue aid), Bombardier Aerospace civil nuclear legacy in as much that for
(an application for launch investment in the first time ever there is a single
connection with the proposed C Series ‘controlling mind’ providing a national
aircraft) and Airbus (also an application strategic direction to managing the UK's
for launch investment in connection with nuclear clean up programme. And it is
the A350). a considerable long-term, resource

intense challenge — with civil liabilities
currently estimated by the NDA (and set
out in its strategy) as £35.4 billion.

4.11 The NDA has a budget of £2.2 billion;

Nuclear Liabilities

The Nuclear Decommissioning

Authority .
for 2005-06 approximately half funded by
4.10 The Nuclear Decommissioning Authority grant-in-aid, the other half from commercial
[NDA) was established on 1 April 2005 income from its productive sites. The
under the Energy Act 2004. The NDA contribution from income will probably
are now the owners of the plant and rise in the short term as DDpEr[UHi[iES
facilities of BNFL (the Magnox stations, are exploited but then fall off in the
Sellafield, THORP/SMP and Springfields), medium term as commercial units are
and took responsibility for managing progressively taken out of service.

104 Thay 2005-05 Rayal Mail Asceunts will be publishad n Mayllune. Updatad figuros will be availabia then
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4.12

138

In its first year of operation the NDA has
focused on delivering the existing clean
up plans of BNFL and UKAEA who now
act as contractors to NDA. This programme
of work was set out in its Annual Flan
for 2005-06 which followed extensive
stakeholder consultation. The NDA has
prepared its programme of work for
2006-07 as set out in its 2006-07 Annual
Plan. A significant achievement in
2005-06 has been securing efficiencies
in programme delivery i.e. more work
for less money at its sites by requiring
its contractors to effect 7% efficiency
savings. This requirement will be rolled
over to future years.

But the NDA's great achievement is the
preparation of its over arching lcradle
to grave) Strategy to clean up the civil
nuclear legacy. It should be noted that
this is the first time that the UK has
ever had such a Strategy. The NDA
acknowledges that in an ideal world its
Strategy would have come before the
2005-06 Annual Plan but in the period

from its inception to its being established

on 1 April that was not feasible. The
NDA drew up its Strategy after completing
a round of very extensive public
consultations (held August — November
2005} with site stakeholder groups,
Trades Unions, regulators, Government
Departments, Scottish Executive,
supply chain companies, and NGOs. All
comments wera considered and taken
on board where appropriate. Feedback
was overwhelmingly positive. This first
Strategy is ostensibly for 5 years although
it might be revised at the end of its first
year as the NDA gains in experience.
The Strategy provides options for: the
restoration of the NDA's sites and their
final use; as well as for prioritising
safety, security and the environment by
making the reduction of high hazards a
key NDA focus; an aspiration to deliver
accelerated clean up wherever feasible;

4.14

a competition schedule to create a
strong competitive market to achieve
value for money for the tax payer,
maintenance and delivery of skills;
effective stakeholder engagement;

and the provision of socig-economic
support for communities affected by
decommissioning and clean up of its
sites. In addition, the strategy covers
how the NDA intends to meet the PSA
targets for decommissioning, efficiency,
and competition agreed in SR04. As
mentioned above the NDA has already
achieved its efficiency gains well in
advance of the PSA implementation date.

At the end of its first year the NDA
has established itself as a key player in
the nuclear industry. It is known and
respected as an organisation focussed

on deploying innovation, and engineering

excellence in delivering the best outcome

for the UK in takling the civil nuclear
leqacy. Its core value of openness and
transparency in its business dealings
has been welcomed by stakeholders.

Coal Health Liabilities

4.15

4.16

Settle coal health compensation
claims efficiently and effectively.

The Department, in conjunction with
miners’ solicitors and the judge in
charge of the lung disease Chronic
Obstructive Pulmonary Disease (COPD)
Scheme, has continued to work with

all parties on the implementation of
initiatives to speed up claims processing.
As a consequence of two new ‘fast track’
processes, offer production more than
doubled in 2005, from 70,000 in 2004

to 150,000.

As at 19 March 2006 the Department
has made 321,000 payments under the
COPD scheme from 521,000 claims
received, with £1.8 billion paid in
compensation to claimants.
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4.18

4.19

4.20

The total number of claims received
under the Vibration White Finger (VWF)
compensation scheme is 170,000. The
Department has now settled 121,000
claims with £1.2 billion having been paid
in compensation to claimants.

During 2005 the Department’s targets
for VWEF changed to focus on the
closure of the scheme through the
application of cut-off orders with the
Court and the agreement of a Scheme
Closure Plan with Capita, the
Department's claims handlers. The
passing of cut-off dates in the first half
of 2005 for submission of Services,
Wages Loss and Group 3 claims has
enabled the Department to plan and
resource more effectively. It is hoped
to substantially complete the General
Damages part of the scheme by end
2006 and the Services part by end 2007.

In July 2005 a tender was issued for
the procurement of a new three year
claims handling contract for COPD/NWEF
commencing from August 2006.

This has been awarded to the current
contractor, Capita.

An external review of the handling

of the Department's coal health
compensation schemes was published
on 15 December 2005. Commenting on
the report, Malcolm Wicks, the Energy
Minister, said in a written statement

to Parliament:

“Given the scale of the task, it is
important that there is confidence that
the schemes are being well run. | am
therefore pleased to take from the
report the assurance that:

The administration of the schemes is
basically sound although there are
lessons to be learned about how the
schemes were put into operation;

Managing Government Assets and Liabilities

That, aside from continuing efficiency
improvements, no major changes are
needed to improve the running of the
schemes; and

That the fraud procedures in place are
appropriate.”

Other Residual Industrial Liabilities

4.21

4.22

4.23

4.24

Effectively managed the concessionary
coal scheme and acted as Guarantor
of the pension funds.

The National Concessionary Fuel
Scheme provides concessionary solid
fuel {or cash in lieu) to former employees
af the British Coal Corporation and, at
the end of 2005; there were 113,000
beneficiaries in the Scheme. Some
28,000 beneficiaries took their
entitlement as solid fuel and the
remainder as cash in lieu.

Provisions in EU and UK legislation
impacted on our relationship with the
two coal pension schemes. As a result
the Department reduced its involvement
with the governance and investrment
processes of each of the schemes.

The trusteas of each scheme have
undertaken a three yearly investment
review and are in the process of making
adjustments which marginally reduce
exposure to equity volatility, which
introduce a cash buffer to avoid the
need to sell equities in extreme conditions
but which aspire to maintain the same
expectation of investment return,

Discharged other physical coal
liabilities through the Coal Authority

The Coal Authority successfully met its
liabilities in the year. The minewater
programme is making good progress
with new schemes being commissioned.
Other hazards and property damage ansing
from the legacy of the coal industry were
made good. The mining reports service
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4.25

4.26
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continues to provide house purchasers
in coalfield areas with information about
historic, current and planned coal mining
activities.

Shipbuilders Liabilities

The Department is also responsible for
rmanaging the settlement of personal
injury liabilities arising from the former
employees of the British Shipbuilders
Corporation on behalf of the Government.
British Shipbuilders Corporation, the
former nationalised shipbuilding
company, still exists under statute even
though the shipyards were sold off
during the 1980s. The Corporation has
no active trading operations and exists
solely to meet its residual liabilities,
which relate mostly to personal injury
claims of its former employees, primarily
through warking with asbestos. These
have been settled to date by the
Corporation directly out of their current
assets, which are invested with the
Mational Loans Fund.

Following a review of the Corporation’s
liabilities, and an increased likelihood of
asbestos related claims from former
employees, the Department has taken
on the future liabilities of asbestos
related claims in line with a Minute to
Parliament in 1988, (at the time of
re-privatisation) that Government would
meet any financial obligations arising
from the Corporation in the future.

Plans for 2006-07

The Department will manage its
assets to increase value, within
the agreed policy and regulatory
framework, by:

v Enhancing the value of the Shareholder
Executive's six core portfolio companies
(Royal Mail, BNFL, QinetiQ, National Air
Traffic Services Ltd and CDC) by E1billion
by 2007 by improving the professional
management of those businesses;

v Continuing to emphasise quality of
service and efficiency delivery in these
businesses;

v Applying professional expertise to other
businesses owned by Government in
order to improve value.

The Department will discharge historic
liabilities in a just and efficient manner
that delivers value for money by:

v Ensuring that the Nuclear
Decommissioning Authority (NDA}
makes progress towards the PSA target
of reducing the civil nuclear liabilities by
10% by 2010;

v Effective management of the health and
concessionary coal schemes (including
lung disease, vibration and knee injuries
schemes) and shipbuilders liabilities.

In achieving these objectives the
Department will monitor performance,
manage risk and drive out inefficiencies
while providing a safe and quality
service. For example, the NDA will
deliver at least annual 2% efficiency
benefits from 2006-07, against its
planned programme of work.
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Py

Expenditure on Assets and Liabilities (Emillion)

o

Total Resource Del 2798 467.4 1.588.4 1,665.5 15813
of which:
Muclear Decommissioning Authority 0 0 1,282.7 1.406.3 1,323.3
UKAEA 198.9 304 112 0.0 0.0
British Energy — Historic Liabilities 0.0 184.5 186.2 195.0 200.0
Coal Authority 26.0 27.3 26.3 26.3 249
ECGD 0.0 0.0 5.0 5.0 0.0
Post Office’™ 69.3 75.8 28.9 1.8 1.8
Other 31.5 322 48.1 311 313
Total Resource AME 4,77125 -384.3 -127.9 -258.2 2522
of which:
Health claims and associated expenditure
—non cash a41.4 -315.6 -122.5 6.6 2.1
OFf which: increase/decrease in provision 664.6 -239.3 -hq.4 313 16.3
Cash expenditure
fexcluded from resowrce cost) 8943 873.2 1,160.5 979.7 531.7
Coal operating subsidy - non cash 0.4 0.5 0.0 0.0 0.0
Cash expenditure
fexcluded from resource cost) 0.0 08 0.0 0.0 0.0
British Coal Corporation External Finance
= non cash 0.3 0.0 0.0 0.0 0.0
Cash expenditure
fexciuded from resource cost) 0.0 0.0 0.0 0.0 0.0
Coal Privatisation — indemnities — non cash 0.0 0.2 2.7 -2.6 2.4
Cash expenditure
{excluded from resource cost) 0.0 0.0 7.0 25 95
Coal pnivatisation = Avenue Cokeworks
— non cash 0.0 B4 27 25 2.5
Cash expenditure
{excluded from resource cost) 0.0 0.0 7.0 2.0 8.0
BNFL/Magnox decommissioning'™
— non cash 2.638.8 216.4 0.0 0.0 0.0
Cash expenditure
(excluded from resource cost) 0.0 0.0 0.0 0.0 0.0
Managing Nuclear Liabilities
{See footnote 104 below) 1,2916 -293.8 0.0 0.0 0.0
of which:
UKAEA Decommissioning - non cash 1,281.3 2956 2427 -90.2 -101.9
Cash expenditure
{excluded from resource cost) 3056 2B8.5 0.0 0.0 0.0
UKEAE other — non cash 10.3 1.8 0.0 00 0.0
Cash expenditure
fexcluded from resource cost) 9.8 7.2 6.5 0.0 0.0

105 Figures for the Post Office include expenditure between 200304 and 200% 08 on Post Office Lid's Urban Aegeneration Progiamma :
06 Undear the Enengy Act 2004, tha MDA have taken on responsibiity for expendituea on the vl nuchess legacy, and from 2005-08 thase labilites will
featug on tha MDA batsnes shest.
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Small Business Service
Companies House
The Patent Office
The Insolvency Service

The Employment Tribunals Service

| The Executive Agencies

The National Weights and Measures Laboratory

Small Business Service

5.1

The Small Business Service (SBS)
launched as an executive agency April
2000, is included in the Department’s
gross administration cost provision.

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 to helping small
businesses. It identified seven strategic
themes as key drivers for economic
growth, improved productivity and a
wider involvement in enterprise for all.
Building on this policy framework, in
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'.

5.2

During 2005-06, the SBS has driven
forward the Government Action Plan;
funded a successful second Enterprise
Week; reviewed Government's social
enterprise strategy and agreed an action
plan to ensure that social enterprise
becomes part of the business landscape:;
developed and launched a new Small
Firms Loan Guarantee scheme, which is
better targeted in that it is strategically
focussed on start-ups and younger
businesses; completed a review of the
UK's key regulatory and administrative
processes using the World Bank's Doing
Business survey as a benchmark and
made recommendations for streamlining
and simplifying these processes.

143



DTl Departmental Report 2006

SBS Performance Against Targets

Key Performance Indicator

Increase enterprise awareness in young
people by supporting a further Make your
Mark: Start Talking Ideas campaign culminating
in a successful second Enterprise Week in
November 2005 targeted on people in a

wider 14-30 age group.

Dutturn and commant for 2005-6

Enterprise Week 2005 was held from 14-20
November. Please see paragraphs 3.02 and 3.03
for further information.

Continue to support and promote social
enterprise by completing a review of
Government’s three-year strategy by July 2005,
and establishing future priorities for action.

An independent review of the Government’s
social enterprise strategy was carried out in 2005.
Please see Paragraphs 3.04-3.06 for further
information,

Increase the availability of risk capital for high
growth potential businesses, by launching a
pathfinder round of Enterprise Capital Funds
within two months of EU state aid clearance
being obtained.

Following clearance from the European
Commission in May 2005, the competitive
bidding round for fund managers seeking to
operate a 'Pathfinder’ Enterprise Capital Fund
{ECF) was launched in July 2005. Flease see
paragraphs 3.26-3.28 for further information.

Hold a conference on risk capital in October
2005 as part of the UK's EU Presidency to
highlight the importance of risk capital for
small businesses with growth potential, and
explore ways of increasing its availability in
the UK and elsewhere in the EU.

The successful Risk Capital Summit was held

4 and 5 October 2005 attended by over 250
delegates from the EU, USA and Asia, Please see
paragraphs 3.22-3.23 for further information

Work in partnership with the RDAs to focus
the Business Link service on information,
diagnostic and brokerage services, and further
improve on current levels of Business Link
market penetration and customer satisfaction
by April 2006.

Working in partnership with the participating
lenders a simplified strategically targeted and
more consistently available Small Firms Loan
Guarantee (SFLG) was introduced on 1 December
20056 to reflect the recommendations of the
Graham Review. See paragraphs 3.24-3.25 for
further information

Encourage female entrepreneurship by
implementing recommendations being made
by the Women's Enterprise Panel to increase
the proportion of women-owned businesses
by March 2006, and take decisions on whether
to establish a National Women's Business
Council by July 2005.

Implementation of the Women's Enterprise
Framework and the Women's Enterprise Panel
Action Plan is well underway. For more
information please see paragrah 3.18 and 3.19.

Woaork in partnership with the English Regional
Development Agencies to focus the Business
Link service on information, diagnostic and
brokerage services, and further improve on
current levels of Business Link market
penetration and customer satisfaction by
April 2006.

From April 2006, Business Link's job is to provide
impartial Information with Diagnosis of customer
needs and brokerage to other service providers,
opportunities and products from the public,
private and voluntary sectors. For more
information on business link please see
paragraphs 3.31-3.33.
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Improve small business access to public
sector procurement and R&D opportunities
by launching a Supplier Route to Government
weh portal by October 2005, and
re-invigorating the Small Business Research
Initiative so that more Government
Departments are meeting the target of
procuring 2.5% of their R&D from small and
medium size businesses by March 2006.

The Executive Agencies

SBS Performance Against Targets (continued)

Cuatturn and comment for 2005-6

All Government procurement opportunities
fincluding R&D) will be posted on a new
Governmeant website, Supplier Route to
Government 2 (SRG2).Please see paragraphs
3.08-3.09 for further information.

Complete a review of the UK's key regulatory
and administrative processes using the World
Bank's Doing Business survey as a benchmark
and, with the Small Business Council, make
recommendations on the scope for
streamlining and simplifying these processes
by January 2006.

Completed. Recommendations on streamlining or
simplifying proceduras have been discussed with
the responsible Departrments and Agencies.
Suggestions have been included in the SBS's
input to the 2005 Pre-Budget report and Budget
2006. In some instances guestions have arisen
about the accuracy of the data used by the Doing
Business report and queries have been raised
with the World Bank. The project has also raised
the profile of the Doing Business methodology
with Departments and has encouraged them to
consider streamlining procedures with small
business in mind.

Increase the SBS's influence on small
business issues within Government, across
the regions and internationally by building
our capabilities as a source of expertise,
leadership and challenge.

Independent analysis from a survey of
stakeholders found that 11 out of 12 of the
stakeholder groups agreed that the SBS
understands the small business environment and
since the SBS was established, Government's
understanding of the small business environment
has improved, This is further supported by

case study evidence. SBS has run a central
development programme for all senior staff
including workshops, action learning and
seminars to improve leadership and influencing
capabilities and ansure that knowledae is

shared effectively.
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i
SBS Service First Performance |
e 200304 2004-05 . 200506

100% of visitors seen within 10 minutes s
of agreed appointment time. 100% 100% 95%
100% of correspondence answered

within 15 working days of receipt. 100% 100% 95%
Emillia 2004-05 200506 200607 200708
Administration costs 18.1 12.0 11.0 11.0 §
Programme 170.8 166.8 169.6 169.5
Capital 364 17.0 52.0 61.0

Companies House

5.3 Companies House is continuing to
transform the way it operates, with » |
the emphasis on moving from an
organisation which handles millions of
paper documents to one which has fully
electronic processes to help customers
file and access information about
companies. The Department is well on
the way to achieving this, with more
than B0% of incorporations and 23% of |
all documents being filed electronically.

