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Foreword by the Secretary of State for

Trade and Industry

This, my third Expenditure Plans Report for the
Department of Trade and Industry, describes the
Department’s activities and achievements over the past
year. In particular, it describes our progress against the
current Public Service Agreement (PSA) targets and
sets out our new PSA targets and spending priorities
for 2001-04.

We are living through a period of massive change: new
technology and competitive pressures can be seen in all
our daily lives.The role of Government is to work with
individuals, communities and businesses to help them
create opportunity through change. By building on the
foundations of economic success and developing
further the key building blocks, we can achieve our
long term economic ambitions and close the
productivity gap with our main competitors.

February 2001 saw the publication of the White Paper
Opportunity for all in a world of change, which outlines
our active industrial policy based on enterprise, skills
and innovation. The White Paper sets out how the
Government can help businesses and individuals
anticipate and respond to change: working to equip
individuals with the skills, abilities and know-how they
need; building capacity in all communities and regions
to enable them to grasp opportunities; ensuring that
investment occurs in the modern infrastructure needed
to allow businesses and individuals to innovate and
compete; increasing the possibilities for people to
transform their ideas into successful businesses and
ensuring markets operate effectively and fairly in the
best interests of consumers; and strengthening European
and global frameworks to maximise opportunity and
wealth creation.These themes also ran through many of
the Department’s other achievements over the last year.
I have highlighted a few of these below.

Improving skills, abilities and know-how

■ To ensure that the UK continues to attract the best
students to scientific training, we are increasing the
basic stipend for PhD students from £6,800 per year
in 2000-01 to £9,000 in 2003-04.

■ We launched a £10 million joint scheme with the
Wolfson Foundation to recruit, reward and develop a
number of the very best researchers from around the
world and the UK in key areas of science.

■ We supported ‘Enterprise Insight’, launched by the
Prime Minister to promote entrepreneurship among
young people.

■ We announced the Second Round of the Science
Enterprise Fund, providing £15 million to stimulate
scientific entrepreneurship and incorporate enterprise
teaching in science and engineering curricula.

Building prosperous regions and communities

■ We announced a £75 million incubator fund and
introduced the £50 million Innovative Clusters Fund
to support the development of business clusters and
incubators in the English regions.

■ We refocused the Regional Selective Assistance
scheme towards high quality, knowledge based
projects which provide skilled jobs.

■ We awarded £15 million under the Development
Fund element of the Phoenix Fund to support
innovative projects which address social exclusion by
promoting enterprise.

■ We lifted the stricter gas consents policy and
introduced the UK Coal Operating Aid Scheme.

■ We are investing up to £250 million in the T900 and
T600 engines being developed by Rolls-Royce for
the A380 (formerly A3XX) and B747X aircraft,
creating 20,000 jobs in Rolls-Royce and its suppliers.

Foreword
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Investing for innovation

■ In the White Paper Excellence and Opportunity for the
21st century we set out the Government’s
commitments to ensure that science works for the
benefit of all, to invest in science infrastructure and
leading edge research, and to encourage the
commercial application of science.

■ We launched ‘UK online for business’ to provide
help to businesses for them to succeed with 
e-commerce.

■ We launched the £15 million LINK Applied
Genomics programme, the largest LINK programme
ever, complemented by the new £25 million
Harnessing Genomics programme to help industry
apply this research.

■ We established the Science Research Infrastructure
Fund, providing an additional £1 billion science
infrastructure investment and keeping Britain at the
forefront of scientific research.

■ We published the DTI Sustainable Development
Strategy and contributed to a new £30 million
Sustainable Technologies Initiative to help businesses
integrate sustainability into their processes and
products.

Fostering enterprise

■ We launched the Small Business Service on 1 April
2000 to act as a strong voice for small firms at the
heart of Government and improve the quality and
coherence of support for small businesses.

■ We consulted widely on a new framework for
supporting small businesses in the UK, leading to the
launch by the Prime Minister of Think Small First –
Supporting smaller businesses in the United Kingdom – a
challenge for Government.

■ Royal Assent was obtained for the Utilities Act 2000,
updating energy regulation to put consumers at the
centre and establishing the Gas and Electricity
Markets Authority and the Gas and Electricity
Consumer Council, ‘Energywatch’.

