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INTRODUCTION

The White Paper on science, engineering and technology', published in
May 1993, set out a range of measures designed to secure maximum
advantage from our annual public expenditure of some £6 billion on
science and technology.

These included a commitment to extend and accelerate the operation of
market forces in relation to the science and technology which
Government Departments commussion in support of their policy,
statutory, regulatory and procurement responsibiliies, This will enable
Departmental and Research Council customers to obtain an efficient and
effectuive service from a broad supply base embracing both public and

private sector suppliers.

In addition, the Government stated its belief that many of the scientific
services provided by its research establishments could be carried our in
the private sector. A number of separate reviews by Departments of the

future of individual establishments have been undertaken:

* the Department of Trade and Industry has announced its
intention to privatise the work of AEA Technology, the National
Engineering Laboratory and the Laboratory of the Government
Chemist, and to contractorise the operation of the MNatonal
Physical Laboratory;

* the Department of Transport has announced its plans to

privatise the Transport Research Laboratory;

* the Ministry of Agriculture, Fisheries and Food and the Welsh
Offfice have announced their decision to move a range of ADAS

activitics towards privatisation;

* the Overseas Development Adminstration is considering the
wransfer of the Natural Resources Institute to one or a group of

Universities.

In addition, the Office of Science and Technology announced the
establishment of the Daresbury and Rutherford Appleton Laboratories as
a non-departmental public body, to be known as the Council for the
Central Laboratory of the Research Councils.
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4.  Public sector research establishments should, within two
years, develop effective formal links with universities where these
do not already exist.

The Government accepts that links between public sector rescarch
establishments and universities can improve scientific provision. Many
links already exist. For example, the Scottish Office Agriculture and
Fisheries Department’s December 1993 policy paper “Policy for Science
and Technology™ recognised the benefits of exasting links between
rescarch establishments and Scottish higher education institutions. Other
examples include strategic partnerships with universities in respect of
many MRC Units; public sector research establishment sttt serving on
university committees and vice versa; and staff from public sector

research establishments holding posts at universities.

The Government will report on the extent of links between research

establishments and umiversities in the next Foreard Look in M:i':,' 1996,

5. Departments should review the case for privatisation of
government research establishments (including both agencies
and non-departmental public bodies) by reference to our
categorisation of activities into “front line”, “immediate support”
and “second line support™.

The Government accepts that there is a need for clear criteria for
assessing whether establishments would be suitable for privatisation.
The Government's criteria for prior options reviews of public sector
research establishments will take account of the recommendations of the

scrutiny report. These will be agreed shortly.

6.  OST should establish and coordinate, on behalf of the Next
Steps Division of OPS and consulting HM Treasury, a formal
prior options process for Research Council institutes and Scottish
Agricultural and Biological Research Institutes (SABRIs).
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Executive agencies and non-departmental public bodies (including the
SABRIs) are already subject to prior options reviews carried out by

sponsoring Departments.

To date, the Research Councils® establishments have not been routinely
subject to this process, although OST has carried out a prior options
review of Daresbury and Rutherford Appleton Laboratories and, as a
result, established them as an independent non-departmental public
body, the Council for the Central Laboratory of the Research Councils.

The Government agrees that the adapted prior options process should be
extended to all Research Council establishments and will ser a nmetable
for reviewing them (along with other public sector research
establishments) with a view to the major part of the work being

completed by the end of 1996

7. HM Treasury should disseminate fresh guidance on
privatisation in the light of recent Departmental reviews, drawing

out the differences between the various forms of privatisation.

HM Treasury issued new guidance on privatisation at the beginning of
19495. Entitled “Privatisation of Central Government Activities: Guidance
for Departments”, it summarises the main issues that Government
Departments and executive agencies need to consider during the process
of privatising a Civil Service business or activity. Guidance on various
methods of privatisation is also available from Strategic Management

Division in HM Treasury.

8. In their responses to this report, Departments and Research
Councils should publicly declare themselves open to approaches
from private sector firms or universities wishing to discuss the
potential for taking on some or all of the activities of individual
public sector research establishments.

This already happens for most public sector research establishments
through the prior options process. With the extension of this to Research
Council establishments (see response to recommendation 6) this will be

the case for all public sector research establishments.
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9. Departments should treat privatisation decisions in a
structured way. A strategic view, collectively endorsed by
interested Departments, should be taken on whether the ultimate
long-term goal for a particular establishment should be a move
into the private sector or whether it should remain in the public
sector for the foreseeable future. The policy framework in which
the establishment operates should be designed accordingly.

The Government accepts that such a strategic view is desirable both from
the viewpoint of the customer and the establishments themselves. The
prior options process provides a mechanism for carrying out reviews at
regular intervals of the status of research establishments and ensuring that
privatisation and other options are fully considered. Such reviews are
already carried out by sponsoring Departments in the case of those
research establishments which are agencies or non-departmental public
bodies. The prior options process in respect of research establishments
will be enhanced as set out in the introduction to this response and

extended to Rescarch Council establishments.

10, In any new organisational structures, most benefit will derive
from combining high potential for savings and/or flexible use of
resources with relative ease of strategic direction. Ministers
should give consideration to two alternative organisational
models in particular, both of which would involve a number of
transfers of ownership.