This year the Department has been

working to help customers see the ,
benefits of using these services in terms of {
the speed, lower cost and greater security |
that they can offer. Companies House
operates a trading fund with its expenditure
covered by the fees it charges.

m Companies House Financial Performance 1

Income 56.9 B68.4 63.0
Expenditure’™ 54.8 61.2 70.3
surplus 21 72 (1.3)

107 Expenditung nas been afusted 1o fake sccount of restrociuning oost nol inetast payablafrecehabie and alsa the dividend on averape capital amployed,
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Figure 5.5 Companies House Performance Against Targets

: Outturn
Take up for electronic submission 'lhrglrt , MNew Mew 15% 35%
of documents by end of March Outturn 11 9% 28%
Combined Compliance rate for Target New New 92% 92%
JAccounts and Annual Returns Outturn 91.2%
Capture Data Accurately Target O8% 96 5% 96.5% 97.5%
Outturn 96% 95.1% 97% 97.9%
Image Quality Target 98%, 98% 98% |  99.5%
Outturn D45 | 97 % 99% | 89.7%
Companies House Direct and Target 98% | 98% 98% 99%
Webcheck services available: Outiuen 98%,| 28% 99% 99 2%
2002-03 - 2004-05 | :
Mon-Fri 7am - Bpm
2005-06 Mon-5at 7am — midnight |
| !
WebFiling service availability ;Targat MNew NEW? 98% 99%
2004-08 Mon-Fri 7am - 8pm Outtu ' 989, |
2005-06 Mon-Sat 7am — midnight il ! Soiliy
|
% Enablement of documents Target Newv Meaw | New | 80%
ﬁ,‘Ubﬂ"lllﬂﬂd online tl"." March 2006 Outturn | i 84 5%
Reply to all Chief Executive cases | Target 100% 100% | 100% I 100%
frorm MP's within 10 days or receipt Outturn 100% 100% | 100% | 100%
Has_m-lva complaints within target Target 96% 97% 897% 97%
period Outturn | 98% 97% 98% |  98.9%
|
Customer satisfaction survey Target | >80% >80% >82% >85%
lquarterly) Outturn | 80% B5% B6% 85.9%
Payment of bills in 30 days or Target 100% 100 % 100% 100%
agreed terms Outturn 99.6% 100% 100% 99.7%
|
‘For 2007-08 reduce compared Target New! MNew Mew 10% for
o 2004-05 the unit cost of the | 2007-08
-range of transactions covering Outturn |
registration, company search |
and active register size
. |
‘Reduce real unit cost of Target 3%| 3% 3% | Discontinued
processing/document registration | gutturn 39| 4.9%| 4%
eompared with previous year
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Companies House Performance Against Targets |

For the five year period from April | Target Mew
2004 to March 2009 to achieve a
return averaged over the whole b years

period (in the form of surplus before | outturn
interest payable/ capital and

reserves)
Achieve taking one year with Target | 6% | 6% 3.50% | Discontinued
anather an average annual rate of iﬂuﬂurn ' a9y 99 4 50%

return loperating surplusfaverage |
net assets x 100%)

The Patent Office

5.4 The Patent Office is a Trading Fund and
as such its expenditure does not feature 2
on the Department's Request for
Resources. It is required to service its
debt and pay a dividend, and its annual
adrministration costs are entirely covered
by fee income. The Patent Office is
working to a Ministenal efficiency target
of increasing output relative to
expenditure by 2.5% a year. It has a 3
second efficiency target, set in the
Department’s Efficiency Technical Note,
of reduced total current expenditure
on the operations of the trading fund
compared with the baseline of the
Corporate Plan for 2004-05. The Office '
is also working towards other '
challenging customer service standards
and Ministerial targets.
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Figure 5.6 Patent Office Performance Against Targets
ST [ TARGET: 200304 2004-05 2005-06
A e i S e
= Outtum
To pay bills within 30 days of receipt of goods or | Target 100% 100% 100%
services or a valid invoice, whichever 15 the later Actual 98.6% | g9 7%, g9 09
To reply within 10 working days to all MPs' Target 100% 100% 100%
letters delegated to the Chief Executive Actual 100% 100% 100%"*
Efficiency targets: 1. Target 2% 2% 2.5%
1. Qutput f expenditure* Actual 26% 1.5% F2%™
2. Expenditure reduction® 2, Target /A N/A | -E1.3miillion
Actual MN/A N/A |-£2. Tmillion®**
additon to those lsted in the previous table the following targers have been set for The Patent Office
Ta increase performance year on year so that Target 90% 75% | Discontinued
890% of search reports are issued within six Actual £9.64% 86.79%
months of request by 2005-06
To be issuing 90% of search reports within Target N/A N/A 90%
5 months of request by the end of the year, Actual 80.74%"
To grant 90% of patents within 3 years of request | Target 90% 90% 890%
Actual 89% 91 % 96%"
To register 90% of correctly filed design Target 90% 90% 80%
applications, to which no substantive objections | Actyal 95 5% 97 5% 99 5%
have been raised, within 3 months of the date of
application
To register 90% of processed trade mark class Target 90% Discontinued
applications, to which no substantive objections | Actual 98 5%
are raised or oppositions filed within 9 months of
application
To reduce to an average of 39 weeks the time Target 100% Discontinued
taken to issue a decision in trade marks inter Actual 100%
partes cases once the case is ready
(29 wihs)
To reduce to an average of 26 weeks the time Target MA, 100% 100%
taken to issue a decision in trade marks inter Actual 100%
partes cases once the case is ready
26 weeks | 27 weeks'
To publish details of progress towards key Target 100% 100% 100%
milestones in the UK and International policy Actual 100% 100% 100%*
development in the Annual Report and on
our website
| Establish a baseline and metrics for IP awareness |Target MNfA N/A 100%
and a target for 2005-06. Actual To be
determined
at year end
149



DTl Departmental Report 2006 '

Figure 5.6 Patent Office Performance Against Targets (.
& Durrm 23 &t 31 Deaosrbar 2008
t achusl edficieney allocied By cuslare demare mvoly nwar San pian, greaser than orignaly planned eflectvenass ot reducing werk backiogs, snd resuibng nesd 10 [

teduos slall kevels with AEsocaled CoBhS asd el SutDyts

= Increase endput o PElabo. B0 e dxpindeiung Dy BN Svonege oF 8t Ieaet O Dor yEar Over @ iing J-yeaT penod Fram 200506 2. 5%, | yanr rosult 88 the Bk rineng ol a

nivy J el paracsd
i Fubfahed ENicsargy Tachnical Rote Deeget: redisced botal sapendiune on pemiions compansd wath 200408 Corporebs Plan basslins

a Forecast for 200800

Figure 5.7 Patent Office financial performance

2004-08  2005-08 m m

prowvision '.
Income 54.3 554 B55.4 55.9
_gxpenditure* 423 484 49.6 L |
Surplus 12.0 7.0 58 2.8

3 hater Evpamndityrgcia nol of nberest recaisabia, snd suplis is profit bofore interest payshle ond deidend

B Deaf hinansal plans — mdy B Subedct 10 changs Defars Mniitensl sops ol

The Insolvency Service implementation of the insolvency
reforms contained in The Enterprise Act
2002, which came into force on 1 April
2004. These reforms include the move
to a net controlled regime from 2004
and the introduction of the new
enforcement output of Bankruptcy

Restriction Orders.

m Insolvency Service performance against targets

5.5 The Insolvency Service operates under a
net control regime but is funded by the
Department in respect of its work on
investigation and enforcement and the
development of insolvency policy. The
key issues for The Service are the

Hold initial meeting of creditors Target 97.0%

within 12 weeks Outturn 97.3% |

Report to creditors on assets and Target 98.0%

liabilities within 8 weeks Gt 98.4% :

Complete Case Administrations Target 28,500 26,000 | Discontinued | Discontinued
Qutturn 30,328 28,907 | Discontinued | Discontinued

Number of prosecution reports Target 1,174 Discontinued | Discontinued | Discontinued

sutmitted whers thers Is-avidence | ojsttum 1,097| Discontinued | Discontinued | Discontinued

of criminal behaviour r
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Insolvency Service performance against targets (continued)

i w | TR e A . m A R & _; .-
B o R [ = K L'h.lhu'n
Number of proceedings brought Target 1,575| Discontinued | Discontinued | Discontinued
in the public interest for the Outturn 1,775 Discontinued | Discontinued | Discontinued
disgualification of directors of
failed companies
Contain the unit cost of case Achievement | 2 Year Target +1% | Discontinued | Drsoontinued
_administration at +1% ** £.29
Contain the unit cost of Achevement | 2 Year Target +10% | Discontinued | Drecontinued
investigating cases at +10% ** | +3.9%
Percentage of user satisfaction as iﬂ‘ﬂg&l Mewy B86% | B2% B84
measured by the USI | Gutturn 87.9% 8E% 84%
The average time of concluding Target New 24| 22 22
Disgualification proceedings months | o ttum 774/ 75 75
Percantage of disqualification cases
concluded in:
30 months - 86% Achieverment New B80.8% | Discontinued | Discontinued
£4 months - B0% Achievernent Menw 54.4% | Discontinued | Discontinued
Action invoices for payment ,
30 days - 100% Achievernent New 99.1% 999, 09 %
20 days — 97% 05.8% 25%
Action Insolvency Service Account | Achievermnent New 97.4% 97.6% 98%
_payments within 4 days — 98%
Action redundancy payment claims | Target BO% 82% 90% 92%
within 6 weeks and within 3 weeks | Outtum 86% 89% 92.5%
Target New New New 70%
Clutturn
 Maintain the level of open insolvency | Achieverment | New New 89.8% | Discontinued
cases at <12 months input
Reduce the case administration fee |Achievement | New New | 2 Year Target £1,625
by 1 April 2006 to £1,600
Reduce the company administration | Achievement Mew New | 2 Year Target £1,950
fee by 1 April 2006 to £1,920
Increase manpower productivity of | Achievement New| New 13% | Discontinued
processing redundancy payment |
claims by 11% .
- Reduce the cost of Policy Achievernent New Mew 10% | Discontinued
gmrk by 9%
Reduce the cost of enforcement Achieverment Meww MNewvy 15% | Discontinued
activity by 4% |
Establish a new benchmark unit Achievement MNew Mew | 2 Year Target
cost for post Enterprise Act -15.4%
enforcement activity in 2004-05
and then reduce that cost by
March 2006 by 25%
Increase enforcement activity Achievernent New New | 2 Year Target 38.3%
~ dutputs in 2005-06 over the 2004-05
_baseline by 41%
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Insolvency Service performance against targets (continued)

Retain accreditation from Achievernent New New Achieved | Achieved
Charter Mark — summer 2004 Achieverment New Mewr | 2 Year T.=.urg«etIi Achieved
Investors in People January 2006

Reduce the costs of the Achisverment Mew Mew | 2 Year Targel 9.2%
accommodation and procurement

functions by 8% over two years

Increase the level of public Target

confidence in The Service's Cuttum NHWH MNew MNew 64.75%
enforcement regime

== Thase incroases mefloct pland ity The Sansos ta mvost in nloemetion fechaalogy and siall resources 1o propane bor the Enberpedge Bill This mwestmant is expeciod 1o bad 05
o it eeluction e unt copis over @ fmepear pariod

Figure 5.9 The Insolvency Service Financial Performance

mmm

Income * 8.1 1!]1.'[.'! 119.8 134.2
Administration Costs 10.5 10.7 10.7 10.7
Programme * ** 94.4 1109 163.6 176.8
Met Funding *** 286 35.0 53.6 51.6

" Workioad = ashimated a1 52,300 & 0A06. 55400 & 0507 and 73,500 in 07/08
¥ includes sosts |or Cornpanses (rvestigation Branch froem 1 Apod 2008,

** Mot lundng sachidan surphs [en incoma camad forward which & red availablo or imeastigatesn, anlercemaent and poicy costs

Figure 5.10 Redundancy Payments
Emillion

Payments 2173 2890 255.0 265.0
Receipts 30.8 280 26.0 26.0

The Employment Tribunals Service 5.7 From 1 April 2006 the ETS will become
part of the DCA's Tribunals Service
Agency. Further information is available
via the Tribunals Service website'™ from
1 April 2006,

5.6 The Employment Tribunals Service (ETS)
IS & gross cost controlled Agency, which
provides administrative support to
The Employment Tribunals and The
Employment Appeal Tribunal. The
number of claims made to the tribunals
has increased during 2005-06 and the
cases continue to increase in complexity.
Despite this, user satisfaction remains
very high.

108 woarw. Liunats, govuk
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Figure 5.11

The Executive Agencies

ETS Performance against targets

20208 200504 | 20008 | 2508 | 200807

98683 115042 86181, 100000, 89000
Tribunal claims | =¥
Registered Appeals to The 1170 1235 885 80O |
Employment Appeal Tribunal
Percentage of Single ETS Target 75% 75% 75% 75% 75%
cases 1o a first hearing within | Axtuals 74% 81% 879, 795,
26 weeks of receipt
Minimum to be achieved by | Target 65% 65% 65% 65% 659%
all offices in relation to Actuals 45% BE% 67% 555,
above target
Femenraa_ge_ETS decisions Target 85% B5% | 85% 85% 85% i
issued within four weeks of | acyja)s 86% 86% 87% | 87%
the final hearing
Percentage of Employment | Target 85% 85% 85% | 85% |  85%
Tribunal users satisfied with | Acyyia1s 959 97% 95% |
the services offered by ETS f
F’ar_cantage of appeals to EAT | Target 90%| MNew Target| New Target | New Target |
registered for a preliminary | acyyas 92%/| Introduced| Introduced | Introduced |
hearing ready for listing
within six weeks '

I

Percentages of appeals to __'i'_a_r_get 75% | Mew Target | New Target
EAT 10 a first hearing within | Actyals §7% | Introduced | Introduced
39 weeks of receipt
Parcentages of appeals to fTarget 75% 759% 75% 75%
EAT to a first hearing within | 4 1uais 93% 93% 97%
26 weeks of receipt | .
Real terms reduction in | Target 3% 3% 3% 3% 3%
Employrment Tribunal Actuals A1% i .73 49 |
Administrative unit costs

Unfair dismissal 26% 23% 26% 21%

Unauthorised deductions 23% 22% 24% 17%

Discrimination

{Including Equal Pay) 14% 16% 18% 19%
~ Other 37% 39% 32% 43%
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Emillion 200304

Admin Cost 273 278 273 28.8 28.2
Programme Cost 42.9 421 41.6 45.1 46,1 .
Capital 1 3.4 3.2 3.6 0.6
The National Weights and Measures has proved very successful. Furthermore
Laboratory the Laboratory has developed its core

function as a UK centre of excellence for
legal metrology by agreeing a memorandum
of understanding with Ofgem to take
over responsibility for regulation of gas
and electricity meters from 13 April 20086.

5.8 The National Weights and Measures
Laboratory (NVWWML) operates under a
net running cost regime. It is free fo
increase expenditure in line with
workload provided that this is recovered

by receipts. In 2004-05 NWML met 5.10 The Laboratory has taken on responsibility
seven of its eleven targets. The current for enforcement of the RoHS

set of targets provides a balance of Regulations under a memorandum of
financial, efficiency and customer understanding with the Department. |
focussed targets. This builds on NWML experience of {

regulatory enforcement generally.
5.9 In 2005-06 NWML adopted a new g b g Y

business strategy of focussing en its
core business and organic growth. This

Figure 5.14 NWML Performance Against Targets
$

07Performance Against Koy Targets R
To break even in the I&E .Targel (1] -310 -35 105 o B
SECOUHE Actual 85 -90 -56 -10 40
1

To meet the net RfA target | Target 170 |Discontinued

| Actual 100 i
Ensure that total overhead Target (x) 55% 58% 55% 55% [Discontinued -
casis MR l0es thanck oft = bl 54.4%|  56.3% 59% 58%
1otal costs
_Cnﬂ"IpI_Eti:_m of x% calibration | Target (x) 95% 95% 95% 95% 95%
Lﬂnb;a*ﬁ'ggr:;@;:;gidiﬁ Actual 962%| 97.3%| 95.8% 90% 96%

pletion

of less than z days Target (z) Nfa 14 14 14 13

Actual Nfa 10 9.6 10 10

| Number of 18 18 18 18 18

| Days ly)

|
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The Executive Agencies

Figure 5.14 NWML Performance Against Targets (continued]

: ¥ {Li orecas
To complete all type approval | Actual 100% 100%
work (new patierns, variants, Target 100% 100%
amendments, renewals, b oA
additions, Test Certificates, EDum e 45 42
& OIML Certificates of ays (x)

Conformity within x
working days
Completion of x% European Targe'i (%] 95% a5 9% 100% 100% 100%
type approvals jobs in y Actual 100% 97% 100% 1 1
working days. From 2003/04 N u:: ; Lot L
this has been extended to all | J4M%! © &8 =0 ) il 4
type appraval jobs ays [y
Achieve an average Target (x) 30 30 25 25 23
completion time of x working | actyal 29 a5 23 15 5
days or better for European
type approvals
.E:.uhievﬂ an average completion | Target (x) N/a Nfa 35 35 32
time of x working days or Aetual 18 20 20
better for UK type approvals
To meet x% milestones by | Target (x) 70% 72% B0% 80% 80%
their due date in the work | Actyal 758% |  80% 79% 82% 91%
programme agreed between
the NMSPU and NWNIL
Achieve a customer rating of | Target (x) 95% 95% 95% 85% 95%
X% or more for NWML's Actual 95% 959% | 98.9% 98% | 98.9%
provision of services
To increase non-DTl income | Target (x) 7.5% |Discontinued
by x% Actual -16%
In respect of approved Target (x) N/a N/a 95% 80% B0%
verification to complete the | axyal 50 % 100% 100%
evaluation of the application
and supporting documentation
within 30 days of receipt for
at least X% of applications

155












Managing the Department

Introduction

Governance

Setting and Delivering Priorities
Corporate Services

(i) Leadership People and Skills
(ii) Working in Partnership

(iii) Organisation and Systems
Corporate Communications
Legal Services

Delivering Efficiency Targets

Introduction

The Corporate Centre of the Department
enables the Department to deliver its
objectives and its purpose of 'Creating
the conditions for business success; and
helping the UK respond to the challenge
of globalisation’.

Delivering this Strategy requires a high-
performance workplace with a strong
focus on delivery. To help provide this
the Department has put in place a
governance system and high quality
support services. We are committed to
transforming and continuously improving
our internal processes and services

s0 that they effectively and efficiently
meet the needs of their internal
customers and support the delivery of
the Department’s strategic objectives
and priorities.

Governance

6.1

The Department’s governance system
{i.e. how we make corporate decisions)
was reorganised in March 2006 to that
shown below. The new structure aims
to; clarify the roles of the board/
committees and the relationships
between them; make more effective
use of Independent Board Members to
challenge, advise and increase transparency:
use committees to take some decisions
at that level and, in other areas, consider
options and refine information befare
presentation to the Management Board,
push decision making down the
organisation; and encourage corporate
behaviour.

DTl Governance Structure

Management Board

Secretariat
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The Management Board

6.2

B.3

160

Under the new structure it is the role of
the Management Board (formerly known
the Executive Board) to provide corporate
strategic leadership and, specifically set
the Department’s strategic aims within
the framework set by Ministers, agree
the Business Plan, ensure resources

are in place to deliver the Department’s
objectives, monitar performance against
those objectives and enhance the
Department’s capacity to deliver. It is
chaired by the Permanent Secretary, and
includes: all Directors General, Group
Chief Executive UK Trade & Investment,
and four Independent Board Members.
This Board is supported by the three
other Departmental Committees shown
in Figure 6.1 above.