■ We launched Consumer Support Networks to draw
together local advice and information from Trading
Standards Organisations, Citizens Advice Bureaux
and others.

■ We published the Green Paper Work and Parents:
Competitiveness and Choice proposing steps to give
more help to parents and greater support to the
businesses employing them.

■ We increased the main rate for the National
Minimum Wage from £3.60 to £3.70 per hour, with
a further increase to £4.10 per hour announced for
October 2001.

Strengthening global connections

■ Trade Partners UK and Invest UK were launched as
operating units of British Trade International with
the aims of enhancing the competitiveness of
companies in the UK through overseas sales and
investments, and of maintaining a high level of
quality foreign direct investment.

■ We pressed ahead with European economic reform,
following the actions agreed at the March 2000
Lisbon Special European Summit.

The themes of the White Paper Opportunity for all in a
world of change will set the Department’s future
direction.This Report describes the initiatives which I
plan to implement to achieve the aims set out in the
White Paper and to meet the challenging targets that
we have set ourselves.

The Rt Hon Stephen Byers MP
Secretary of State for Trade and Industry
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Rhagair gan yr Ysgrifennydd Gwladol

dros Fasnach a Diwydiant

Mae hwn, fy nhrydydd Adroddiad ar Gynlluniau
Gwariant i’r Adran Masnach a Diwydiant, yn disgrifio
gweithgarwch a chyraeddiadau’r Adran dros y flwyddyn
ddiwethaf.Yn arbennig, mae’n disgrifio’r cynnydd a
wnaethom tuag at dargedau Cytundeb Gwasanaeth
Cyhoeddus (CGC) cyfredol ac yn gosod ein targedau
CGC newydd a’n blaenoriaethau gwariant ar gyfer
2001-04.

Rydym yn byw trwy gyfnod o newidiadau enfawr:
gwelwn bawb bwysau technolegol a chystadleuol
newydd yn ein bywyd beunyddiol. Swyddogaeth y
llywodraeth yw gweithio gydag unigolion, cymunedau
a busnesau i’w helpu i greu cyfle trwy newid.Trwy
adeiladu ar seiliau llwyddiant economaidd a datblygu’r
conglfeini allweddol ymhellach, gallwn wireddu’n
huchelgeisiau economaidd tymor-hir a chulhau’r bwlch
cynhyrchedd rhyngom a’n prif gystadleuwyr.

Yn Chwefror 2001 cyhoeddwyd y Papur Gwyn
Opportunity for all in a world of change, sy’n amlinellu’n
polisi diwydiannol gweithredol ar sail menter, sgiliau a
blaengarwch. Mae’r Papur Gwyn yn nodi sut y gall y
Llywodraeth helpu busnesau ac unigolion i achub y
blaen ar newidiadau ac ymateb iddynt: gweithio i roi i
unigolion y sgiliau, y galluoedd a’r wybodaeth
arbenigol sydd angen; datblygu potensial cynhenid pob
cymuned a rhanbarth i’w galluogi i gydio mewn
cyfleoedd; sicrhau buddsoddi yn yr isadeiledd modern
sydd eisiau i ganiatáu i fusnesau ac unigolion amlygu
blaengarwch a chystadlu; cynyddu’r posibiliadau i bobl
droi eu syniadau yn fusnesau llwyddiannus a sicrhau
bod marchnadoedd yn gweithredu’n effeithiol ac yn
deg er lles defnyddwyr; a chryfhau fframweithiau
Ewropeaidd a byd-eang i amlhau cyfleoedd i’r eithaf,
ynghyd â’n gallu i greu cyfoeth. Mae’r themâu hyn
hefyd yn gyffredin i lawer o gyraeddiadau eraill yr
Adran dros y flwyddyn ddiwethaf. Rwy’n galw sylw i
rai o’r rhain isod.

Gwella sgiliau, galluoedd a gwybodaeth

arbenigol

■ Er mwyn sicrhau bod y DU yn parhau i ddenu’r
myfyrwyr gorau i hyfforddiant gwyddonol, rydym yn
cynyddu’r tâl sylfaenol i fyfyrwyr PhD o £6,800 y
flwyddyn yn 2000-01 i £9,000 yn 2003-04.