11. MNew Chief Executives would be required for the
Departmentally-parented groupings; for the Research Council-
parented groupings, the role would be filled by the existing Chief
Executives of the Research Council concerned.

12. As an alternative to change in organisational structures, two
Directors of Rationalisation posts should be created with post-
holders jointly appointed by appropriate combinations of
interested Departments. The Directors would be charged with
identifying and recommending rationalisation of capabilities and
facilities within the two broad areas of (a) marine and non-
marine environment (b) food, agriculture, biotechnology and

biological sciences.
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vary across the Councils’ modes of support, and the Research Councils
will be opening up their research grants when they are secking to achieve
specific research aims. The new arrangements will be monitored to check
whether a satisfactory balance is being achieved. The new funding
framework is set out at Annex B1. An at-a-glance guide to cligibility is set

out at Annex B2

28. OST should review with customers in two years’ time the
extent to which higher education institutions are quoting for
work on the same full economic cost basis as public sector
research establishments.

The Government agrees that higher education institutions should cost
their contract work on a full economic cost basis, but recognises that
there may be grounds for them partly to fund research themselves where
they have an interest in the research outcome. It welcomes the initiative
of the Commuttee of Vice Chancellors and Principals to help universities
improve their costing systems. OST, the Education Departments and the
Higher Education Funding Councils will review the situation over the
coming two years to see whether further action is needed.

29, Departments should actively encourage staff exchanges
between public sector research establishments and headquarters
and draw directly on public sector research establishment
expertise as appropriate in the specification of requirements.

Departments and Research Councils already encourage staff interchange
wherever appropriate. For example, all senior scientific posts in MAFF
are filled by open competition or trawl, involving the research institutes
and agencies as appropriate; virtually all senior and middle management
jobs in BBSRC’s research funding groups require people with scienuific
backgrounds — currently a number of senior staff in BBSRC’s Central
Office have recent research expenience in BBSRC insututes; staff
exchanges between NERC establishments and NERC's Central Office
are actively encouraged and NERC staff are encouraged to seck
secondments in Government Departments; and MRC encourages

exchanges between Units and Head Offfice.
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When considering their requirements as customers, Departments and
Research Councils will draw on a wide range of organisations for

expertise and advice, including public sector research establishments.

30. OST should reformulate the open market policy explicitly to
encompass, in addition to competition, the encouragement of
collaboration/sub-contracting by public sector research

establishments with private and public sector suppliers.

Public sector research establishments are already being encouraged o
collaborate with other suppliers, to form consortia and clubs (see
responses to recommendations 17 and 18) and to sub-contract work

wherever this will contribute to better delivery of customers’ needs.

31. MAFF should progressively withdraw from its commitment
to limit variations in its level of funding to BBSRC, replacing it
within 4 years by contractual arrangements.

Megotiations berween MAFF and BBSRC on separate contractual
arrangements between MAFF and each institute supported by BBSRC
are now nearly complete. These will be fixed price contracts and there
will be no commitment to funding levels beyond the terms of the

CONIracts.

32, Departments must ensure that the owner role is clearly
separated from customers and properly resourced. Owners and
customers should work closely together so that a long-term view
is taken of Departmental needs and the part to be played in them

by public sector research establishments.

This is well established policy and was re-emphasised in the 1993
science, Engineering and Technology White Paper “Realising Our
Potential”. Within overall public expenditure restraints, Departments will
continue to devote resources to the development of both their customer

and their owner functions.
33.  All public sector research establishments should put

accounting and other systems in place to enable them to allocate
accurate costings to programmes and to distinguish the non-staff

20
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element so that the cost effectiveness of particular facilities can
be identified. Capital investment decisions by public sector
research establishments should take account of the impact of
COSLS O Customers.

Modern costing and accounting systems are essential to demonstrate that
costs are being attributed accurately and good value for money is being
obtained. The July 1994 Green Paper “Better accounting for the
Taxpayer's money” set out the Government's proposal to introduce
resource accounting by 1 April 1998, This will assist in the production of
more accurate and relevant information with which Departments can
cost the resources (particularly capital) they use and match them with the

outputs they deliver. In turn, this will facilitate better decision-making,

34, Departments/ Research Councils should set published
targets, discussed interdepartmentally, which encourage all
public sector research establishments to use the scope available to
them to increase joint ventures with industry and/or universities
and to maximise commercial revenue from technologies/

products generated.

Partnership between the science and engincering base and industry is at
the heart of the policies in “Realising Our Potential” the Government's
1993 White Paper on Science, Engineering and Technology. Joint
ventures are an important part of this because they provide a mechanism
to increase the effectiveness of technology transfer. The establishment of
the Edward Jenner Institute is an example. This involves joint funding by
Glaxoe Wellcome on the one hand and the Deparoment of Health, MRC

and BBSRC on the other to create an institute that undertakes basic

vaccines research,

However, it is for Departments and Research Councils to decide whether
targets are appropriate to achieving their policy objectives, on a case by

case basis.

35. All public sector research establishments should at minimum
have the flexibilities inherent in net running cost operation; those
designated as privatisation candidates should be given the
opportunity by owner Departments/ Research Councils to
become either trading funds or companies limited by guarantee.
