The Departmental members of the
Management Board (with effect from
June 2006) are:

Sir Brian Bender Permanent Secretary

Andrew Cahn, Chief Executive, UK
Trade & Investment

Anthony Inglese, Solicitor and Director
General Legal Services Group

Hilary Douglas, Chief Operating Officer

John Alty, Director General Fair
Markets Group

Keith O'MNions. Director General of
the Ressarch Councils

Mark Clarke, Director General Finance
and Strategy Group (in post from
June 2006)

Mark Gibson, Director General
Emterprise and Business Group

Matthew Hilton, Director of Strategy
and Communications

Vicky Pryce, Chief Economic Adviser
and Director General Economics

Willy Rickett, Director General
Energy Group.

The four Independent Board members are:

Crawford Gillies Senior Adviser, Bain &
Company Inc, and Former Chairman of
the CBI London Region

Mary McAnally, a member of the Board
of the South East of England Development
Agency and Former Member of the
Cultural Consortium for the South East,
Chairman of Sport England South East,
Member of the Board of Sport England,
Director of Media Local Solutions Ltd
and a Member of the Committee for the
All England Club

Fields Wicker-Miurin, Co-Founder and
Partner of Leaders’ Quest, Non-Executive
Director of Savills plc, the Carnegie Group,
the Royal London Group, CDC Group ple
and Governor, Kings College London

Dr Brian Woods-Scawen, Chairman of
West Bromwich Building Society and a
Member of the Committee on Standards
in Public Life, formerly Chairman of
PricewaterhouseCoopers

Setting and Delivering
Priorities

6.4 Work on setting and delivering priorities

aims to identify the Departmental strategic
priorities based on sound evidence and
sets out in the Business Plan the
activities and actions to deliver these
priorities. Performance against these
plans is measured through a rigorous
performance management system,
monitored by the Management Board.
The overall aim is to ensure processes
and systems are in place to enable the
Department to plan, deliver, monitor
and evaluate strategic priorities and to
continue to enhance a comprehensive
evidence base.
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Performance in 2005-06

During the year the Department has
built on the priorities and principles in
the Strategy, and the actions identified
in the Five Year Programme. As well as
developing a strategic approach to the
2007 Compreheansive Spending Review
the Department has refined its Staternent
of Purpose and initiated the "DTI 2020"
project which aims to identify how the
Department may look in 2020, including
its future role, policies and spending
priorities. The Departments ability to
deliver its policy commitments has been
enhanced by the full implementation

of the Project Pool, enabling resources
to be allocated more flexibly 1o its
priority projects.

Plans for 2006-07

¥

Continue to ensure strategic priorities
are based on a compelling evidence
base and appropriate risk assessment.

Ensure that there is a co-ordinated
approach across the Department to the
2007 Comprehensive Spending Review
against the backdrop of the 'DT| 2020°
project.

Work to distribute resources to areas
that maximise the delivery of the
Department’s objectives while ensuring
robust monitoring and evaluation

of delivery.

Implement the revised governance
structure.

Corporate Services

-Etﬁ

The Department’s central directorates
work in partnership with other Groups
to help achieve the Department’s
objectives, by providing the internal
services and infrastructure required in a
streamlined way to make the best use
of resources. The central directorates
are also responsible for providing

Managing the Department

professional leadership for change within

the Department, driving this forward through:
continuous improvement and strategic
investment in internal systems and processes
that deliver greater professionalism and
cashable efficiency savings.

(i} Leadership, People and Skills

6.7

The Department’s people strategy

is to build a high performing workplace
that people want to join and are proud
to be a part of while maximising the
contribution everyone makes to the
delivery of the Department's Business
Objectives. Strong leadership and
effective management in the Department
is vital to ensuring that both individual
and team performance improves, and
personal and career development
enhanced.

Performance in 2005-06

6.8

6.9

Leadership is a key consideration in
selection for promotion. The Department
has extended its investment in leadership
by introducing a new developrnent
programme for people just below Senior
Civil Service level, with around 800
people participating in the programme
s0 far.

The Department has reviewed its
assessment criteria for recruitment to the
Senior Civil Service, focusing on evidence-
based policymaking, communications skills,
strategic thinking, managing people and
financial and project management, ensuring
better alignment with cross-Whitehall
Senior Civil Service competencies and
the new Professional Skills for Government
framewaork. In addition the Department
has increased its investment in learning
and development, targeting the
Department's key priorities, including
improved business credibility, better
policymaking and project management
capability.
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6.10 The Department has commmenced the 6.12 The Department's staff appraisal system

implementation of the Professional Skills has been enhanced so that in addition
for Government (PSG) programme. The to half yearly and end of year reviews,
implemeantation plan and communications best practice is now that managers
strategy are designed to ensure that complete quarterly reviews with their
PSG becomes part of the Department’s tearns to promote more regular

culture, featuring in all work and discussions on performance. Greater
publicity about skills, learning and focus has also been placed on staff
development. It is becoming central where improvements to performance
to how the Department deals with have been identified to ensure there is
recruitment, selection and promotion. an agreed plan to improve performance.

6.11 The Department has improved the
development of its specialists,
reorganising its finance functions, and
introducing a new Finance Excellence
Plan that will result in, smaller and more
customer focused teams, each headed
by a professional accountant. The
Finance Excellence Plan will enhance
the performance of the Department’s
finance function and improve the career
management of its finance specialists.

Diversity in the Senior Civil Service

SCS who are women 37% 37%

Top SCS posts occupied by women 35% 30%
SCS from ethnic minority backgrounds 8% 4%
SCS with disabilities 4.7% 3.2%
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b4

Continue to develop leadership and
management capability while making
performance management a higher

priority.

Adopt a new talent management
programme for high performers and
people with potential.

Review the Department’s capacity in
the context of a Capability Review, as
part of the programme announced last
autumn by the Cabinet Secretary.

Managing capacity. Completing the
work of the Moves Pool, which was
established to help people displaced by
downsizing and restructuring, helping
any remaining surplus staff to find posts;
developing workforce metrics to inform
the development of a people strategy for
the Comprehensive Spending Review.

Review the Department’s learning and
development strategy to ensure that
our investment is delivering value for
money, and complete the roll-out of
the Professional Skills for Government
Programme.

Promote the benefits of diversity and
meet the commitments in the Diversity
Plan agreed by DTl's Management
Board in January 2006.

(ii) Working in Partnership

€.13 In line with other Government

Departments, the DTI carries out regular
surveys of staff opinion. The latest results
(November 2005) show significant
improvements in staff motivation and
overall satisfaction. People have a very
clear understanding of how their work
contributes to the Department’s business
objectives and what is expected of them

6.14

Managing the Department

in terms of conduct, performance and
attendance. More people than previously
believe the Department is a good place to
work for compared to other organisations.
Arnong the other strengths are internal
communications, consultation
arrangerments for change and support
given to develop management skills.

However, there is still more to do to
manage change effectively, improve
performance management for individuals
and teams, tackle poor performance
and increase the visibility of senior
management. And we need to work
harder 10 increase people’s pride

in working for the Department. To help
with this the Department has identified
a number of key people priorities for
2006-07. We aim to create a
Department that:

Demonstrates strong leadership and
effective management by getting better
at managing change

Is high performing and manages poor
performance by giving regular, honest
and constructive feedback

Works in partnership with its employees
by creating a culture where it's safe to
speak up and challenge

Provides personal and career development
by working to ensure that the new
cross-Whitehall Professional Skills for
Government framework is relevant to

all staff

Provides a good working environment
by working smarter and more flexibly to
improve performance and achieve better
work life balance.

In addition, the Permanent Secretary
and his Management Board have
adopted their own priority of significantly
improving the visibility of the Departments
top team in 2006/07.
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(iii) Organisation and Systems 6.17 The Department has set up the Response
Centre, a centralised correspondence
handling unit, to improve the efficiency
and effectiveness with which the
Department handles correspondence
and other external communications.
There has been a dip in performance in
the last year as the Response Centre
has worked to establish itself and train
new staff. Development plans have
been put in place to build performance
Performance in 2005-06: and these are helping the Response
Centre to improve its performance,
particularly on the timeliness of responses.
Data on performance is set out in figure
6.3 below.

6.15 The Department has continued to invest
in improvements to its core systems to
improve its delivery and provide value
for money. The Department’s efficiency
programme is a key component of this
approach and further detail on this can
be found in the section on ‘Delivering
Efficiency Targets'.

6.16 Staff have been provided with new
desktop PCs which have improved
access to and perfermance of the
Department’s ICT services and a new
email management facility has meant
that almost one terabyte of storage
space has been saved, again helping
improve performance. The Department
combined its translation function with
the Foreign and Commonwealth Office
to deliver a shared Translation Service.

Letters answered or receiving a holding reply within 97 % a7.5% B4 %
15 working days

MP's letters answered within 15 working days 58% 72% 50%
MP’s letters to Agency Chief Executives answered B5% 100% 97 %™

within 10 Days

108 Avarage
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Plans for 2006-07 Performance in 2005-06

v The Department will explore the options  6.19 As well as revising its statement of
for a greater sharing of Corporate Services purpose to give greater clarity on its
with other parts of the Department’s role, the Department has developed a
family and wider Government. Corporate Communications strategy,

strengthening and emphasising the
effective management of both corporate
and Government stakeholders. By
integrating the corporate communications
teams in the business planning process,
the Department has ensured a much

v The Department will continue to work to
improve its performance in responding
to correspondence.

Corporate Communications

6.18 Building and maintaining effective clearer understanding of marketing and
corporate communications and communications activities across the
stakeholder relations along with a cost Department.

effective and strategic approach to
marketing and communications continues
to be a priarity for the Department.

::.5:5’:‘1'-‘“&“‘“ on marketing communications

';-'i’mgramm budget holders are responsible for expenditure on advertising and other
‘rmrkﬂﬁng communications, alongside other items of spending in support of their objectives.
N In exercising this responsibility, they are advised on the most effective publicity and
Fpmantatmn options by central publicity and media specialists or by local teams of advisers
"wh?i’ the necessary skills and experience. Major areas of marketing activity in 2005-06
fﬁnluﬁed renewable energy with a communication budget of £997,500 and employment
ra‘latmns with a £0.55million budget for campaigns to publicise changes in the national

__ inimum wage and new regulations on informing and consulting employees. Publicity for
the Consumer Direct helpline project cost £3.24million.

In addition there was a centrally held budget of £996, 000 for publicity spending in 2005-06.
'ﬁ'&'.hudg@t was used to fund the publicity requirerments of the Queen’s Awards Office
(£453,000), the Departments presence at key stakeholder events and corporate
_communications resources,

Private Sector sponsorship of Departmental activities

The Department continues to follow strictly the recommendations of the Committee on
Standards in Public Life and Cabinet Office guidelines in handling any sponsorship
‘arrangements with the private sector. Central advice is available to policy directorates and
Agencies where required.

1 2005-06, the Department had no significant (i.e. more than £5,000) commercial sponsorship
in cash or in-kind that was received for projects managed centrally.
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Plans for 2006-07

v

Continue 1o provide excellent corporate
communications through the provision
of high guality and timely service,
information and advice while maintaining
positive relationships with the
Department's corporate stakeholders.

Develop new corporate messages and
launch a new Departmental website,
improving access to information and
enhancing the reputation of the
Department.

Develop the Media Features unit into
an in-house PR centre of expertise.

Legal Services

6.20 The Legal Services Group is responsible

6.21

for providing Ministers, officials and the
Department’s agencies with high quality
legal services across the full range of
the Department’s activities, including
the preparation of legislation, advice on
aspects of policy, investigating and
where appropriate prosecuting criminal
offences, contributing to EU negotiations
and to the development of international
commercial and private law-making.

The Legislative Board, which leads on
the prioritisation of the Department’s
legislative programme, is chaired by
the Solicitor and Director General Legal
Services. It monitored the progress of
Bills in the preparatory stages and
promoted training in the Department
about Bills and Statutory Instruments.

Performance in 2005-06

6.22 All four of the Department’s Bills, The
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Consumer Credit Bill, The Work and
Families Bill, The Equality Bill and the

Company Law Referm Bill, were successfully
introduced into the current session of
Parliament. In addition, the Group chaired the
Whitehall Prosecutors Group and has
continued to play a leading role in co-ordinating
the efforts of Government prosecuting
authaorities.

6.23 As part of its commitment to delivering

Plans for 2006-07 '

T

excellent legal services, the Group takes
regular soundings from clients and
stakeholders on its performance,
including an annual survey. The most
recent survey (January 2006) showed
that 99% of clients were either satisfied
or very satisfied.

Clients will receive high quality, timely
and fit for purpose legal advisory -
services on major legal projects and
baseload work on policy delivery.

The UK corporate and insclvency regime
will be enforced, through investigations
and prosecutions of criminal offences
and where necessary supporting other
Departrmental policies on criminal offences
under other Acts in an effective and
appropriate way.

The Legislative Board will ensure that
the Department’s bids for legislation are
prioritised, credible and efficiently
progressed

Delivering Efficiency Targets




6.24 The Department’s five-year strategy

6.25

6.26

and Business Plan set out how it will
strengthen its focus on delivery and
provide value for money. The
Department's vision is of a smaller,
simpler and maore responsive core
Department, focused on its national
policymaking and influencing role. The
Department's services to customers will
be delivered by contractors, partners or
agencies from regional locations.

The Department published a refreshed
version of its Efficiency Technical Note
in December 2005, including descriptions
of each major work stream, and greater
detail on measurement metrics and
methodologies, data sources and

quality assurance measures, This

was accompanied by measurement
methodologies for the main programme
work streams: Business Support, RDAs
and Research Councils. The technical
note and supporting documentation is
available from the Department’s websita'"”.

Quality measures for the main work
streams are also defined within the
Department’s SR04 Efficiency Technical
Note. Each Objective within the Business
Plan includes at least one efficiency
target, demonstrating that efficiency is
delivered by every part of our business.
The Department’s performance
management framework demonstrates
through guarterly scorecard reporting
the impact of efficiency on delivery of
the Department’s progress towards the
achievernent of its PSA targets and other
Business Planning Objectives, requiring
a balanced examination of specific budget
lines against performance management
targets. To date, scorecard reports

have shown maintained or improved

110 hetplfenven it gov. Lkefficiancy_technicainote hirmd
111 naspofwview rouk ac uk/afficencydeiveny

6.27

6.28

Managing the Department

performance against the lines being
tracked as efficiency gains. We apply a
tolerance approach to measurement and
would not count unquantifiable savings
as efficiency.

The OGC Efficiency Team moderate

the progress of our Efficiency Delivery
Programme twice a year. The Department
received positive feedback at its most
recent assessment in December 2005.
The Department’s Internal Audit Unit
has also commissioned periodic reviews
of our financial and quality efficiency
measures and monitoring systems,
involving independent assessment by
PWC. Our major efficiency delivery work
streams (Science, RDAs and Business
Support) include within their delivery
plans and measurement methodologies
details of data sources for both financial
and gualitative data, which are auditable

An initial audit report by PWC has
demonstrated robust efficiency reporting,
measurement and data sources by the
RDAs and included recommendations
for improvement by the Research
Councils, which were largely addressed
through the publication and implementation
of the Research Councils’ efficiency
measurement methodology by RCUK
(available at the RCUK website''). A
further audit report by PWC is due to

be finalised in May 2006.

Performance in 2005-06

6.29 Overall the programme is ahead of

trajectory in all its main target areas.
Figure 6.4 below summarises the
Department’s detailed efficiency
delivery position.
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Efficiency - Targets and Delivery

a3 sctual Q4 actusl 200506 2008-07

Workforce targets

Staft reductions'™ BGE 1,062 830 1,010 1,010

Age n;'_:\r reductions 90 167 46 168 270

Relocations 194 251 85 85 Ga5h

Financial efficiency gains N/C C N/C C N/C C N/C C N/C C
£m £m £m £m £m £m £m £m £m £m

Staff reductions 0.00 1450 000 3371 000 1900 000 2824 0.00 3925

Intarnal Operations 000 1363 425 1185 472 1123 1162 1359 2029 13.96

Value for monay in 000 19 000 192 000 198 621 1811 1240 20.10

programme spend

Business Support (inc SFIE) 000 1615 0.00 2750 000 1855 0.00 3420 000 4135

Science (Research Councils) 27.63 2861 26.31 50.58 21.00 4050 4B64 7750 79.79 11538

Nuclear Decommissioning 000 000 000 000 000 000 000 668 000 1372

Authority

RDAs (total)™ 1831 1576 2307 2415 1565 1730 4183 4194 7353 7359 1

RDAs (DTI) 232 200 292 306 198 219 530 916 B880 1408

Trading Funds 180 000 240 000 240 000 685 000 1055 000

([Companies House

_and Patent Office)

Other Agenciesand NDPBs 029 135 454 222 033 238 619 65651 722 976

Exceptional items"* D24 1291 024 129 Nfa M/a N/a Mfa Nfa Nfa

Total (DTI)™ 32.28 90.95 40.66 143.75 30.49 9583 84.81 192.99 139.05 267.61

6.20 By Aprnil 2006 the Department had

112 In ling with exizting reponing machanisms. RDAS rapont delivory a Cuaner behind actusl dalvery and Quarter 2 actual dolivery is thevefore reported

delivered around £180million’™ worth of
efficiency gains, of which £144million is
cashable, releasing funds for investment
in priority programmes. The Department
has reduced the number of posts in its
HQ and Government Offices by 1,062,
exceeding the overall target of 1010 by
March 2008. The Department has also
reduced staff numbers in its Agencies
and NDPBs by 167, against an overall
target of 270 to be achieved by

March 2008.