■ Bu inni lansio cynllun £10 miliwn ar y cyd â
Sefydliad Wolfson i recriwtio, gwobrwyo a datblygu
nifer o’r ymchwilwyr gorau oll o bob rhan o’r byd
a’r DU mewn agweddau allweddol ar wyddoniaeth.

■ Gwnaethom gefnogi ‘Enterprise Insight’, a lansiwyd
gan y Prif Weinidog i hybu  entrepreneuriaeth
ymhlith pobl ifanc.

■ Cyhoeddwyd gennym Ail Gam y Gronfa Menter
Wyddonol, gan ddarparu £15 miliwn i ysgogi
entrepreneuriaeth wyddonol ac ymgorffori addysg
menter ym meysydd llafur gwyddoniaeth a
pheirianneg.

Datblygu rhanbarthau a chymunedau

ffyniannus

■ Cyhoeddwyd gennym gronfa fagu werth £75
miliwn a chyflwynwyd y Gronfa Clystyrau Blaengar
werth £50 miliwn i ategu datblygiad clystyrau a
magwyr busnes yn rhanbarthau Lloegr.

■ Trefnwyd canolbwynt newydd i’r cynllun Cymorth
Rhanbarthol Detholus fel y ffefrir prosiectau o
ansawdd uchel, seiliedig ar wybodaeth, sy’n darparu
swyddi medrus.

■ Gwnaethom ddyfarnu £15 miliwn o dan elfen y
Gronfa Ddatblygu o fewn Cronfa Phoenix i gefnogi
prosiectau blaengar sy’n mynd i’r afael ag
anghynhwysiant cymdeithasol trwy hybu menter.

■ Rhoesom heibio’r polisi mwy caeth ar gyfer caniatáu
prosiectau nwy a chyflwynwyd gennym Gynllun
Cymorth Gweithredu Glo’r DU.

Rhagair
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■ Rydym yn buddsoddi hyd at £250 miliwn yn y
peiriannau T900 a T600 sy’n cael eu datblygu gan
Rolls-Royce i awyrennau A380 (gynt A3XX) a
B747X, gan greu 20,000 o swyddi yn Rolls-Royce
a’u cyflenwyr.

Buddsoddi er mwyn blaengarwch

■Yn y Papur Gwyn Excellence and Opportunity for the
21st century, rhestrwyd gennym ymrwymiadau’r
Llywodraeth i sicrhau bod gwyddoniaeth yn
gweithio er lles pawb, i fuddsoddi yn isadeiledd
gwyddoniaeth ac ymchwil flaenllaw, ac i feithrin
cymhwysiad masnachol gwyddoniaeth.

■ Bu inni lansio ‘UK online for business’ i helpu
busnesau i lwyddo ym maes e-fasnach.

■ Bu inni lansio rhaglen LINK werth £15 miliwn ar
Genomeg Gymwysedig, y rhaglen LINK fwyaf
erioed, wedi ei chydategu gan y rhaglen newydd
werth £25 miliwn gyda golwg ar Harneisio Genomeg
i helpu diwydiant i gymhwyso’r ymchwil hon.

■ Gwnaethom sefydlu’r Gronfa Isadeiledd Ymchwil
Gwyddoniaeth, gan ddarparu buddsoddiad
ychwanegol o £1 biliwn ar gyfer isadeiledd
gwyddoniaeth i gadw Prydain ym mlaen y gad o ran
ymchwil wyddonol.

■ Cyhoeddwyd gennym Strategaeth y DTI ar
Ddatblygiad Cynaliadwy, gan gyfrannu at fenter
newydd werth £30 miliwn ar Dechnolegau
Cynaliadwy i helpu busnesau i ymgorffori
cynaliadwyedd yn eu prosesau a’u cynhyrchion.

Meithrin menter

■ Bu inni lansio’r Gwasanaeth Busnesau Bach ar 1
Ebrill 2000 i fod yn llais cryf dros gwmnïau bach yng
nghraidd y Llywodraeth a gwella ansawdd a
chydlyniad y gefnogaeth i fusnesau bach.

■ Bu inni ymgynghori’n helaeth ynghylch fframwaith
newydd ar gyfer cefnogaeth i fusnesau bach yn y DU,
gan arwain at lansio Think Small First – Supporting
smaller businesses in the United Kingdom – a challenge for
Government gan y Prif Weinidog.