6.31 The Department has relocated 251

posts outside London and the South
East, to Billingham, Cardiff, Cumbria,
Sheffield, Belfast, Manchester and
Newport against a target of 685 to be
achieved by March 2010 (and exceeding
the target of 85 set for the 2004
Spending Review period). Plans are in
place to move additional posts to those
locations detailed above as part of the
second tranche of work as well as
relocation of posts to Glasgow and
Swindon.

here for the ADAS work straam in the Quarter 3 dalivery column; and Cuarter 3 targeis and aciual delivary ane reported m the Ouanor 4 golvery
anad &ntyon iget columns, All othar work sireams are reponed as comect for the corraspondng Chusmes

113 Staff recductions repomad hies include 80 in Governmant Offices and 788 in O3 and then 982 in 04 in DTI HO

174 [T 15 the losd sponsor Departmant for the RDAS and as such has overal responsibdity for the achieverment of its efficiency dolvery gains
A4 Dapariments that contribute 1o the A Single Pot claim from the total savings achisved an a pro ivia basis, The Department has tharafong
prasentad above both the fotal savings and DT1's shose of those (ot savings

115 Exceptioral items mciude efficency gans that have beon achisved., witsch wene not padt of the onigenal targets but scofa against Gesshon efficancy,

ciiteris and provide contingeney for the Programmae, The figura hede relatos to prociremint savings reponed 1o OGC in 200405 as part of our
cordrl procurement feturn, which have Been maintansd and not repocted elsewhen

116 The to%al represents DT savings onky, including DT1's share of ADA smangs. The full RDA savings also presanted in the table are o information
ey, and are excluded from the toial
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6.32

6.33

5134

6.35

6.36

6.37

The Department has continued to
implement its new business model to
enable it to operate more effective and
efficient ways of working. Flexible use
of office space has been extended,
enabled by the Department's London
property strategy and staff reductions.
Owerall the Department’s estate has
been reduced by 30% and cost effective
exits on all surplus space were secured.

The Department has built on its core
efficiency projects — the Project Pool and
Response Centre. The Project Pool now
runs as a Departmental management unit
with annual Gateways 1o assess project bids
and allocate resource to the Department's
priority areas helping reduce the need
to employ external consultants. The
Response Centre is established as the
first point of contact for handling external
queries and correspondence, reducing
the burden on policy officials.

By working more flexibly, prioritising
projects and focusing on customer benefits,
the Department has maintained or
improved delivery of its main business
objectives while operating at constant
or reduced budget levels.

By focusing resource on better business
support products, reducing spend on
older legacy schemes and applying new
productivity criteria to give a better deal to
customers the Department has delivered
some £27.5million in efficiency gains.

The Department has prioritised funding
of Science and Engineering more
effectively and reduced back office
Research Council spend to generate
efficiency gains of over £76million for
regeneration within scientific research.

The Launch of the NDA, has introduced
annual efficiency gains targets of 4% during
2005-06 in advance of the introduction
of the PSA target of 2% efficiency

gains from 2006-07. The NDA identifies
efficiencies by comparing actual progress
on site against the planned programme
of budgeted work for that site (known

6.38

6.39

Managing the Department

as the Mear Term Work Plan). Actual
gains achieved will be confirmed at the
end of the financial year and reported in
the Autumn Performance Report.

The Implementation of more cost-
effective back office functions within the
RDAs has released efficiency gains for
recycling to key regional programmes,
streamlined programme delivery within
regions and achieved better delivery of
key outputs while operating programmes
at constant budget levels to achieve
efficiency gains of sorme £6million
against the Department’s budgets
{some E£47million across all Government
Department budgets).

The Department has reduced running
costs within its agencies and NDPBs,
which has delivered efficiency gains of
around £3million. Companies House is
on track to complete roll out of its
electronic filing system over 2006-07
and The Insolvency Service has reduced
the cost of enforcement activity.

Plans for 2006-07

During 2006-07 the Department and its
delivery partners will continue to implemeant
the main work streams within its
Efficiency Delivery Programme as set
out in its technical note. In particular it will:

Aim to maintain reduced staff levels
within the core Department and deliver
further staff reductions within its
agencies and NDFBs.

Further improve the effectiveness of the
Department's Response Centre through
staff skills development supported by

better business processes and technology.

Beagin to deliver efficiency gains of at
least 2% through effective contract
management by the NDA.

Seek to further embed efficiency
delivery across all areas of its business
to ensure that efficiency gains continue
to be made against the overall

£380million target. 169






Annex A: Core Tables

Annex A1l
Total Public Spending

Total Public Spending for the Department of Trade and Industry

200001 300702 200203 200304 200405 2005-06 2006-07  2007-08
'. ' 'l‘.ll.lﬁu'ﬁ ‘Outturn Owttum Chuttuen Qutturn  Estimated Flans Plans

Consumption of resources:
incraasing UK Competitivensss 4.560447 4101156 5082086 29383204 1496206 34335634 2739120 2,787,702
Increasing Scientific Exgellence 1468721 1,583 754 1650722 1,743.797 203343 2480848 2,561,715 2,294 585

UKAES Pension Furds 247,282 200,922 217,607 237,152 246,086 274,044 200198 214887
Unallocated Provision 47,703 498,734
Total resource budget 6,276,450 5885832 695944499 4,919,153 3775783 6,1885268 5545756 5795708
ﬂlﬁmmmma DEL 5453878 4696760 3308878 3459067 4121200 5220088 5416125 5622750
Capital spending:

incieasing LK Competitivenass 108,425 2E9607 127,097 F2.801 407,691 557 866 261,180 304,180
Increasing Scientific Excellence 191,881 288,830 413,917 551,374 573,810 779887 811532  bUd.BAG

Unaltocated Provision L = = = : : T 678 ol
Total capital budget 300,410  589.437 286820 634175 981501 1337753 947,280 1012297
O wehich:

E ital Del 200410 BE0. 437 698 822 975175 789 501 1,246,034 1.184.290 1.1 ﬂzlﬁ'ﬂf
S peblls mmending 1) 6576860 6475269 7231319 5553328 4,757,284 1,526,279 6,493,046 6,808,005

1) Total public spending calculated as the total of tha resource budget plus the capital budget, less deprecistion

Spending by local authorities on functions relevant to the department

Current spending 215977 233,181 247,668 271,739 2BBATG - - -
Of which,
financed by grants

from budgets above 15,041 200,216 162,789 157,023 180,258 190,189 =
Capital spending 763 547 B25 1,128 -496 - - -
Of which:
finance by grants

from budgets above 32,543 180,441 715,659 193,244 183,617 112116 - -
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Annex A2
Resource Budget

Table 2 Capital budget for the Department of Trade and Industry

£000s 200001 200062 200243 200304 200405 200606 200607 200708
Eithi

MNon-Science 4560447 4,701,156 6082088 2938204 1496206 3433534 2,739,140 2,787,702
OF Which:

Knowiedge Transferand Innovation 135961 147,175 173.264 52,591 242,606 192,722 240915 296459
Extending Competitive Markets 43,833 0,721 T0.858 105,668 116281 100,618 B3.976 545,016
Security of Enargy Supply 156,209 10,343 =1.157 8,458 1176 4083 3,107 4 330
Sustainability and the Enaronment 16490 W2 23,147 27244 33.068 26,055 27.01% 21015
Enterprisa Growih and Business

Inwastmant 02, 321 451,799 477573 407 046 288,337 TED, 420 178,670 175,649
Reqgicnal Economies 111,332 194,201 224,844 182, 748 241,824 BES 324 468,723 4B7.872
Trade and Investmant 27145 31,088 I2.071 35194 34,333 q2 084 aina a2 e
Madmizng Potential in tha 63,825 62,344 75,628 96,461 115423 202,330 126,247 126818

Woarkplace
Corporate Activity and

Insolvancy Framsewswark 196,034 235,653 312,896 261,315 196,140 325,364 300334 314304
Asszets and Liabilities 3148383 2582219 3398357 1,305 760 1138289 1460, 758 42008 B94197
Muclear Sacufity
and Expert Contral 15,5944 30,958 29410 B0.579 54,672 68,925 50,601 52,910
Activibies in Suppon

of all Obgactives 241,970 298473 265,158 283,109 279985 274,627 285826 277353
Sciance
OF wahich
Expenditure of Rasaarch 1396696 1495375 1,644 542 1,645265 1,8B65B4B 2 173BEE 23BRO96 2 160045

Councils

Deparmental Science programmes. 72,035 88,374 106,180 98,532 167,643 307,060 162,719 134540

Unallocated Provision - - - - - - 47,703 498,734
OF which
Increasing UK Competitiveness - - - B - - - L
Increasing Scientific Excallance - - - - - - 47,703 498,734
in the UK
UKAEA pension schemeos 247,282 200,922 211,691 237,152 246,086 274,044 207,198 214,687
H wihuch:
URAEA pension schemos 247,282 200,922 211,691 231152 246 086 274,024 207198 214,687
Total resource budget 6,276,450 5885832 65944499 4919153 3.775.783 6,188,526 5545756 5,795,708
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Capital Budget

Capital budget for the Department of Trade and Industry

mmm

Non-Science 108,429 289,607 127,087 T2.801 407,691 557 866 261,180 304,180
Of Which:

Knowledge Transter and Innovation 4,138 18,787 12,780 4,504 -14,085 1.253 2BA7E 15175
Extending Competitive Markets 16,333 14,719 20,575 63,550 11,508 =16,763 900 B0
Security of Energy Supoly 4,160 983 G544 20,307 9,266 - g
Susteinabiity and the Environment 52,110 76,330 4,202 5,029 24,455 34,581 81,000 68,000

Enterprise Growth and Business -75,9495 16,487 142,329 343,125 39,487 140,506 58, 300 083,300
Invastment

Regional Economas 123.823 143 864 BEG B92 -2 708 105 631 254 743 142,000 132,000
Trade and investrmant - 350 - -88 -130 22 - =
Maximising Potental in the

Workplacs = - 2,758 2.652 2,034 2,473 1,160 1,160
Corporate Actiity and Insobvency

Framework -385 -85 -385 -1.589 292 Fli -2HG ~ZH5H
Aszsats and Liabalites -3 807 3,399 401,407 =346 480 213 650 395 467 09, 800 172,800
MNuclaar Security and Export Control - - - - - - TS0 790
Activities in Support of all Dbgectives -7.748 11,896 4,378 13170 18,498 17,423 =R 15 6,850
Science 151.581 289,830 413,917 561,374 573,810 179,887 611,532 593,646
OF Which:

Expenditure of Research Councils 151,328 192,022 223515 255,415 342,951 409,608 311,532 293497
Departmental Science programmes 40,653 107,808 180,402 305,968 230,884 370,279 300,000 300,149

Unaliocated Provision - - - - - - 74578 114471
Of Which;

Increasing LK Competitiveness = = - - - - 14,164 13,164
Increasing Scrantific Excellence in the UK - - - - - - B0.474 101,307
Total Capital Budget 300,410 589,437 286,820 634175 981501 1,337,753 547,290 1,012,297
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Annex A4 |
Capital Employed'”’

1
Table 4 Capital Employed
P . L s 1?
Fixed Assets
Intangible 0 147 BaB GO0 1 16
Tangibia 146,304 147 314 176.630 165 976 170, B0 176,71
of wiuch
Lamd and Buldings 101,492 120,711 138,830 148,905 166,225 162,740
Transport Equipment 1.616 15 7 0 0 0
Flant and Machinery 14,681 1,748 1643 525 2,387 6427
Inforrmation
Technology 16,197 3.612 3.425 2,400 1,681 156 .
Furniture and Fiitings 10,050 5,202 B.126 3,271 1.412 aGE
Agsats undar
Constiuclion 2.268 11,426 24,589 10.57% 9,175 5075
Investments 3,571,666 4,030,208 3682 323 4,271,373 4,376,106 4,461,365
Current Assets 2 011,002 2,290,486 215,59 1,661,738 1,452,872 1,345,340
Creditors <1 year 052 023 881,707 -O7T.0a5 -1,088, 204 1,160,729 -1,.276,802
Creditars =1 year HO1.B811 01,1101 574,159 e 322 523647 -500,083
Provisions 14219813 18017240 17E3E 064 -17035B04 16925824  -153895013
Capital employed within main -10,044.665 -13,931.302 12714926 13449648 12610327 11,187,407
Departmeant
NDPE net assats 1,769,000 2,120,080 2723113 2186806 2252411 2,319,983
Total Capital employed in -8,285.665 -11,811,262 -10,591,813 -11,262,842 -10,357.916  -8,867,424
Departmental group
I
l
{
L

117 (For 200007 and 200102 outtwin fgures plense sei The 2008 DT1 Departimontsl Repon
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Annex Ab
Administration Costs

Table § Administration Costs

Emilion 200001 200102 200203 200304  2004-05 200506 2006-07 2007.08
Gross administration costs
Pay bil 220 180 224 02 192 170 176 171
Oither 239 268 274 314 207 232 206 201
Total gross administration costs 459 448 498 516 394 402 3e1 3n
Related administration cost recaipts -121 -133 -148 -126 19 10 19 19
Total net administration costs 33s 315 sz 350 a4 392 363 352

Analysis by activty:

KEnowledge Transfer and Innovation 2 (4] 2 0 4 0 ' 7

Extending Compatitive hMarkats i G 7 27 [i] 0 i] 0

Trade and Inastment 27 3 32 35 34 36 34 33

Maxamising Potential in the Workplace B 24 7B a7 a7 28 28 2B

Comporate Activity and Insclvency 11 15 16 3 0 2 2 2
Framework

Activibies in Support of all 233 226 256 281 292 312 283 274
{non-sciancel objecines

Incressing Scientific Excellance ] 12 14 17 17 13 2] L]

Total net administration costs 338 315 352 390 374 392 363 352
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Annex Ab
Staff Numbers'®

Table 6 Staff Numbers

Department of Trade and Industry [DTI'™
(Gross Control Areal

CS FTES™ 37a0 33080 3211.0 32020 32020
Onvartime 35 21.0 2.0 21.0 210
Casupts™ £2.0 18,0 20,0 20.0 20.0
hon-panmarsent 3770 195.0 1300 130.0 130.0
Total 4223.5 35430 33820 33730 33730
Small Business Service

{Gross Control Areal

C5 FTEs™ Sammina 2260 180.0 170.0 170.0 170.0
Owertime 1.0 1.0 1.0 1.0 1.0
Caualyee e n 0.0 an oo 0.0 0.0
Non-permanont 2.0 B2.0 300 0.0 30,0
Total 318.0 2430 201.0 201.0 201.0

UK Trade & Investment™
[Gross Control Area)

C5 FTE g tovan i B635.0 5500 4780 478.0 478.0
Cweartime 10.0 5.0 50 5.0 5.0
Casualgteters 1 1.0 1.0 0o 0.0 an
Mon-parmanant 920 630 60.0 60.0 60.0
Total 319.0 2430 201.0 201.0 201.0
Employment Tribunals Service™

[Gross Control Area)

C5 FTEs 738 769 703

Dl tinme 4 4 a

Casuals 10 12 o

Total 732 175 107

The Insolvency Service
(Met Control Area)'™

CE FTEs 15083 17321 20453 23BI0 2501 4
Ovartimea 3 1 I 1 1
Casusls 137 35 266 266 26.6
Mon-parmanent™ Mt anval b 3453 2068 2968 2568
Total 1634.5 21099 23697 27065  2B25E

MNational Weights and Measures Laboratery

{Net Control Area)

CS FTEs 490 49.0 480 46.0 450
Creartima 0.0 oo a0 0.0 0.0
Casuals 1.0 1.0 0.0 0.0 0.0
Total 319.0 2430 2010 2010 2010

176






DTl Departmental Report 2006

Annex A7
Total Spend by Country/Region

Department of Trade and Industry’s identifiable expenditure on services,

gl by country and region

ahininil
harth East 1385 1849 2139 3603 3062 3|4 3508 2939
MNorth West B0G 4 BaAS D g38.4 2272 10063 10688 12713 12644
Yorkshire and Humbarside 27119 340.5 d14.9 2T 5 2.5 G21.6 5&D.1 4682
East Midlands 2055 2i9.8 2829 2876 3247 5.1 3711 3290
YWest Micdlands a6 5 2762 2586 3352 361.7 A416.8 3838 3409
South West 2743 2781 2989.65 3396 9.6 3655 363.2 J53.6
Eastam 3658 370.6 454.0 3960 4452 5321 460.3 4586
London 4082 3852 4280 RET 6 B3 6 6038 hEG. T 5G1.7
South East 5055 497.0 672.0 6675 T48.0 1007.5 9932 9485
Total England 32142 33481 3862.1 43085 4610.9 55026 5319.6 5037.7
Seotiand 366.0 36 437.2 R27 4 534.0 893.1 9278 a51.6
Wales 148.6 1750 2014 243.7 213.2 2585 230.3 186.9
Morthern Ireland 331 27.0 30.5 3.7 332 41.5 3449 3.8
Total UK identifiable axpenditure 37620 35447 4312 51113 53591.3 66956 65127 6111
Outside UK 2107 2228 2411 2971 313 3239 2899 2902
Total identifiable expenditure 38727 4167.6 4772.4 5408.4 5732.6 70195 GBOZ.6 64012
Mon-dentfisble expenditure 7841 &390 9176 11260 12167 12528 16037 18909
Total expenditure on services 47568 GO0D6GE 56B9A 65335 6949.3 82723 BADGZ B292Z

Annex A8
Total Spend per Head by

Country/Region

Department of Trade and Industry's identifiable expenditure on services,

Table 8 2
by country and region per head

£5 por head 200001 200102 200203 200304 200405 200508

Morth East 54 8 728 pa3 1418 120.3 1518 1387 116.3
Morth West 11940 124.8 1236 1216 147.4 156.3 186.1 1834
Yarkahire and Humberside R4 A GE.4 B3 105.3 103.5 123.4 Hnaz? 9.4
East Midlands ag.3 57.2 B7.0 676 759 BOG 859 758
Wiest Midlands 449 428 488 3.0 G67.8 Ya.0 .7 652
South West 559 E5E 603 67.9 69.4 78.1 71.3 Ga.9
Eastiam &8.1 635 B3.7 72.5 818 851 B2B B8
London 5G4 50.4 BH.1 76.8 732 928 75.3 742
South East 633 618 BAG B2.6 a2.2 1234 119.8 1149
Total England 65.3 67.7 778 BG4 92,0 1095 1054 99.4
Scotland 723 7.7 BE.5 1043 105.1 176.2 1831 168.2
Viales 511 601 R B30 722 B0 713 B2.8
Marthemn lrefand 187 16.0 18.0 16.6 19.4 242 203 02
Total UK identifiable expenditure 63.9 66.7 76.4 85.8 0.1 115 1081 101.0
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Annex A9

Spend on Function/Programme
by Country/Region for 2004-05
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Footnotes/Explanatory Text for Core Tables A7 to A9

The spending data shown in these tables is consistent with the country and regional
analyses (CRA) published by HM Treasury in chapter 7 of Public Expenditure Statistical
Analyses (PESA) 2006. PESA contains more tables analysed by country and region, and
also explains how the analysis was collected and the basis for allocating expenditure
between countries and regions.

The tables include the spending of the department and its NDPBs on payments to private
sector and subsidies to public corporations. They do not include capital finance to public
corporations but do include public corporations capital expenditure. They do not include
payments to local authorities or local authorities own expenditure.