■ Sicrhawyd Cymeradwyaeth y Frenhines i Ddeddf
Cyfleustodau 2000, sydd yn diweddaru’r rheoliadau
ynni i roi’r prif bwyslais ar y defnyddiwr ac yn

sefydlu Awdurdod y Marchnadoedd Nwy a Thrydan
a Chyngor y Defnyddwyr Nwy a Thrydan,
‘Energywatch’.

■ Bu inni lansio Rhwydweithiau Cefnogi Defnyddwyr
i gydgrynhoi cyngor a gwybodaeth leol o blith
Sefydliadau Safonau Masnachu, Canolfannau
Cynghori ac eraill.

■ Cyhoeddwyd gennym y Papur Gwyrdd Work and
Parents: Competitiveness and Choice gan awgrymu
camau i roi mwy o gymorth i rieni a mwy o
gefnogaeth i fusnesau sy’n eu cyflogi.

■ Gwnaethom gynyddu’r brif gyfradd ar gyfer y
Lleiafswm Cyflog Cenedlaethol o £3.60 i £3.70 yr
awr, tra’n cyhoeddi cynnydd pellach i £4.10 ar gyfer
Hydref 2001.

Cryfhau cysylltiadau byd-eang

■ Lansiwyd Trade Partners UK ac Invest UK fel
unedau gweithredol o fewn British Trade
International gyda’r nod o wella gallu cwmnïau’r DU
i gystadlu trwy werthiannau a buddsoddiadau tramor,
ac o gynnal lefel uchel o fuddsoddi tramor
uniongyrchol o ansawdd da.

■ Gwnaethom gynnydd gyda diwygiad economaidd
Ewrop, yn sgil y camau y cytunwyd arnynt yn
Uwchgynhadledd Ewropeaidd Arbennig Lisbon ym
Mawrth 2000.

Bydd themâu’r Papur Gwyn Opportunity for all in a
world of change yn pennu’r cyfeiriad y bydd yr Adran yn
ei ddilyn yn y dyfodol. Mae’r Adroddiad hwn yn
disgrifio’r mentrau y bwriadaf eu rhoi mewn grym i
gyrraedd yr amcanion a nodwyd yn y Papur Gwyn ac i
gwrdd â’r targedau ymestynnol a osodwyd gennym i ni
ein hunain.

Stephen Byers AS
Ysgrifennydd Gwladol dros Fasnach a Diwydiant
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Introduction

This Report sets out the Government’s Expenditure
Plans for Trade and Industry for 2001-04 and Main
Estimate for 2001-02. It also assesses performance
against targets and provides a summary of significant
developments in 2000-01.The Report covers the
Department of Trade and Industry (including British
Trade International), the Export Credits Guarantee
Department, the Office of Fair Trading, the Office of
Telecommunications, the Office for Gas and Electricity
Markets, and the Postal Services Commission. It
supplements the Financial Statement and Budget
Report 2001-02.

Spending Review 2000 and transition to

resource accounting and budgeting

The Report reflects two major developments. First, the
Spending Review 2000 settlement set out the
Government’s spending plans for the period 2001-04
for each department. It included:

■ a boost in investment in UK science, including a 
£1 billion capital investment in science research
infrastructure in partnership with the Wellcome
Trust;

■ £190 million new funding for the Small Business
Service to promote enterprise, particularly in
disadvantaged areas, and provide advice and support
to small businesses;

■ nearly £40 million for renewable energy projects;

■ over £30 million funding increase for Trade Partners
UK; and

■ extra funding to promote competitiveness through
the Regional Development Agencies.

The Spending Review also developed the objectives
and targets for the Department in its Public Sector
Agreement, as set out in Chapter 1 of this Report.

Second, financial information is presented on an
accruals basis for the first time.This change, first
announced in the 1995 White Paper, Better Accounting for
Taxpayer’s Money (Cm 2929) was designed to ensure
that published financial information reflects better the
use of resources over time and to encourage greater
emphasis on outputs and the achievements of aims and
objectives. Further explanatory notes about the change
are provided in Annex B.