The data are based on a subset of spending - identifiable expenditure on services — which
is capable of being analysed as being for the benefit of individual countries and regions.
Expenditure that is incurred for the benefit of the UK as a whole is excluded.

The tables do not include depreciation, cost of capital charges or movements in provisions
that are in DEL/AME. They do include salaries, procurement expenditure, capital
expenditure and grants and subsidies paid to individuals and private sector enterprises.

The figures were taken from the HM Treasury Public spending database in December
2005 and the regional distributions were completed in January/February 2006. Therefore
the tables may not show the latest position and are not consistent with other tables in the
Department report.

Across government, most expenditure is not planned or allocated on a regional basis.
Social security payments, for example, are paid to eligible individuals irrespective of where
they live. Expenditure on other programmes is allocated by locking at how all the projects
across the departments area of responsibility, usually England, compare. So the analysis
shows the regional outcome of spending decisions that have on the whole not been made
primarily on a regional basis.

The functional categories used are the standard United Nations Classifications of the
Functions of Government (COFOG) categories. This is not the same as the strategic
priorities used elsewhere in the report.
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Annex B1
Resource Estimate Tables

including Appropriations in Aid and Consolidated Fund
Extra Receipts

Department of Trade and Industry Request for Resources 1: Increasing
UK Competitiveness

Table B1

2005-06 2006-07
Yotal Provisions
 Provision

Spending in Departmental Expenditure Limits (DEL)
Central Government's own expenditure:

Funetion A: Knowledge Transfer and Innovation

263,902 302,044 Al Innovation in Support of Knowledge Transfer 209,503
36,569 44,457 {1} Space 32,957
BL363 33,557 Domestic Chal Space Technology 22.067
30,206 10,5900 Europaan Space Agency. UK Contribution 10,800
215,333 257,587 (2) Othar 73.246
(3) Technology Strategy = cuirent 82,300
(4} Technology Strategy — capstal granis 21,000
4,365 1,955 AZ Patent Office 1.965
4,365 1,955 Caost of Capital 1.955
15,948 7410 A3 Research Establishments Major Building Works 7110
.23 729 A4 National Weights and Measures Laboratory Executive Agency 725
2.904 458 (1} Admanistration costs 438
327 23 (2} Capital expenditure on scientific and computer eguipmeant,
office machinary, fixtures and fittings 23
4,661 33,661 AB Mon-cash expenditure associated with the above programmes 52,469
321 214 (1} Mational Weights and Measures Laboratory Executive Agancy 294
4,340 33447 (2) Other B3 255
282,107 345,799 Gross total 271,766
Less
49,510 56411 AZ Appropriations in Aid Iy
15,854 15,807 AZD Innovation 57
27 11,557 (1} Space 57
15,627 4,250 (2} Other Aeceipts — Inngvation
30,166 40,166 AZO2 Patent Office 166
20,000 40,000 (1) Withdrawal frorm reseres
166 166 (2) Repayrmant of principal of long term lcans 166
AZ03 National Weights and Measures Laboratory Executive Agency
3480 498 Racaigts from DT 4498
3316 458 Mational Weights & Measures: Allowable adrmanistration COSE receipts 488
174 Matianal Waighis & Measuras: Allowable capital recaipts
232 557 289,328 Met Total 271,045

Funetion B: Extending Competitive Markets

83,654 57,960 B1 Consumer Protection 47,798

24 168 (1) Naticnal [ndustry Consurmar Councils 169
17,784 19,700 [} Chizens’ Advics 18,700
65646 38,091 (31 Misceltaneous Consurmer Protecton 27909
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hass
13,417 13,220 CZ Appropriations in Ald 11,420
13417 13,220 CZ01 Non-Muclear Expenditure of 3 Regulatory Naturs 11,420
1,141 120 11) Hecepts arising from public inquines under the Electrcity Act,
Offshara Gaglogy programmea, and Chamecals Motfication Scheme
123276 137100 2] Recaipts ftom Gas and Elecincily Consumar Coundil [Enargywalchl
Licance Feas 11.420
0 o CZ02 Coal Operating Subsidy 0
0 Recovarias of overpayments in connaction with the Coal Operating Subsidy 0
23,00 16,787 Net Total -8,193
Function D: Sustainability and the Environment 27,725
55,604 61,785 D1 Non-Nuclear Expenditure Directly Related to the Creation
of Open Markets 108,725
23093 6395 11} Mew and renewable sources of energy 16,335
8,300 8,300 (2} Clean coal technology 8,300
1,700 1.700 (3] Qil and gas competitvaness 1,700
1,350 1,380 {4} Erronmental, ecanomic and stabistical adwvice, and other assistance
relang to enargy programmes and the annual Enargy Report 1,390
21,121 32.0D0 5] Capital Grants to the Prvate Sactor in redation to renewable eanaigy 52000
10,000 16) Performance and Innovatan Fund
(7} Microgeneration 25,000
18] Smart metaring 4,000
55,604 61,785 Gross Total 108,725
less
1,425 710 DZ Appropriations in Aid 710
1.425 710 DZ01 Non-Nuclear Expenditure Directly Ralated to the Creation
of Open Markets 710
1,426 710 Receipts in respact of new and renewable sources of energy, chean
coal, and i and gas compatitivanass 710
54,178 61,075 Met Total 108,015
3,334 ] Sustainability. and the Environmant Capatal Modermisation Fund #]
3,334 o Mon-Muckear Expenditure Directly Related to the Craation of Open Markets 0
3,334 0 Renewabls Energy — Capital Modernisation Fund
Function E: Enterprise Growth and Businass Investment
182,557 47,517 E1 Small Business Service 35,517
170,186 507 (1} Othvar Support for Small Business 13,017
7,500 7.500 (2} Farm Business Advice Servige 7.500
1,000 Businass Incubator Development Fund 2,000
48N 8,000 (3} Gateway, Electronic Regulation Service Projects and UK Science Parks capital grants
6,000 {4} MG Rover capital grants suppon package 7,000
96,750 64,847 E2 Small Business Service Investmant 69,847
46,232 27,000 (1) SMART [exchuding expenditure in Northern ireland)
1,195 14,847 {2} Enterprise Fund — current 17.847
48,373 23.000 {3} Enterprise Fund and Early Growth Fund — capital 52,000
454 1,207 E3 Asrospace Launch Investment 1,088
454 1.207 {1} Asrospace Launch Investment axpenditure - currant 1,088
(2} Aergspace Launch Investment expenditurne — capital
71,081 58,515 E4 Innovation in Support of Commercial Best Practice 55,885
Eild 8,183 (1) Working Capital facility for MG Rover Group and PowerTrain
70,247 89,332 {2} Orthoe 55.B85
113,023 91,658 ES Mon-cash expenditure associated with the above programmies B5.447
113.023 91,658 Cost of capital, depreciation and prevasions 85447
F 463,875 263,744 Gross Total 247,784
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less
57,626 16,450 EZ Appropriations in Ald 16,450
6,518 7.500 EZ01 Small Business Service 7,500
6,518 5,593 1) Farm Business Advice Service - Recaipts from DEFRA 5,553
1,907 {21 Rural Business Adwce Service - Recaipts from DEFRA 1,907
18,278 8.950 EZ02 Small Business Service Investment 8950
12145 5.730 {1} Small Firms Loan Guarantea Schama - Premium Receipts 5730
3.220 3.220 {2} Small Firms Loan Guarentes Scheme — Recoveries 3,270
2.913 {3} SMART external recovenas
28,730 0 EZ03 Aerospace Launch Investment 0
29,730 4] Launch Investment receipts a
3,100 0 EZ04 Innovation in Support of Commercial Best Practice L]
3100 0 Other Receipts - Innovation
406.249 247,294 Met Total 231,334
Funection F: Regional Economices
14,428 7634 F1 University Innovation Cantras 1.000
239 90 {1} Current 1,000
14,169 B.644 [2) Capital grants
30754 51,258 F2 Regicnal Selectve Assistance 46,250
39,736 51,208 Grants to invastment projacts which create new jobs or safeguard existing
employmant in the assisted areas of England and related consultancy 46,250
1] 0 F3 Co-financed ERDF and Other Payments 0
{1} Technology transfer payments
0 0 (2} Leader Metwork Projects 0
54,164 58,832 Gross total 47,250
lags,

1,663,632 1,630,343 FZ Appropriations In Ald 1,712,640
2929 250 FZ01 Recoveries of Regional Selective Assistance Grants 250
2079 250 Refund of Section T grants 250

1,310,923 1,255,237 FZ0Z Raceipts from other Government Departments in relation to

Regional Development Agencies 1,319,703
414 842 395477 (11 Current receipts from the Office of the Deputy Prime Minister 407,303
31,034 24,034 {21 Curment recaipts from Department of Enviranment, Food and
Aural Affairs 56,559
45,310 47500 i3} Current receipts from Department for Education and Skills 43,500
12,930 13.230 {4) Currant recaipts from UK Trade and imvestment 17,230
3,600 {6} Current rocaipts from Dapartment of Culture, Media and Sport 3.600
654,282 468,957 {6} Capital grants receipts from the Office of the Deputy Frima Minister 652,000
22,575 21,525 {7} Capital grants receipts from Department of Environment, Food
and Rural AHairs 21,300
130,000 285,914 {8} Capital receipts from the Oifice of the Deputy Prime Minister 118211
106,880 188,070 FZ03 Current Receipts from other Government Departmants
in relation to the London Development Agency 202,328
98,154 179,344 11} Receipts from Offica of the Deputy Prima Minister 202,328
7581 7,581 12} Recsipts from Department for Education and Skills 0
1,148 1,145 12} Recaipts from UK Trade and Investment L
142,800 186,536 FZ04 Capital Receipts from other Government Departments in
relation to the London Development Agency 180,359
142 800 186,636 Recelpts from Office of the Deputy Prima Minister 190,359
0 250 FZ05 ERDF and other receipts 0
250 (1) EHLASS (European Home Leisure Accident Surveillance Sunvey)
-1,509.368  -1.571.411 MNet Total -1.665,390
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k]

Allin £000% . Ay .
Provision
Function I Corporate Activity and Insolvency Framowork
10,218 8,040 11 Investor Protection 16,276
10,218 B, 00 Imvesior Protection programmes 16,276
112,465 85,308 12 Insolvency Service 93,940
8,853 1,800 {1} Admimistration Costs of the Insolvancy Senvice 10,582
102 937 B3.258 {2} Programme Costs of the Insolvency Sarvica 83,258
781 100 [3) Capital Costs of the Insolvency Senvice 100
150 (4} Imviast to Save projects
-106 0 (5} Cost of capital and depraciatson 1]
1,625 1,631 I3 Companies House 1.631
1,625 1,631 Costof Capital 1.631
124 308 94,979 Gross Total 111,847
less
112721 45,085 IZ Appropriations in aid 53,976
515 (1] IZ07 Investor Protection 109
515 Receipts in respect of legal costs and fees pald to Treasury Soliciiors e
111,821 44,700 1Z02 Insolvency Service 63,482
8782 44 700 111 Administration receipts: feas and costs from bankrupicies 8,782
102 935 {2 Programmo recespls: fees and costs from bankruptcies 44,700
104 13) Capita! receipts
385 385 1£03 Companies House 385
385 385 Repayment of princspal of long term koans d85
NS __11_.53? 49,894 Met total 57.871
Function J; Corporate Activity and Insolvency Framework
65,902 47 476 J1 Non-cash Concessionary Fuel provisions expenditure 37,818
34,823 30,946 (1} Cost of capital charges in respect of Concessionary Fuel and related
Liaknlitiers, &nd associated pssels 20,946
8 faris] 16,630 (2 Additionad provision and revaluation of axsting pravision in respect of
Concessionary Fuel and related Liabiliies 18,872
b | T J2 Coal subsidence adviser, statutory arbitration arrangements bl
2i 77 Costs of the subsidence advisar and statulony arbitration arangements Lk
4 1] J3 Coal Authority o
4 0 Consultancy Adwvice in refation 1o the Coal Autharity 0
31.865 5,000 J4 Nuclear Liabilities Management 5,000
27365 5,000 {1} Consultancy retated to BNFL 5,000
4.500 o 2] Establishengnt of Liabilities Managemeant Linit 0
-1,862 0 J5 United Kingdom Atomic Energy Authority -1,500
<1.862 Cost of Capial credit on proparty and restructuning liabdites 1,500
1] 5,000 J6 Export Credits Guarantee Department Restructuring Fund 5,000
5,000 DT contribution 1o costhase restructuring of Export Cradits
Guarantee Department 5,000
359 0 J& British Energy Liabilities 0
389 Adwvizers in ralation to British Enangy
2,746 3278 J7 Telecommunications and Posts 3278
1,024 1.828 1) Subscription to-Intarnational Telacommunecations Uinion 1,888
1.722 913 {2) Subscription to Unversal Postal Union and Confersnce of
European Posts and Telacommunications Admanistrations 913
477 {3) Other telecommunications and posts expandiure 477
1,573 1.800 J8 Post Office Consultancy and Other Expenditure Related
to the Post Office 1,800
1.673 1,800 Advisers' Faes in connection with the pioposed restructuning
af the Post Office 1,600
74,229 26,400 J9 Modernisation of the Post Office Network 1]
74,229 26,400 Paymants in respect of Post Office Network 1]
27 0 J10 Support for the Steel Industry ]
28 (1) Cost of capital charges
2
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-43 (1] J11 Trawlermen Compensation Scheme ]
43 (1) Cost of capital charges
(2) Additional provison and revaluation of existing provsion
-151 2,055 J12 Enemy Property 1]
-155 (1} Cost of capital charges
4 2050 (2} Additionad provision and revalustion of existing provesion
] 0 413 Transfer of Undertakings (Protection of Employment) i
(1} Cast of capital charges
(2} Revaluation of axisting provision
1,744 0 J14 Assistance to Shipbuilding 1]
ab3 (1) Home Shipbuilding Credit Guaraniee Scheme
19 [2) Intersantion Fund 0
23,246 6,958 J15 British Shipbuilders 42
5 42 (1} Cost of Capital in relation 1o assets of British Shipbudders 42
2,241 87,000 (20 Addional provisson and revaluaton of existing provision
21,000 (3 Impasrmant of Publc Didand Capital
159,006 178,044 Gross Total 51,431
less
10.028 1,064,489 JZ Appropriations in Aid 585,289
i} 1,061,100 JZ01 Nuclear Decommissioning Authority 571,900
1,057, 100 External income from the nuclear indusiry 571,800
16 7 JZ02 Subsidence adviser, statutory arbitration arrangements 77
16 7 Subsidence Adviser and statulony arbatration amangamants: ecaipts
e connection with serncas or actaties intendad 1o oparate on a cost
fecovery basis I |
10,029 10,034 JZ02 Non ring-fenced coal liabilities 10,034
10,029 10,000 {1} Release from Invesiment Reserve 10,000
0 34 {#) Recoveres of ovarpayments in connaction with ex-emplovea liabilitias 34
-17 3.278 JZ04 Telecommunications and Posts 3,278
0 1,888 {11 Intermaticnal Talecormmuncations Umion Aecaipts 1,868
-17 1.390 {21 Other Receipis - Telecommunications and Posts 1.390
0 ] JZ05 Assistance to the Shipbuilding Industry 0
0 1) Pramium income from shipbisidng credit guerantees and
rapayment expenses i)
0 12} Repaymants of Intervantion Fund grants and re-imbursamants by
Home Shipbuilding Credit Guarantee Scheme bomowers on intenast
chasged on late rapayment of principal 0
a o JZ0& British Coal Corporation 0
Book value of azsel disposaks
188,978 -B86.445 Met total -533,858
Funetion K: Nuclear Security and Export Control
G20 246 K1 Muclear Safety and Security 191
270 (1) Chwil Nuctesr Emergency Planning
350 246 (2§ Muclaar Energy Agency 191
35,281 38,700 K2 Nuclear Support for the Former Soviet Union 20,000
35,281 38,700 Nuckaar Support for the Former Soviat Linion 30,000
18,703 21,897 K3 Non-Proliferation 18,000
12,901 16,095 (1) Interrationad Atomic Energy Agency 13.198
4,332 4,337 (2} Organisation for the Prohibition of Chemical Weapons and Organisation
for the Prohibation of Biclogecal Weapons 4,332
1,200 1,200 {3) Safeguards Support for International Atomic Enerfgy Agency 1,200
260 250 (4} Support for DT Saleguards Dffice 250
20 20 (5) Mon-Prokferation Studsas 2
54,604 60,843 Gross Total 48,19
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m s W ] i

Spending in Annually Managed Expenditura

Central Government's own spending
Funation N: Assets and Liabilities

48,250 478,801 M1 Non cash nuclear provisions expenditure -181,738
=492 851 574,014 {1} Cost of capital charges 654, 036
445401 1.053.815 {2) Additional prowision and revaluaton of existing provision in respect

of Nuglear Lishilities 472 298
+316,514 122,511 M2 Non-cash coal health provisions expenditure 6,585
<78, 183 58,087 {1) Cost of capital charges in respect of Coal Haalth Liabilnes,
and associabed assa1s -37 BBE
238,331 -Ba424 {#1 Additional provision and revaluation of existing prowvision in respect
of Coal Health Labilities 31,281
1,774 -1,163 M3 Privatisation of the coal industry -BE9
2263 2428 {1} Cost of capital charges -2, 298
10,037 1,259 {2) Additional provision and revaluation of existing provision in respect
of Coal Privaisation Liabiities 1,429
10,235,000 35,000,000 N4 Support to Royal Mail 12,000,000
10,235,000  35.000.000 Working capital fac#ity for Royal Mail 12,000,000
0 0 M5 Privatisation of the Electricity Industry 0
0 0 Privatisation of the electricity industry in England and Wales 0
0 o NE Privatisation of the nuclear power industry 0
Li] i (1] Residual axpénsas o
0 0 {2} Cost of capits! charges 0
] ¥ {21 Movemient in provision 0

9881010  35.356,121 Gross Total 11,810,808

lass:

9,718,078 34,520,005 MZ Appropriations in Aid 11,950,005
3,078 ] MNZ01 Coal health provisions 5
3,078 5 Recoveries of overpayments in connection with ex-employee health lisbdities 5