■ Introduction
■ Ministerial responsibilities
■ Structure of the Department
■ Structure of the Report
■ Expenditure plans summary

Introduction
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Ministerial responsibilities

Secretary of State for Trade and Industry

The Rt Hon Stephen Byers MP
Overall responsibility for the Department of Trade and Industry and 
the Export Credits Guarantee Department. Cabinet Minister responsible
for Science and Technology.

Minister for Energy and Competitiveness in Europe

The Rt Hon Peter Hain MP 
Responsible for energy including sponsorship of the oil and gas
industries, European Single Market, economic reform and enlargement,
and business preparation for the Euro.

Minister for Trade

The Rt Hon Richard Caborn MP
Responsible for trade policy, ECGD, British Trade International,
inward investment and regional policy and export projects.
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Parliamentary Under-Secretary of State for Science

and Innovation

Lord Sainsbury of Turville
Responsible for science, the Research Councils, innovation,
design and space.

Parliamentary Under-Secretary of State for

Competitiveness 

Alan Johnson MP
Responsible for industry (with Patricia Hewitt), Employment Relations
and The Post Office 

Minister for Small Business and E-Commerce

Patricia Hewitt MP
Responsible for small firms, e-commerce and the information society,
industry (supported by Alan Johnson), environment, and The
Radiocommunications Agency.

Parliamentary Under-Secretary of State for Consumer

and Corporate Affairs

Dr Kim Howells MP
Responsible for competition, consumer affairs, company law, corporate
governance, company investigations, Insolvency Service, Patent Office,
Companies House, National Weights and Measures Laboratory, and
export licensing.
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Structure of the Department

The Rt Hon Stephen Byers MP
Secretary of State for Trade and Industry

Dr Kim

Howells MP

Parliamentary
Under-Secretary 

of State for
Consumer &

Corporate Affairs

Patricia

Hewitt MP

The Rt Hon

Richard

Caborn MP

The Rt Hon

Peter Hain

MP

Alan 

Johnson MP
Lord

Sainsbury

Minister for Small
Business and 
E-Commerce

Minister for Trade

Permanent SecretaryChief Executive
223 staff*

Chief Executive
634 staff* (3)

Director General of Research Councils

128 staff*

Government Chief Scientific Adviser
Head of Office of Science & Technology

Minister for 
Energy and

Competitiveness 
in Europe

Parliamentary
Under-Secretary 

of State for
Competitiveness

Parliamentary
Under-Secretary 

of State for
Science &
Innovation

Richard

Carden

Office of

Manpower

Economics

Jonathan

Spencer
Mark 

Gibson

Catherine 

Bell
Anna 

Walker

Director General
Trade Policy

306 staff*

Director General
Business

Competitiveness
686 staff* (1)

Director General
Enterprise &
Innovation

793 staff* (2)

Director General
Competition &

Markets
525 staff* (1)

Director General
Energy

432 staff*

The Radiocommunications
Agency

The National Weights &
Measures Laboratory

Companies House
The Patent Office

The Insolvency Service
The Employment Tribunals Service

Advisory, Conciliation and
Arbitration Service

Low Pay Commission
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David Irwin

British Trade Internationalc

Sir David Wright Dr John TaylorJonathan

Phillips

Director General
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Services
691 staff*

David 

Nissen

The Solicitor and
Director General
Legal Services

281 staff*

*Full time equivalent staff on 1 January 2001. See also Annex B10.
(1) Does not include Executive Agency staff.
(2) Includes DTI Government Office staff
(3) British Trade International staff are drawn from the DTI, FCO and

Government Offices and remain members of their respective parent
organisation. This figure relates to DTI staff only.

a The Chief Scientific Adviser reports directly to the Secretary of State and the
Prime Minister.

b The Chief Executive, Small Business Service has direct access to the Prime
Minister.

c The Chief Executive, British Trade International reports jointly to the Secretary
of State for Trade & Industry and the Foreign & Commonwealth Secretary.
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The Department’s Groups are as follows:1

■ Business Competitiveness: Sponsors the UK
commercial sector, working in partnership with
industry in a joint effort to improve performance and
generate increased wealth and jobs.The Group also
co-ordinates the Department’s innovation and
technology policies, the Government’s interest in
space policy matters and sets the regulatory
framework for telecommunications and Information
Society activities, and the provision of radio spectrum.