9,715,000 34,520,000 NZ02: Support to Royal Mail 11,950,000

9715000 34,520,000 Repayment of working capital for Royal Mail 11,950,000

0 0 NZ03 Privatisation of the nuclear power industry 1]
il Receipts from the sale of tha nuclear power mdustry 0
162,931 835,116 Met Total -138,197
Spending in Annually Managed Expenditure
Support for Local Authorities
Function : Regional Economies
349718 2,147 01 London Development Agency 1,881
3.a79 2.147 Corporation Tax 1,881
3878 2,147 Gross and Net Total 1,881
MNon- Budget Expenditure
Function P: Extending Competitive Markets
21,347 31,150 P1 Consumer and Investor Protection 28,020
3419 3.530 {1} Consumer Groups and Councils Grant in Aud 2530
17.924 27820 {21 Compatton Commizsaon and Competition Sansce Grant in Aid 24,490
1,314 700 P2 Trade Policy 700
1,314 700 Grant i Aid to Simpler Trade Procedures Board (SITPRO) 100
10,485 8,170 P3 Regulation of the Postal Industry 3.487
10,485 3170 Grant-in-Aid 1o Consumer Councal for Postal Sarvices (POSTWATCH] 2,487
33,146 41,020 Gross and Net Total 38,207
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Function 0: Security of Energy Supply

16,320 13,100 01 Nen-Muclear Expenditure of a Regulatory Nature 11.300
16.320 13.100 Gas and Electricity Consumer Council (Energywatchl Grant in Ald 11,300
15,872 10,600 02 Petroleum licensing and royalty 10,600
5,872 600 {a) Refunds and repayments under petroleum licences G600
600 600 1} Refunds and repayments of overpayments of application fees and
of initial and periodic payments for oances 600
5272 {2 Repayments of royalty, including any interest due
Royalty payments are collectad on account and are subsaquenthy
adjusted when actual amounts dud have been detarmined.
Repaymenis may also be made under the Petroleum Act 1988
10,000 10,000 [b) Payments to Northern Ireland ) 10,000
10,000 10,000 Proportion of proceads from patroleum icensing and royalties 10,000
32,192 23,700 Gross total 21,900
lass"
15,872 10,599 Q2 Appropriations in Ald 10,599
16,872 10,589 QZ01 Petroleum licences and royalty 10,599
15.872 10,599 Apphcation fees for petrolaum exploration and production icences,
and initial and pedicdic payments. Rovalty on petroleurn won and saved. 10,599
16,320 1310 Met total 11,201
Function R: Enterprise Growth and Business Investmeont
6,631 6,500 R1 Innovation in Support of Knowledge Transfer 6,500
6631 6,500 Grant-in-fud to the Desgn Councgil 6,500
6,631 6,500 Gross and Met Total 6,500
Function 5: Regional Economies
1.313.951 1,756,088 51 Regional Development Agencies 1,807,374
1,308,951 1,751,088 {1} Grant in Aid to Regional Developmaent Agencies 1,802.374
5,000 5,000 12) Corporaton Tax payments 1o Regional Development Agencies 5,000
1,313,951 1.756,088 Gross and Net Total 1,807,374
Function T: Maximising Potential in the Workplace
B.586 7.914 T1 Employment Relations 7.356
B.586 7.914 Equal Opportunities Commission Grant in Ald 7356
8,586 7.914 Gross and Met Total 7.356
Function U: Corporate Activity and Insolvency Framework
539 382 U1 Refunds of pension adjustments to pensioners for UK income tax gz
540 333 (1) Eurcpesan Space Agency 333
59 58 (2 Eurppean Pateni Office ]
529 392 Gross and Net Total 382
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Department of Trade and Industry Request for Resources 2: Science

Spending in Departmental Expenditure Limits (DEL)

Central Government spending
31,156 32,555 A The Royal Society 36,359
5,600 5,850 B The Royal Academy of Enginearing 7.885
L] 14,050 C The British Academy 18,085
D Science and Society
7,295 40,807 D OST Initiatives 15,575
83,775 74118 E Knowledge Transfer Programmes 94,000
3,760 0 1] Unnvarsity Challangs Fund 0
B0, 844 64,403 12] Higher Education Innovation Fund H3 000
8,012 8.715 {3] Exploitation of Discoveries at Public Sector Aesearch Establshments 11,000
1,158 (1] 4] Science Enterprise Challengs Schemes 0
206,268 379,160 F Science Research Investment Fund 300,000
7.801 4,923 G Science and Engineering Base Group Administration Costs 3,500
7.801 4,860 1] Adminstration Costs 3,500
63 12) Share of Depanmental capital expendituie
(3] Cost of Capital and impairment of assets
less;
0 43 1GZ) Appropriations in Aid 0
44 Capital Related Recsipts
7.8M 4,874 Nat Total 3.500
9,089 8,085 H Transdepartmental Science and Technology Group Administration Costs5,000
9.083 7.8950 1) Administration Costs 5,000
135 12) Share of Dopartmantal capital expenditure
lass:
1] L {HZ] Appropriations in Aid a
& Cagutal Related Recaipts
9,089 7.986 Net Total 5,000
| Biotechnology and Biological Sciences Research Council
{IZ] Appropriations in Aid
&, 000 Co-fundeng by Departrmant for Enwrenment, Food and Rural Affars 1.000
0 5,000 Gross and Met Total 1,000
31,740 18,097 Research Councils’ pensions schemse
17,849 13,300 Cambridge/Massachusetts Institute of Technology
1,662 B0G Foresight Link Awards
24,501 2,620 Joint Infrastructure Fund
Spending in Annually Managed Expenditure:
11,192 18,769 J Research Councils’ pansions scheme 15,269
11,192 18,643 {1} Payments of pensions 15,143
Fi {2} Increéase in value of liabdity due to interast on scheme labilties il
50 {3) Current Sanvice Cost (increase in present value of scheme labilities
axpicted 10 arisa fromeamployee service in the current penodl and increase @ valua of
liability arising from curfént Senice cost, past senses cost,
group and individual transfers and added years 5
lass:
0 67 (JZ) Appropriations in Aid 67
BT Receipts of employess’ and amployers’ contributions and transter values 67
11,182 18,702 hlet Total 15,202
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Table B1 UKAEA Pension Funds Request for Resources

Spending in Departmental Expenditure Limits
Central Government's own expenditure

Function A: Payments of pensions, transfer values and repayments
of contributions

50 62 A1 Resource costs relating to payments of pensions, transfer values
and repayments of contributions 62
50 62 {1} Notignal Audst Fea L)
50 B2 Gross and Net Total h2
Spanding in Annually Managed Expenditure:
Function B: Payments of pensions, transter values and
repayments of contributions
286,652 303,418 B1 Resource costs relating to payments of pensions, transfer
values and repayments of contributians 308,539
160, 284 195,856 (1] Increaze in value of liability dus 10 nterest on scheme kakilities 204,729
g0, 212 100,130 (2} Current Service Cost Gncrease in presant value of schema liabdlities
expected to anse from employes senace in the current penicd) 97, 810
17,156 7433 {3) Incroass in value of liability ansing from curent sednice cost, past
Service cost, -groep and individual transfers and added vears 6,000
g
38,437 28,974 BZ Appropriations in aid 101,403
21,238 22028 (1] UKAEA employses’ contributions 23,639
43 46 {2] UKAEA employers’ contributions 71,764
17,166 5,000 3] LKAEA transler values receved 6,000
248,215 274,445 Met total 207,136
286,702 303481 Gross total 308,601
38437 28,974 Gross recelpts 101,403
248,265 274,507 Met total 207,198
Payments In Respact of Provisions (AME)
143,537 155,522 (1) Payment of pensions ete Includes lemp sums and annual
pensions for age and ill-health retirerments, lump sums on death,
and dependants pensions 156,364
9,200 9,200 {2) Payment of transfer values
Payment miade when farmar mambaers of the schames join a new
amployar' s accupational pension schame of are transterred back
to the State Additanal Pension Schame, The transtar value |s
pased on the members' accrued pensson nights at the date of
termunating employment covesed by the schemes 9,200
400 400 {3) Repayment of contrbutions 400
153,137 165,522 TOTAL EXPENDITURE IN RESPECT OF PROVISIONS 167,964
2,179 1] Extra receipts payable to the Consclidated Fund o
I adidition to approoniations i akd, there are the following astimaled recespis:
2179 Excess recaipts not authonised 1o be used as appropristions in md fuaitun OCS)
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Annex B2

British Aerospace At 1980, Section 8

Mature of lability

The Government |3 contingently kabla, in th
event of BAE Systems beng wound up, othar
than for the purpase of reconstruction or
arnabgamation, 10 discharge any outstanding
liability of BAE Systems in respect of any
obhgation which vastad in it by virtua of
saction 1 of the Batish Asrospace Act 1580

Statement of Contingent or
Nominal Liabilities

at 31.3.20¢

3132003 :

Unguentfiable

Unguantifiable

Unguantifishle

Telecommunication Act 1984,
Section BBLZ)

The Govemment is continganily liable, i tha
avent of BT plc being wound up, other than for
tha purpose of raconstruction or amalgamation,
1o discharge any cutstanding liabihty of BT plc

for the payment of penssons which vested in them

by wirtue of the Telecommunications Act 1984,

Unguantifiable Unguanufiable Unguantifiable

Nuclaar Installatons Act 1965,
Sections 16 10 18, as amendad by
the Energy Act 1383

Statutory kability for thind party claims in
exeass of the operator's kability in the evant
of & nuclear accudant in the LK

up ta 140 Unguantitiable  Undquantifishis
{approsimaehy

per mcident)

Abormae Energy Authonty Scts
1854 and 1971

Indermmnities given to the UKAEA by the
Secretary of State to cover certain indemnities
given by UKAEA 10 carriers and British NMuclear
Fuels against cartain claims for damage caused
by Muclear matter in the course of carmage

Unquantifiable  Unguantifiable  Unguantitisbla

Coal Ingdustry Act 1994, Scheduls §;

Pasagraph 2 (9)

Deeds of guarantes dated 31 October 18994 in
respect of Brtish Coal Corporation Pension
Schames (Mineworkers Pension Scheme and
British Coal S1aff Superannuation Schemel in
which the Secratary of State agreas 1o mast
& deficiency in the Schemes’ ability 1o fund
pension benefits laid down in the Schemas.

Unquantifiabls  Unguantifiable  Unguantifiable

Industrial Davelopment Act 1982,
Secton B

A hability undar the Department’s Small Firms
Loan Guarantes Scherma on outslantding
guarantees for boans granted over,
approximately. the pest 7 years

11623 1368 180

Companies Act 1885, Section 256
las amended by the Companes
Act 1589

A guarantee has been grven to the Financial
Repoming Council that if the amaount held

in the Legal costs fund falts below £1millkon
in any year, an additional grant will be made
1o coveds legal costs subsequently incurred
that yaar.

Unguantifiabde  Unguantifiable  Unguantifiable

Indusiry Act 1972, Section 10

Homa Shipbasilding Credit Guarantee Scheme
Guarantees 1o banks in respect of koans made
to LUK Ship owners for the constructon,
completon of alteration of ships and offshode
instaliatsons.

Unguantifiabde Unguantifiable Unguantifiablo

Chuter Space Act 1986

198

The Outes Space Act (19B86) gives the
Secretary of State the power 1o licence UK
companias and nationals who intend to
procure andfor operate in Spece objects.
Beafora issuing a icanca BNSC reguires,

Unguantfabie  Unguantifiable  Unguanttiable
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Annex B3
Research Council’s Grant-in-Aid

Table B3 Research Councils® Grant-in-Aid

Research Council Tables analysis of expenditure by type

Engineering and Physical Sciences Research Council

All in 0005
2004-05 200e5-05 2006-07
Quftturn Total Provisions
Provision
Gross Expanditure
19,410 23,054 Central Administration 22 806
140 194 Restructuring 284
3,500 3,510 CCLRC 3,520
325,750 367,31 Grants for Research in Universities and Other Bodies 465,650
291,250 19126 a) Curnant 425,670
34,500 47 585 b} Capital 39,980
137.470 160,785 Postgraduate Awards 167,775
19,680 18,941 Other Expenditure on Resaarch 18,151
160 170 International Subscriptions 170
-1,060 -330 Mon-cash tems 250
506,060 673,635 Total Gross Recurrent Expenditura 678,648
Major Capital Expanditura
730 552 i} Centrad Administration 1.300
o] 1,500 iij. Orher Expenditure on Aesearch
505, THO 575,687 Total Gross Expenditure 679,946
Financead by
500,450 575,010 Resource/Capital Budget 649,830
17,990 21,677 Current Aeceipts 21,677
5,930 7.145 al Government Departments 1.145
9 400 11,428 b Other Research Coundils 11,436
2180 2627 ) Othar Bodies 7.627
120 45 i Restructuring 45
360 434 ) Other oparating receipts 434
0 o Capital Receipts 0
12,660 42 E77 Transfer to Reserves -13.238
506, T80 575,687 Total 674 946
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Table B3 Research Councils’ Grant-in-Aid (contmued)

Research Council Tables analysis of expenditure by type
Biotechnology and Biological Sciences Research Council

Gross expenditure
B.000 10,000 A Central Administration and Expenses 11,400
130 8,995 B Restructuring [ Superannuation 1,625
18,01 78,370 C Grants and Contracts to Research Institutes 87450
and other research bodies
T6.370 gl Research Institutes BT 450
148,192 174,979 D Grants for Research in Universities and 214,762
Other Bodies
151,479 al Current 184,143
23,6500 bih Capital 30,618
BATT 36,816 E Postgraduate Awards 40,548
200 200 F International Subscriptions 850
13,061 13,379 Mon - Cash Items 14,464
13,373 Lost of Capial and Depreciation 14,464
283 831 321,733 Total Gross Recurrent Expenditure arn.se
19,080 18,655 G Major Capital Exponditure 34,950
191320 aj Institute's atc 4,600
475 Bl Adrmiristrateon 450
J02.921 341,294 Total Gross Expenditure 406,149
Frnanced by:
2B7.5M 326,364 Resource/Capital Budget 375,774
5,100 5330 Current Receipts 21,375
5,000 a) hher Research Councils 7075
330 bl Mescallanecus Heceipts 14,300
10,250 8,600 Capital Receipts 9.000
302921 341,294 Total 408,149
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Table B3 Research Councils’ Grant-in-Aid (connnuedd]

Research Council Tables analysis of expenditure by type
Arts and Humanities Research Counecil

P T

1

Gross Expenditure
3,586 Central Administration 3,524
0 Restructuring o
Grants for Research in Universities and Other Bodies
47.252 a) Currant 50,104
0 bj Capital o
33,855 Postgraduate Awards 37.297
1,675 Other Expenditure on Research 2, 365
28 International Subscriptions 30
m MNon-cash tems sz
B, 727 Total Gross Recurrent Expanditure 102,673
Major Capital Expenditure
42 if Cantral Admmistration 3
0 i) Cher Expanditure on Research 0
0 BE,T69 Total Gross Expenditure 102,804
Financed by:

Resource/Capital Budget
Currant Receipts

58,84 al Government Deparimeants 90,557

56 bl Cther Researnch Councils 1

18,220 el Other Bodies 10,238

a 1 Restructusing 0

27 &) Other ocparating receipts ]

42 Capital Receipts EE D]

422 Transfer to Reserves 1.821

0 86,769 Total 102,804
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Research Councils' Grant-in-Aid (contnued)

Research Council Tables analysis of expenditure by type

Medical Besearch Council

Al in £000s
Provision
Gross Expanditura
15,400 17.437 Cantral Administration 14,800
2200 12,089 Restructuring 14,652

233477 245,274 Council Institutes. Establishments and Other Staff 193,680

14,461 37,699 Grants and Contracts to Research Institutes and Other Bodies 15,578
[ 1,000 al CCLRC 1.000
14,401 36,699 b Othars 14,578

122,073 130,234 Granis for Research in Universities and Other Bodies 165,951

106,646 115,447 &) Current 154,301
16,427 10,787 bl Capital 11,6580
50,394 51,640 Fostgraduate Awards 56,981

9.5900 11.951 International Subscriptions 12,109
8,378 28,357 Commuaercial Fund 20,530

457 281 533,881 Total Gross Recurrent Expenditure 454 261

28,437 37,195 Major Capital Expanditura 68,618

1] L] i Cantral Adminstrateon 0

76,437 37.185 il Institutes 6a.6ig

486,718 571,076 Total Gross Expenditure 552,879
Financed by!