■ Competition and Markets: the Group acts to
promote open and competitive markets at home, in
Europe and across the world; by improving and
enforcing a framework for commercial activity which
encourages enterprise and avoids unnecessary
burdens on business, while providing a fair deal for
consumers, and by developing a framework for
employers and employees which promotes a skilled
and flexible labour market founded on the principle
of social partnership.

■ Energy: the Group works with others to ensure the
provision of safe, secure, diverse and sustainable
supplies of energy at competitive prices, and to
manage efficiently the liabilities and assets for which
the Department is responsible.

■ Enterprise and Innovation:The Group’s
responsibilities include overall strategy for
competitiveness at home and in Europe and its
delivery in the English regions.The Group works
closely with the Small Business Service and British
Trade International, and adopts a collaborative style
of working with all parts of the Department.

■ Legal Services:The Group provides legal advice to
the DTI and its Executive Agencies on domestic and
international (including EC) law. It also investigates
and prosecutes for offences under legislation for
which the DTI is responsible.

■ Office of Science and Technology: OST aims to
strengthen the UK’s science and technology
capabilities and maximise their contribution to
sustainable growth and quality of life in the UK.
The OST supports the Chief Scientific Adviser,
aiming to ensure that scientific advice to
Government is soundly based, and that all
Departments make proper use of science and
technology to deliver their objectives.

■ Resources and Services: the Group ensures that the
Department has the right human, financial, physical
and information resources to do its job.

■ Trade Policy: the Group works to uphold and
strengthen the world trading system, promoting the
UK’s interests in it and promoting further trade
liberalisation. It also provides an export licensing
system for items controlled for strategic reasons or
because of sanctions and ensures UK compliance
with its obligations relating to, and contributes to
Government policy on, non-proliferation of weapons
of mass destruction

Structure of the Report

Chapter 1 sets out the Department’s objectives,
summarises progress made against PSA targets and
describes how the Department is managed and is
modernising itself.The rest of the report is divided into
six sections.

The first four sections are structured around the
Department’s four objectives set out in the Spending
Review 2000 and summarise its achievements in, and
expenditure plans for, these areas.The following section
describes how the Department manages its assets,
investments and liabilities.The final section provides
information on the Redundancy Payments Service,
Executive Agencies and Public Corporations. It also
includes reports by the Export Credits Guarantee
Department and the four Regulatory Departments: the
Office of Fair Trading, the Office of
Telecommunications, the Office for Gas and Electricity
Markets, and the Postal Services Commission.

The Main Estimate for 2001-2 is attached at Annex A
and detailed expenditure information is provided in
Annexes B and C as well as the relevant chapters.
A summary of the Department’s expenditure is shown
on page 17.

1 Short descriptions of the work of the Redundancy Payments Service
and Executive Agencies are provided in Chapter 16. Further
information about the SBS, OME and BTI can found in Chapters 3,
12, and 13 respectively.



Objective A: To promote enterprise, innovation and increased productivity

2 E-Commerce Request for Resources 1 (Increasing UK Competitiveness) Functions A (Promotion
of enterprise, innovation and productivity and associated administration costs), 
F (Net controlled agencies and suppliers of Departmental central services), L
(Promotion of enterprise, innovation and productivity and associated
administration costs) and Q (Net controlled agencies and suppliers of
Departmental central services)

3 The Small Business Service and Enterprise Request for Resources 1 Functions A, K (Enterprise for All), L and U (Promotion of
enterprise, innovation and productivity)

4 Innovation Request for Resources 1 Functions A, B (Measures relating to individual industries
and related programmes), L, M (Measures relating to individual industries and
related programmes), W (Grants in Aid to Non-Departmental Public Bodies) and X
(Loans to and repayment from Trading Funds)

5 The Regions Request for Resources 1 Functions A, G (European Regional Development Fund
and other Community programmes (including Leader Network Project)), 
H (European Regional Development Fund (non-discretionary), L, R (European
Regional Development Fund and other Community programmes (including 
Leader Network Project)), S (European Regional Development Fund (non-
discretionary), U, Y (European Regional Development Fund and other Community
receipts (including Leader Network Project)), and Z (European Community
Programmes Receipts) 

Objective B: To make the most of the UK’s science, engineering and technology 

6 The Science and Engineering Base Request for Resources 2 (Increasing scientific excellence in the UK and maximising
its contribution to society)

7 The Exploitation and Application of Science Request for Resources 1 Functions A and L, Request for Resources 2.

Objective C: To develop strong, competitive markets within a regulatory framework
which promotes fairness and sustainability

8 Open markets Request for Resources 1 Functions C (Legal and regulatory framework and markets
and associated administration costs) and N (Legal and regulatory framework and
markets and associated administration costs).

9 Energy Request for Resources 1 Functions C, N, V (Legal and regulatory framework and
markets), AA (Petroleum licensing and royalties), AB (Privatisation expenses and
refunds of pensions adjustments), and UKAEA Superannuation Funds Request for
Resources (Effective management of UKAEA superannuation schemes).

10 The Regulatory Framework Request for Resources 1 Functions C, N, and X.

11 Consumer Policy Request for Resources 1 Functions C, E (Developing post offices to provide access
to official services/information and the Internet), I (Other European Community
expenditure), N, and W.

12 Employment Relations Request for Resources 1 Functions C and N

Objective D: Enhanced competitiveness of Britain’s companies through overseas sales
and investments; and a continuing level of quality foreign direct
investment

13 British Trade International Request for Resources 1 Function J (British Trade International Administration
Costs)

FIGURE: Relationship between chapters and the Main Estimate

Chapter Request for Resources in Main Estimates for the Department

of Trade and Industry, the UKAEA Superannuation Funds,

Export Credits Guarantee Department, Office of Fair Trading,

Office of Telecommunications, Office of Gas and Electricity

Markets, and Postal Services Commission.
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Section E: Managing investments, assets and liabilities 

14 Investment and Asset Management

15 DTI Managed Liabilities Request for Resources 1 Functions D (Net expenses related to coal provisions), 
O (Expenses related to nuclear provisions), P (Net expenses related to coal
provisions), T (British Coal Corporation External Finance), W and AB.

Section F: Agencies and related organisations

16 Performance of the Redundancy Payments Request for  Resources 1 Functions F and Q.
Service and Executive Agencies

17 The Public Corporations Request for Resources 1 Function T (British Coal Corporation External Finance).

18 Export Credits Guarantee Department Export Credits Guarantee Department Request for Resources 1 (Export finance
assistance) and 2 (Trading operations).

19 The Regulatory Departments Office of Fair Trading Request for Resources 1 (Advancing and safeguarding
the interests of UK consumers), Office of Telecommunications Request for
Resources 1 (Providing the best possible deal for telecommunications
customers through effective competition), Office of Gas and Electricity Markets
Request for Resources 1 (Protecting consumers by regulating monopolies and
promoting competition in the electricity and gas industry), and Postal Services
Commission Request for Resources 1 (Protecting consumers by regulating
postal operations and promoting competition in the postal services industry).

Trade and Industry 2001 Introduction
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1995-96 1996-97 1997-98 1998-99 1999-2000 2000-01 2000-01 2001-02 2002-03 2003-04

Outturn Outturn Outturn Outturn Outturn Provision Provision Plans Plans Plans

(cash) (cash) (cash) (cash) (cash) (cash) (accruals) (accruals)(accruals)(accruals)

Departmental Expenditure Limit (DEL)

Promotion of enterprise, innovation and 728 723 723 703 672 855 867 983 1,016 1,000
increased productivity

Legal and regulatory framework 352 309 318 292 314 476 482 453 481 498
and markets

Modernising the Post Office Network 75 70 110

Non-Fossil Fuel Obligation Order 97 99 118 114 42 81 81 92 117 139

Nuclear and Coal Liabilities 589 439 275 257 359 429 422 874 333 -77

Science 1,320 1,338 1,354 1,378 1,429 1,624 1,630 1,766 1,909 2,154

Measures relating to individual industries 17 -8 47 -19 -69 -45 -42 44 46 162

Net controlled Executive Agencies and -27 -26 -33 -24 -22 -11 4 -1 8 10
Trading Funds

ERDF 46 79 121 140 136 173 173 235 244 170

TOTAL 3,124 2,954 2,923 2,841 2,861 3,583 3,616 4,521 4,222 4,167

Annually Managed Expenditure 

(excluding BNFL and the Post Office)

Redundancy Payments Scheme 142 117 101 130 156 167 167 165 167 171

UKAEA Superannuation Funds 91 227 101 120 118 147 147 134 137 137

Other 3 21 21

TOTAL 3,357 3,298 3,125 3,092 3,138 3,918 3,952 4,819 4,526 4,474

Notes

The above table shows DTI's expenditure for 1995-96 to 1999-2000 on a cash basis and for 2001-02 to 2003-04 on an accruals basis.
The expenditure for 2000-01 is shown on both a cash and accruals basis for comparison purposes. The figures exclude the non-cash
items (such as depreciation, cost of capital charges and the taking out of provisions).