453,434 486,539 Razource/Capital Budget 501,665
53,430 60,700 Current Receipts 41,093
21.002 23,860 al Governmant Departmeants 16,153

3,451 381 bl Commissions from tha EL 7 Ehd
28,977 32,920 ¢l Othar 22 286
28,516 140,412 Commercial Fund Receipts 29,376
] 4,000 Capital Receipts (1]
-48,662 2 [120,575] Transfer to | from Reserves -9,255
lﬂE.::HE 571,076 Total 562,879
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Table B3 Research Councils’ Grant-in-Aid {continuad]

Research Council Tables analysis of expenditure by type

Matural Environment Research Council

Annex B: Supplementary Tables

L= Provision
Gross Expenditure
Central Administration
20,942 21,366 NERC Caniral Admimstramon 21,700
3,127 2,259 Staff Restructuring 1,576
137,365 153,670 MERC Research Centres, Services and Facilities 161,914
4,088 3,650 Grants and Contracts to CCLRC 3,741
Grants and contracts for Research in Universities and Other Bodies
76,650 83.718 a) Current 01,582
5,783 65978 bl Capital (excluding JIF] i, 53
2.500 2,600 ch Joint Infrastructure Fund (JIF) 2500
26,141 28,978 Postgraduate Training Awards 30,339
48,700 48 900 International Subscriptions 43,700
13,742 32,408 Mon Cash (Depreciation, Cost of Capital and Provisions) 48,706
339,038 385,427 Total Gross Recurrent Expenditure 422,301
Major Capital Expendifure
27870 31,845 iy CentrasfSurveys, Sarvices and Facilitiss A0.270
366,908 417,273 Total Gross Expenditure 462,571
Finanged by
317,408 371,092 Resource/Capital Budget 416,348
49,500 46,181 Current Receipts 45,637
12,200 12172 Commizsions from Govemnment Departiments 11,654
4100 4,428 b Commissions from the ELU 4,535
18,200 18,098 ¢l Othar Commissions 17,731
2,300 1,470 o) From Other Councils for Joint Services 1,026
10200 il &) Uthar Hecaipts 7291
2,500 2,500 fl Jaint Infrastructure Fund {inchiding REFCE contributions) 2.500
o 0 Capital Receipts 586
Transfer To Reserves
366,908 417,273 Total 462,571
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Table B3 Research Councils’ Grant-in-Ald (continued)

Research Council Tables analysis of expenditure by type

Partical Physics and Astronomy Research Council

Al in £000s hi g
hstturn  Total Provisions
Provision
Gross Expenditure
£.702 5.461 Administration (ncluding joint semices) 6573
1.631 1.927 Restructuring 1.325
16.451 14.343 Council Institutes and Establishments 17.274
35476 38.467 Grants and Contracts to Other Research Bodies - inchuding 40,000
CCLRAC and CERN
T8 329 72145 Grants for Research in Universities and Other Bodies 17817
5 GET 63.204 a Currant 68,317
15.985 0000 bl Joint nirastruciure Fund including HEFCE contributions) 0.000
B.GET B845 ¢l Capital 9,500
15.036 16.757 Postgraduate Training Awards 18.688
150,365 165.085 International Subscriptions 163,300
3019 24803 Other Expenditure on Research 21.756
334.184 339.792 Total Gross Recurrent Expenditure 346,733
anez 3.429 Major Capital Expenditure 3.289
337.896 343.221 Total Gross Expenditure 350,022
Financad by:
307 566 306.5686 Departmental Expenditure Limit lincluding AME for 2002-03) 313.485
304M Estimated International Compensation 30,037
30,330 6.184 Current Receipts 5.500
30.330 6.184 a) External income (including Joint Infrastructure Fund and 6.500
HEFCE contributions)
0.000 0.000 Capital Receipts 0.000
33?_.3:93 343221 Total 350.022
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Annex B4

Table B4

Research Council’s
Long Term Projects

reconciliation with the Estimate

Biotechnology and Biological Sciences Research Council

OO0 Wt OO it

Prigest

Rasearch Institutes

Year of starif

of wear af

af wear of

[a] Land and Bulldings Schemes in progress on 1 April 2006

Institute for Anemal Health
Pitonght Redevelopmeant

Johin Innas Lantra
Capatil Ratonalisation Programime

Aasmd ghigem Iestjute
SABU Roplngemant

Rothamsted Rasaarch Inetiuts
Agro Eco Busiding
Schaemas costng kess than £400,000

bl Plant, Machinery etc
Herms cosiing less than £400,000

200304

2000

200506

2005-06

200702

20000

200509

eatimate ol
i % T

121,000

15,000

4000

: 5 .J\.“ o z

‘Spand In Extimated

o 20002008 FHNE i Pubure

Z.369 4,501 114,130
[i] 06 27095

0 2565 14,745

Ta ba spant

Long-term capital projects - details of work services costing over £400,000 and

120,000

3500

15,000

11,480

2150

| Total

—tm——a

5521 150,250

143,500

1 BESRC Office

a) Land and Buildings

acherms costng |osg than. £4800, 000
{b] Plant, Machinery stc

amse costng hags shan TA00, 000

N Tonal

Gross Total

—mr =

150,250

LEas
Capital Receipis
Sate of Lord and B ubgings

Nt total

150,260
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Long-term capital projects — details of work services costing over £400,000 and
reconciliation with the Estimate

A} Land and Building schames costing more than £400,000 and in progress a1 1 April 2008

MIMR Proysicat Biochermestry H03-0d J00E06  Estmated BE0 473 200 10
End of 05
1HR Armal House Refuh 200004 200506 Estenatod 1630 1.360 280 20
2008
EEU = Temporary acoomimodation 200304 200405  Complated £00 454 i) (1]
1 Jan 2005
EEU — CIDEM Accommsdation 200405 200508  Estmated E.500 15 &) 6,085
OG0T
C5C - Anirral facliy 200405 J00E0T  Essmated 10,000 1,563 5,667 &
Do 2006
| MRSU - consitution 1o new 00606 200607 Entenated 3,000 3,000 o )
peesmmadston Juns 005
LKEE =~ ARES snimad fachny 200405 200708 Estrmated 1,000 3,009 3,397 24,834
] ond of 07
CBSU - naw WA bulding and mactung  2004-05 200607  Estrmated 1,941 &0 1.697 153
006G
Geenia - refurb ot Fajen 200304 300807  Estmatod 2653 208 1.065 1,300
Jdan 2007
Harwnll - pucchase of sase 2006-08 300508  Estmated 3,000 0 0 3,000
200506
LIS = MATRS 200304 200708 Estmatsd 155,000 330 2050 152,611
and of 07
Total 215,854 10812 14,308 188,804
Schemes costing less than £400.000
IHA = Sieranar affea refurls Orgoing A0 307 o i]
BAHLI = nefurt of aremal apace Cramphetad 275 75 a 0
Bl 2006
Harwall = security and annm Compiatad
Harvweall - refur ftal for Dodond cantre Completed 148 B a7 L
M 2005
Upsnda = rnw Block at Entabba Estmatad 260 290 1] (1]
Doc 2005

 Alocation for Estate Maintenanice projocts

Total 1,043 Bl 56 L]

B} Plant and Machinery and Permanent Equipment costing more than £4040,000 13,500

LME Miooscope 500

MNIMA Meroscops 500

HIMAS WAA TO0MHz scannar (CE) 12040

Tetal MRC unit CE delogated budgets 11,300
 Plant and Machinery and Permanent Equipment costing less than C400,000 (1]

~ Total 202,704

Less recelpts from sale of assets 4000
Mot Total T9E.704

126 For more information on complatod MAC Long-term capital projects plaase see the 2005 OT1 Dapanmental Repon
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Table B4

reconciliation with the Estimate

Councils for the Central Laboratory of the Research Councils

Annex B: Supplementary Tables

Long-term capital projects — details of work services costing over £400,000 and

Estimatedl  To be soent
. il e i e
Todal st yeaes  MOSJ006  years
AjLand and Buildngs Schemes costing mose than £400,000 and in progress st 1 April 2005
TETZ Busichrgs 200304 200807 200607 28,3714 30,000 3,000 21,000 5,000
A1 Upgrade 200508 200708 200708 16 00 16,000 4] 50 15,950
A22 Extomsion 200508 2006506 200608 1, 00¢ 1,000 1] 500 100
G hocie 200506 2005068 200506 5EA. = ¥} 550 14
A&7 200508 00607 200607 3,300 3,300 1] 300 E
Mow Rocapeon Buildng and Gato 200508 200607 200607 1,000 1,000 0 150 B50
Schemes costing less than £400,000
Vanoys WEroas e LT 1100 LI} 90 200
Total 23,850
&) Plant Machinery and Permanent equipment costing more than E404.00:0
Hefium 3 Fasility 200102 200405 200506 00 GES B2 (3] [1}
Maelin Spactioriabar 200002 200506 200508 & 900 ASH00 3608 1,128 166
Target Station 3 200203 00808 200806 67285 115, 400 16,497 72,260 77,853
#GLS 2003-04 200807  2008-07 11,500 11500 6,526 4,870 304
BAICE 200304 J006-07 300805 110, E00k 5700 :101] el B, 1462
FEMD 200004 2004058 200508 a2 480 310 140 i}
Hotvwas 200304 200506 200508 AR5 AES 360 125 [}
Sangals 200405 200508 00508 600 ] Li1{F] &0 {1
BAIRI 200405 200807 J005-06 L Y] 451 320 13 a
Pl Gamera 200304 00706 0V -05 103 10 410 350 25
Gimini 200405 2007408 200708 3, 5000 O 207 1,585 1,728
¥ Ray imaging 200405 200708 200708 55 565 ] 300 47
Frort and e stand phasel 200508 200607 00607 1,008 10348 =] 28 fo8
Boultileyer polanirmeies 2005-06 200805 200803 435 45735 Lk 50 A5
AGLS TDR 2005-06 200607 200607 1,600 B0 L1 20 S0
ftama costing less than £4,000
Vs Waious Wt Watkoim F340 1450 102 Ba8
Total 43,439 81,070 117,502
Leas rapsipes fom sile of agsars
Met Total 81,070
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Annex B: Supplementary Tables

Non-Departmental Public Bodies

Listed below are those Non-Departmental
Public Bodies (NDPBs) sponsored by the

Department of Trade and Industry.

Executive Bodies

Advisory Conciliation and Arbitration
Service (ACAS)

British Hallmarking Council
Civil Nuclear Folice Authority™
Coal Authority

Consumer Council for Postal Services
(Postwatch)

Gas and Electricity Consumer Council
(Energy Watch)

Mational Consumer Council
Competition Commission
Competition Service

Design Council

Equal Opportunities Commission (EQC)

Hearing Aid Council

Nuclear Decommissioning Authority’®

127 Established 1 Apdl 2005
128 Formal commancament of aparaticns 1 Apnd 2005

Research Councils
Arts and Humanities Research Council (AHRC)

Biotechnology and Biological Sciences
Research Council (BBRC)

Council for Central Laboratory Research
Council (CCLRC)

Economic and Social Research Council (ESRC)

Engineering and Physical Sciences Research
Council (EPSRC)

Medical Research Council IMRBC)
Matural Environment Research Council (MERC)

Particle Physics and Astronomy Research
Council (PPARC)

Regional Development Agencies
Advantage West Midlands

East Midlands Regional Development Agency
East of England Development Agency

Morth West Development Agency

One MNorth East

South East England Development Agency

South West of England Regional
Development Agency

Yorkshire Forward
Simpler Trade Procedures Board (SITPRO)

United Kingdom Atomic Energy Autharity
(UKAEA)
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EXPENDITURE PLANS

The following table shows the gross administrative expenditure funded by the Department for
the larger executive NDPBs and tribunals. “Larger” means here a body which has 25 or more
staff and which normally relies on Government grant or grant-in-aid for 50% or more of its
income, or trades mainly with other Government Departments. In the case of the Research
Councils (RCs), the figures represent their total running costs and include expenditure on
research undertaken at their institutes. The RCs’ figures are net figures. They therefore exclude
expenditure on research work commissioned by Government Departments, the EU, etc, and the
private sector.

e I . Plans Plans
BBSRC
Service Providers 64 40 .20 T2.30 725 7490 8290 98.7 102.2 1047
Palicy Advisers 1.00 1.00 1.00 1.3 1.40 1.50 1.6 1.7 1.8
Suppost and Ohg 380 380 390 4.2 5.20 5. 50 5.6 6.7 54
Total 69.20 T6.00 1720 78.0 £1.50 #9.90 106.90 10960 112.40
ESRC
Sarvice Providers 200 210 220 25 318 370 375 380 185
Falicy Advisers .40 050 060 0.4 0.40 050 050 080 0.80
Support and Ohs 040 (.60 060 0.7 o7 090 0.90 090 1.00
Total 2.80 3.z20 340 4.0 4,27 5.10 515 5.30 5.45
EPSRC
Service Providers™ 21.00 21.50 2720 381 2572 2521 1585 F.02 38.00
Policy Advisers 220 240 250 45 4.89 526 G.02 5.02 5.02
Supporet and Ohs 6.00 7.10 7EO 6.0 500 680 7.35 725 7.05
Total 2920 31.00 3720 486 36.59 ara 3212 50.29 50.29
MRC
Sarvice Providers 122.00 123.54 132.10 1529 18308 182:51 FIBET 27308 22969
Falicy Advisers 690 504 742 A& 748 7.45 Baz 811 0.31
Support and Ohs 820 830 8.1 103 a2 .89 793 7.50 .70
Total 137.10 138.78 148.43 1717 157.68 196 85 235.72 24059 245.90
MNERC
Sarvice Providers™ 91.70 93.60 97.50 112.4 112.30 127.05 129,54 132.00 131.41
Palicy Advisers 310 3.10 320 38 363 410 418 4,26 4.2%
Support and Ohs 530 G40 540 6.3 6.27 7.08 723 Tar 733
Total 100.10 102.10 106.10 122.3 122.19 138,256 140.96 143.63 142.99
PPARC
Sarvica Providers 44.70 4247 4293 443 4528 46,79 4819 4% 64 51.13
Falicy Mdvisers 270 241 769 748 787 280 299 3.07 3.16
Support and Ohs 2.00 1.82 1.96 2.0 705 i1 2AT 217 2.4
Total 49.40 46.70 47.60 491 50.20 51.80 53135 54,88 56,53
CCLRC™
Sarvico Providars 255 17.3 18.79 21.90 244 4.4 74 4
Paolicy Advisers 0156 a 035 oLe7 0.5 s 0.5
Support and Ohs - -
Total 270 17.4 19.14 22.77 24.90 24.90 24.90
AHRC
Service Providers 168 237 2a7 2.4
Palicy Advisers 0.66 0.73 0.74 0.78
Support and Ohs 326 214 b 11 .24
Total - . 559 6.24 6.26 643
TOTAL SCIENCE 387.80 39778 422 63 431.0 511.57 54753 605.34 B35.45 644,89

132 Since 196899 aomo payrments 1o CCLAC relating 1o Research grants 1o HEIs hive Béan excliied from here and ncluded a3 part of the grants
133 In 1965838 & far highar proporion of the Council's ressarch was undertaken i s own institutes and the tend & oxpicied to comtinug
134 Prios to 200304 most of CCLRC's Government funding cama thigugh tha ather ACs, From 2003-04 it was decided to fund CCLAC directly
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Annex B7
DTI Public Appointments

The Department of Trade and Industry (DTI) is responsible for over 60 public bodies and for
various tribunals. In total DTl Ministers make around 3,000 appointments 1o these bodies,
although this will reduce to around 1,000 after responsibility for the Employment Tribunals
transfers to DCA on 1 April 2006

Typically a third of DTl's appointments come up for review each year and of those at least half
will usually be considered for re-appointment.

An appointments plan setting out the DTI's strategy on public appointments can be found on the
OTl website. '+

Bodyf Position Period of Current Remuneration  Time nput
Name of appointee ' Appointment (E pa) Idays pa)
Advantage West Midlands

Mick Paul Chawrrman 1411 22005 - 131 2/2008 76,875 Fart time
Richand Hyde hermiber 1471 272005 - 131 22008 B,153 Part time
Advisory Conciliation and Arbitration Service

Anthaory Dubbing Memiber 07/052005 - 30042008 15a5.00 Part tima
Rita Donaghy Chairman 0811 02005 ~ OBM 02006 B4,974.00 Part tima
Sarah Veale hembsr 01052008 - 30/04/2008 1545.00 Part time
siman Ausrbach hamber 01/052005 = 30042008 154500 Part tima
Susan Jenking hember 01/05/2005 - 30/04/2008 1545.00 Part tims
Agriculturs and Environment Biotechnology Commission

Anna Bradley hhamber F1AN 2005 = 300042005 4,800 Fart time
Davicl Casmichae hMamber 31,/09,/20086 - 30/04/2005 A.800 Part tene
Ed Dart Member F1/012008 = 30047008 4 200 Part time
JeH Maxwell Maembaor 3102005 = INN0L2005 4,800 Part time
John Gillkand amber 31012008 = 3000412005 4. 800 Part time
Justine Thomion Wembar 31/01/2005 = V042005 4,800 Part tirme
Rosie Hails Member 1012006 - 30042005 4,800 Part timea
Arts and Humanities Research Council

April Melahon amber 11/032005 - 31082007 6,280 Part fime
Batwam Bakimadnia famber 11032008 - 31082007 i, 20 PRt time
Brian Folatt Chatrrman 11032005 - 30/ 02007 15,100 Part tima
Feticity Gooday Membar 11032005 = 3106/ 2006 6,280 Part fima
Felicity Riddy Mambar 11032005 - 3102007 B370 Fart ume
Geaama Batker Membar 11/032005 = 31082006 6,280 Part tima
Ivein Asquith Member 11032005 - 21/08/2007 5,280 Part time
John Caughis hember 112005 - 31082007 8,370 Fart time
Lisa Jarding Member 11032006 - 31082006 6.280 Fart time

140 hitigcifesvens die gov ukfaggontmisnts-mdan html

223






























Annex C: Managing the Department

Annex C1
Electronic Service Delivery

‘Sarvice E-enabled To be

i . at end 2005 E-snabled
SMALL BUSINESS SERVICE:

The national Business Link e-channel = websita™ and distributed call systam (0845 GOO00E6) - v

plays a prvotal rode in the delivery of joined-up Government mformation and support senaces to SMEs

Business Support Directory™ - information on a range of support products available from Government v

for business

Grant for Research and Development (formerly Smart):

¥ Dedicated web pages™ - application forms and guidance notas can be downloadad and hard
copies of literature and forms can be ordered

¥ Electronic payment of Grant for R&D and on-going Smart grant nstalmants

L

Grant for Investing in an Innovative idea'™

Banchmark Index'™

Knowledge Transfer Partnerships™ - micrmaton end appbcaton forms
STEP'“

Small Firms Loan Guarantee'™ [SFLG):

Wab page with scheme details on the DT and Busingsslink wabsites
Booklet available a5 a download from tha DT website

Communication via emadl for borroweers and lendars

Most payments under guaraniee made 1o lenders by BACS
Ongning pramium poyrmants for large (oans made slectroncally by Direct Debit

=S RSN

LRI R K

REGIONAL SELECTIVE ASSISTANCE (RSA]

Schema now closed 1o new applications — ongolng grant instalments made electronically via BACS ¥

Enterprise Grants
Scheme now closed 10 new applications — angoing grant instalments made electronically via BACS L4

THE PATENT OFFICE™:

Renawals of Patents (receipt of applications and ssuing certificotel

Henewals of Trade Marks and Designs (receipt of apphications and isswng corificate)
Mew applications. for Trade Marks
Mew applicatons for Patents

o el | S

Ganaral public search faclity (Patents, Trade Marks and Designa)

14T wenaw, businesshink: gow uk

142 veww. businasslink gov uk/supgornt

143 v busmasslink gov ukied

1AL weiaw, O, gov ulfinnovalvie-icos

145 vonaw banchmiaskindes, com

1B v kiponline org usk

14T vt step. on g uk

148 wenaw. businessink gow ulgsflg | s gt gov ukiaiig
148 v patont. gow uk
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ot end 2005 - E-enabled
WEIGHTS AND MEASURES™:
Online sannces primanly ammed at stakeholders invalead in tha waighing and measuring industry, v

plus nformation fof Consumerns

SCIENTIFIC RESEARCH.

Information ¢n opportunites in stentific research and traning and on Resasrch Council™ portfolios v
Soentific Aesearch Grant Senices v
Scigntific Resparch Administration Programmea ¥
SCIENCE & TECHNOLOGY:

The Offsce of Science & Technology (05T promaotes UK science and technology thragh a vanety of v

an-lina channegig'™

Global Watch Service:

The "Globalwatchonline” websile'™ providas UK businessas with up 1o the minute data on technology [
davelopments worldwide

BIOTECHNOLOGY:

Frosvasion of information aboul biotechnology and the dalivery of Government sarvices 1o iotechnology ¥
compames through the THabo™ biotechnology portal

CONSUMER ADVICE:

‘Conzumer Direct’ nabional consumar halphing = Mational Wabsite™ and regonally based national ¥
tedaphone halpline

%

Consumer Support Network [CSNI™ - anling senece aimed at advica piovadens
Mational Debtline - website™ and call service {0808 B8 20001

%

ENERGY GROUP™:
Enargy statiktics
Damestic fuels data
Cuartarhy fusls data

Fuel stocks — key data
Oneline consultatons

Owerhead line spplicatons

E I T T T

Waylsave apphcations
[Services dikayved bevond end-2005 to ensure adequale consultatson and phased delivery of zersces.|

Energy Resorves and Development™:
Well Operations and Notifications System. W

EMisSions reporting™ ¥

150 v, e | geve ulk

161 wiwew régaarch-councits. ac uk: we bbsio.ao.wk; waww Colre A uk; WWwWIBNSTC. A LK, W BSIC.BC LK WHRWLITHC B0 UK, Wans NBrc acuk;
WY, DO, B, Uk waewabinc ac.uk

162 wwnwiost pon uk, s foresight gowul; wnw setdaomen goviuk; wee o3t povuk

153 wwner globalwatchonline com

158w it gow Lk

165 whanar, consumand ingcl, gov.uk

155 v CENCOARBCLONG Uk

VBT wanw naianabdabitine. oo, uk

158 wann it g ufanangyfonrm

153 winnw ogLdti povuk

160w sama-database.couk
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Service. Eenabled  Tobe
i at and 2005 E-enabled
UK OQil Portal *

a8l  Supply chain database o

bl Publc release of data s

¢l Envronmental consents v

dl  Decommussioning North Sea platforms v

al  Pipsling consants : 4 [

[Planned rolfout beyond and 2005

fl  Awarding North Sea licences v

gl Ermvronmental inspections v

bl Morth Sea production reporting v

i} Security of Supply v

i Produced Water Trading E Cd

|Sanvice under review]

kKl Web sarvices v

COAL HEALTH CLAIMS™:

Information about compansation schemes; calms processing v

EXPORT LICENCES™:

Issue of Standard Individus! Export Licences v

lzaue of Open Individual Export Licences

[The majonity of CIELS apphications are already recewved electronscally on dize. : 4

(Part)

EMPLOYMENT RELATIONS:

ER wabgita'™ provides informaton for employers, workers, advisers and researchars on a broad ranga of

employmeant malations topsos.
Basic information targeted at smaller employers available throwegh Businesfink.gov'™
Basic nformation tergeted at employees svadsbles thiough Diracigoy'™

Work-Life Balance Campaign™ = information and case studes on work-life issues

Employment Agency Standards™ Intormation for workers, agencies and relaied grganisations
Elecironic complaints service

b T O I e T

EMPLOYMENT TRIBUNALS™:
Applicatons 10 ampoyrnent wbunsls

ADVISORY, CONCILIATION & ARBITRATION SERVICE™:

On-hirg reguast for assistance via é-mail communication direct with ACAS staff indwidual snd collective
conciliation and advice)

3

Web-basad provision of ACAS free publications on gocd practice

Web-based provision of ACAS priced publications on good practica

Web-based senvice 1o purchase ACAS publications on-ling

Foresgn languege versions of core ACAS publications on the website

ACAS Arbitration Scharme for unfar dismissal cases

Web-based service to allow on-ina bookings for ACAS avents

1671w og dis g, uidpartal

162w dtigov.ukfcoathaalth | wenw.coalclems . com

TED s et i g ik

TEA winenwd LI g Uik

TES wenwe busenpsslink. gow.uk

186 htipfiweaw direct gov. uk/EmploymanyEmpioyeesffsien

167 wonw wominandodgualityunit gov ulwork_ifafwork_ile_balance
T vt gov, ik fgency

TES wwaw omploymantinbisnals gov ik

170 Wadn.BCas. oG Uk

b T N S S
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Annex C2
Better Regulation

Better Regulation

Better regulation is a key Department priority. Enshrined in our Five-Year Programme, it is
essential to the Department’s re-focussed goals (creating the conditions for business success
and preparing for globalisation) and is cne of the top priorities of the Permanent Secretary, Sir
Brian Bender.

Culture change

The NAO'™ acknowledged that the Department has a better regulation-promoting culture.
Challenge structures set up in 2005 include the Ministerial Challenge Panel, chaired by the
Minister for Competitiveness; and the Department’s Better Regulation Programme Board
chaired by the Fair Markets Director General. Both include representation from business, the
Better Regulation Executive'”, the Better Regulation Commission'™, and other Government
Departments. These ensure independent external scrutiny of upcoming policy and regulatory
proposals, and of the Department'’s better regulation programme.

The Better Regulation Team plays a challenge role, monitoring and scrutinising policy and
regulatory processes. This role is to be re-enforced in 2006 for an increasingly strategic and
targeted approach.

More will be done in 2006 with a new better regulation culture change plan. The Department's
vision for culture change is to achieve an open and accessible Department for business, which
supports and works for proportionate, intelligent regulation; and challenges unnecessary
burdens. This will be achieved through better policy making (regulation as last resort,
consultative, transparent, evidence-based), corporate discipline and professional skills
leconomics, law, project management, greater interchange between business and government).

Policy development and Regulatory Impact Assessment (RIA)

RlAs were produced in DTI for all 2005 proposals that have an impact on business, charity or the
voluntary sector. The NAO praised the Department for its strengths in consultation, evaluation of
economic impacts, and cost benefit analysis,'™

176 NAG Evaluation of Reguimory impact Assessmaent 20066

177 Bettor Regulation Executive, hitpJfwww cabinetofiice gov.ukiregulationfabout_usindes asp

178 Better Aeguiation Commission (BRC), independant independant advisory bady, hitpweawbro gov uk/abowt_us/
178 MAO Evaluation of Regufatony Impact Assassrmant 20056, DT Managemsan Letter
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Through a new pro-active monitoring approach The Department’s Better Regulation Team
reviewed RIAs for all major proposals. This monitoring work means RlAs are produced earlier,
and helps identify proposals for discussion at the DTl Ministerial Challenge Panel or for
clearance by the Ministerial Panel for Regulatory Accountability (FRA). Common commencement
dates were extended to all the Department’s policy areas at the start of 2006."™ And the
Department is chairing a Whitehall sub-group with the aim of simplifying and updating Cabinet
Office guidance on RlAs, including reference to administrative burdens. The monitoring process
will be revised and improved in 2006 for stronger relationship-building throughout the
Department and enhanced sectoral focus.

Evaluation is a key focus. The Better Regulation Team sponsored an MBA project'™ in 2005,
which looked at how the Department uses evaluation. It showed that currently one in three of
the Department’s evaluations concerns regulation. Areas where evaluation is particularly strong
include employment relations, consumer and competition policy and company law.

Consultation & stakeholder engagement

Total consultations'™ 47
Compliant with Cabinet Office Code of Practice

12-week rule applied or permissible exceptions: supplementary re-consultations 43
or Ministerial authorisation

Lasted 12-weeks or more 38
Ministerial autharisation for shorter consultation™ 2
Re-Consultations'™

Mon-compliant (all exemption or revocation notices) 4
Compliant with the Department’s consultation template'™ el
Two or more consultation methods used 42

Over 90% of the Department'’s consultations complied with the Cabinet Office code of practice.
The four out of 43 that did not were all exemption or revocation notices.™

An example of good practice is the Statutory Review of the Renewables Obligation. This
successfully built on 2 preliminary consultations, which facilitated early engagement to refine the
terms of reference and issues for consultation. This helped identify a new issue for consultation
(renewable obligation certificates being claimed but not issued).

180 hithooffwwew diti o ulevetioomimon_ comances. om

181 Does the Department of Trado and Indusiry have the capacity to uso avnluation affeciively in its programme of regulatory simplificaton? MBA
Project, Canolyn Campbuedl, 2008

182 This doas nat anclyde joirt consuitations with oifer bodes or independent consultations (such as tha joint consultations were casrod out wilh
Ofcom and HWMAC/Companies House, 4nd an indepandant cansultition was camed out by the Chial Sciantitic Officier),

183 Ministerial sutharisation for less than 12 weeks consultation on EL Noise Directive dua 1o oxceptionally short EU transposition timotabio,

184 Waste Electrical and Elnctronis Equipment WAWEEE) Derective; snd Cost Recovery Model for Protection Energy Comganies.

185 Four of the consultations nat comphant with the DT1 templite Wiobs oxempnon of Tevocation notoes.

186 Licansing of Exising Gas & Electricity Inorconnactars; Restrictive Practices in Dental Goods: Bastrictive Practices in Imported Hard & Softwood!
Restriction of Estata Agants’ Agsoamants,
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The Better Regulation Team regularly engages with industry-government stakeholder groups
such as 'VIPER' for the automotive industry and similar groups for other sectors. In developing
the Department's simplification plan, it engaged with business through personal letters from the
Minister, one-tc-one meetings, roundtables and a dedicated webpage and submission form.

The EU Commission, building on the success of the CARS 21 automotive sector group, aims
to launch similar groups in the sectors of energy, environment and competitiveness; defence,
pharmaceuticals, life sciences and biotechnology, mechanical engineering.

Simplification & administrative burden reductions

The Department published a draft of its first simplification plan in November 2005'7. This set
out 50 measures for delivering our £1 billion target for reductions in regulatory burdens. These
include simpler and more flexible company law (will save business over £643mill); e-enabling
Companies House and the Patent Office (will save business a further £230mill); Sunday Trading,
and employment law proposals to lighten the load on business in areas of redundancy law,
maternity leave and dispute resolution. Business and regulators have been widely engaged.
The Department will publish the final version of this first simplification plan in its rolling
programme this year.

An example of how simplification benefits business is in the field of weights and measures.
By introducing greater flexibility in the equipment that can be used to package goods, a large
business with around 3% of the food sales market could save approximately £150,000 on
in-store bakery.

The Department has measured the administrative burdens its regulations impose on business.
These include the costs of form filling, data returns and a wide range of information firms are
required to provide. This work will help identify areas with scope for simplification and enable
the Department to measure progress towards its target to reduce by 25% the administrative
burden it places on business,

The Department is taking forward key recormmendations from the Hampton Review™ on
reducing inspection and enforcement burdens through a risk-based approach, including setting
up the Local Better Regulation Office (LBRO), and transferring the Engineering Inspectorate to
the Health and Safety Executive. The internal merger of the Insolvency Service and Companies
Investigation Branch will take effect from April 2006,

The Department is piloting a new targeted and risk-based enforcement approach with the retail
sector in two areas: Bexley and Warwick. These pilots are already showing the benefits of such
an approach,

187 hitpfvesnw. dti goeullawtfsimplitya, him
188 hitpihweana: hn-treasuny. gov.ul foudgeybudget_DSfother_dooumantsibud_bud0S_hampton. cim
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Annex 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 and Public Private
Partnership contracts and resource impact relating to assets and investments for the
Department, 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 website3.

A summary of the Department’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 2004-05.

Annex C4
Capital Modernisation Fund

This fund aims to support 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. Details of these projects can be found in
previous Expenditure Plan Reports. No new Department projects were allocated funding during
2003-04, 2004-05 or 2005-06.

Annex C5
Invest To Save Budget

The Invest to Save Budget (ISB)'™ aims to finance projects that demonstrate innovation or
improvements in public service delivery. It is a joint venture between HM Treasury and the
Cabinet Office and supports projects conducted in partnership between two or more public bodies.

Up to end 2004-05 there were seven rounds of bidding for ISE funding in which the Department
was allocated £18.25million across 11 projects. Details of these projects can be found in
previous Departmental reports. The Department has no ISB projects from the eighth round of
bidding, which ran during 2005-06.

180 For pddibanal information on tha (58 f00 wwed 15D, gov. ul
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Annex C6
Public Accounts Committee

Reports

Twenty-first Report of 2004-05: The UK's civil space activities

The PAC reviewed the operation of UK civil space activities, which are co-ordinated by the
British Mational Space Centre (BNSC) hosted by the Department of Trade and Industry.

v The Government has accepted the recommendations of the Committee. Both prior to and
in response to the Report, a number of measures have been taken:

v The structure of BNSC has been revised to ensure closer co-ordination of the main funding
partners under a UK Space Board. This will assist in developing systems to track progress
against its strategic objectives;

v BNSC undertook a mid-term review of the current Space Strategy in preparation for the
next Strategy;

v BNSC will continue to make efforts further to improve performance monitoring and has
acted upon the recommendations of both the National Audit Report and the Science
and Technology Committee’s report on the Beagle 2 mission. Planning, funding and
management of projects have been improved through better cost review processes
and the signing of more farmal multilateral agreements for new projects;

v On Galileo, an independent study of the costs and benefits to the UK of Galileo was
up-dated for BNSC/DTI in 2005;

v BNSC has achieved improvements in the UK return in ESA industrial contracts, has
negotiated additional measures from ESA to address the return situation, and is continuing
to monitor and propose improvements in the operation of the juste retour process.

Sixth Report of 2005-06: Renewable Energy

The PAC report examined the Government's support system for renewable energy - the
Renewables Obligation (RO). Among the Committee’s findings, it concluded that:

v Other forms of other low-carbon generation should be encouraged, in addition to
renewables. The Government has now announced an energy review, which will aim to
ensure the Department is on track to meet its 2003 Energy White Paper goals, including
the reduction of carbon dioxide emissions;
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Annex C7
Environmental Performance

The rationalisation of the Department’s HQ estate has continued over the past 12 months to
include the Abbey Orchard Street and 10 - 18 Victoria Street resulting in reduced electricity
consumption compared to previous years. The occupants of these buildings have been moved
to both 1 Victoria Street and Kingsgate House, which has seen an increase in consumption due
to higher demand on the buildings. The chart below details the total electricity consumption
{kWh) for each of the Department’s HQ Estate building for the period January to December
2005. The columns in green represent the buildings supplied with green energy (E-on).
Unfortunately, when 10-18 Victoria Street and Abbey Orchard Street were vacated in July of
2005 the Department was unable to transfer the green energy contract to the remaining
buildings. It is intended to include in the next electricity procurement that electricity from
renewable sources supplied to 1 Victona Street is included as a criteria.

Total Electricity Consumption Per Building (Jan-Dec 2005}
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The chart above details the total gas consumption (kWh) for each of the Department’s HQ
Estate building for the period January to December 2005. Again, due to 10-18 Victoria Street
and Abbey Orchard Street being vacated in July is significantly lower than previous data and
as a result of the occupants being relocated to 1 Victoria Street and Kingsgate House, the gas
consumption has increased slightly due to demand changes on the buildings. However, gas
consumption for the estate has been continually reducing over the year,
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Total Gas Consumption Per Building (Jan-Dec 2005)
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The chart below details the total water consumption (m’) for each of the Department’s HO
Estate building for the period January to December 2005. Again, due to 10-18 Victoria Street and
Abbey Orchard Street being vacated in July is significantly lower than previous data and despite
the occupants being relocated to 1 Victoria Street and Kingsgate House, the water consumption
of these buildings has not increased due 1o higher demand but has in fact decreased that has
been as a result of improved water efficiency. As a result of the improved water efficiency, the
whole of the Department’s HQ estate has seen significant decreases in water consumption and
IS expected continue over the coming months.

The Department’s Building services are working with the Carbon Trust and Future Energy
Solutions carrying out further investigations into carbon emission reduction and introduction the
generation of renewable energy.
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Annex C8
Health and Safety Report

The Department understands and is committed to its responsibility to ensure the health safety
and welfare of its staff, contractors and visitors. During 2005-06 the Department has continued
to improve its performance and has worked with other Government Departments and
stakeholders to help improve overall performance.

The Department aims to establish a strong health and safety culture that engages all employees
in achieving significant improvements in safety performance.

In support of this aim, the Department has focused its attention on the following key initiatives:
v The Development of a Health and Safety Management System;
v Effective delivery of safety strategies in building management and maintenance;

v The development of a more robust inspection and compliance regimes to address
contractor safety;

v The provision of working conditions and workplaces that comply with the relevant statutory
requirements, approved codes of practice.

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
the Department’s 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 the Department’s headguarters to the Departmental Management Board.

The Department’s Information and Workplace Services (IWS) is responsible for co-ordinating
health and safety arrangements for the building environment. IWS proactively ensures that risk
assessments, workplace inspections and incident investigations are undertaken and that any
identified remedial actions are actioned. It acts as the Departmental intelligent customer for
building related health and safety and provides information, advice and some guidance to
Departmental Agencies and nen-Departmental Public Bodies (INDPBs).

Improving our Health and Safety awareness is one of our objectives and explanation is given in
our Health and Safety Policy available on our internal intranet. Our management systems are
based on HSE guidance in order to ensure that priority for every employee.
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The HSC guidance, Health and Safety in Annual Reports (2004), has been utilised in the
preparation of this report as the Department believes that the aforementioned publication sets a
positive framework for health and safety performance reporting and transparency in relation to
nsk management and associated internal control mechanisms.

Our health and safety policies and practices are regularly reviewed against those of other
Government Departments 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 no fatality or dangerous occurrence as defined under the Reporting of
injuries, Diseases and Dangerous Occurrences Regulations 1996 (RIDDOR), nor been served
with any health and safety enforcement notice or convicted of any breach of health and safety
law. During the year the Department'’s Asbestos Policy, Action Plans and long-term Asbestos
maintenance Plans have been reviewed. The Department’s audit and inspections regimes have
been strengthened and its fire audits have been updated to address changes introduced by the
Fire Safety (Regulatory Reform) QOrder 2004,

In line with the Government's plans to make all workplaces and enclosed public places smoke
free, all smoking facilities within the Department’s buildings have been withdrawn from

1 January 2006.This strategy has been received positively and is helping to create a clean air
environment within our workplaces. IWS has fully reviewed and significantly improved all routine
management processes of the water-cooling systems on the estate and all our buildings comply
with the basic requirements of the Disability Discrimination Act (DDA,

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

"
|
A
‘|
fin
oot
i

Staff 4 3 3 2 2
Contractors 3 3 2 0

Hate per 100,000 77 58 63 40 75
employees

There has been an increase of RIDDOR reportable this year and IWS continues to ensure that
Health and safety responsibilities are addressed, Improved policies have been rolled out and
health and safety briefing has been intensified through out the estate.

MNon reportable accidents

BT 2002-2003 . m n 2004-2005
Staff 94 62 52
Contractors 15 10 |
Rate per 100,000 1360 1640 1964 1800 1400
employees
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