Under an accruals regime, a significant amount of the expenditure recorded against the Departmental Expenditure Limit, in particular
that of the Non-Departmental Public Bodies and the expenditure on nuclear and coal liabilities is not recorded in the Resource
Estimate. For this reason, the Department's expenditure has been grouped into that falling within the Departmental Expenditure Limit
and that falling within Annually Managed Expenditure. 

Figures may not add exactly to totals due to rounding.

Department of Trade and Industry Expenditure (net) 1995-96 to 2003-04

Expenditure Plans Summary
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Trade and Industry 2001  1: Delivering Better Public Service: Progress  

1.3. In January 2001, the Trade and Industry
Committee published a report on The Department
of Trade and Industry: Role, Objectives and Targets
which included a number of recommendations
about the quality and timeliness of information
available on the Department’s PSA targets.The
Department is responding to the Committee and
has taken account of its recommendations in
setting out information in this Report.

Departmental aim, objectives and PSA

targets 2001-04

1.4. The Department’s PSA targets for 2001-04 
build on the 1999-02 PSA targets described in
Figure 1.1. Of the 12 targets set in the
Comprehensive Spending Review for 1999-02:
four (1,5,8,10) have been rolled over into the
new PSA targets; seven (2,3,4,6,7,9,11) have been
subsumed within the new targets and are covered
in the Service Delivery Agreement; and one
target (12) had a target date of the end of 2000
and is not being continued.

1.5. The ways in which the high level objectives and
targets set out in the PSA for 2001-04 will be
achieved and performance improved are
described in the Service Delivery Agreement 
(see Annex D)1. In addition, the Department’s
Technical Note (Annex E)2 provides details on
the underpinning measures to assess progress
against the PSA targets.

Introduction

1.1. Government spending plans for 1999 to 2002
were set in the 1998 Comprehensive Spending
Review (CSR), including the commitment to
extra investment to raise standards and improve
the quality of public services.The White Paper
Public Services for the Future: Modernisation, Reform,
Accountability (Cm 4181), published in December
1998, and its supplement (Cm 4315, March 1999)
reinforced this commitment by setting out
measurable Public Service Agreement (PSA)
targets for the full range of the Government’s
objectives.The Spring 2000 Expenditure Plans
Report gave a full report of progress against all of
these targets. Further information is included in
this Report (see Figure 1.1).

1.2. New plans for public spending for 2001 to 2004
were set out in the 2000 Spending Review.The
Review also further developed PSAs in order to
prioritise the most important goals and reforms
the Government wants to deliver.These targets
are set out in the White Paper Spending Review
2000: Public Service Agreements 2001-04 (Cm 4808)
and the DTI targets are shown below. Policies
and plans to achieve those targets are described in
this report and progress towards achieving them
will be fully reported on in the Spring 2002
Expenditure Plans Report.

1 Also available at http://www.dti.gov.uk/about/aim/index.htm. 
2 Also available at
http://www.dti.gov.uk/about/spendingreview/psatechnicalnotes.htm. 

■ Introduction
■ Departmental aim, objectives and PSA targets 2001-04
■ Progress on PSA targets for 1999-2002
■ Modernising DTI Action Plan
■ Other aspects of managing the Department

1 Delivering Better Public Service:
Progress
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Aim

To increase competitiveness and scientific excellence in order to generate higher levels of
sustainable growth and productivity in a modern economy.

Objectives and Performance Targets

1. Improve UK competitiveness by narrowing the productivity gap with the US, 
France, Germany and Japan over the economic cycle. (Joint target with HM Treasury) (See
Chapter 4)

Objective I: to promote enterprise, innovation and increased productivity.

2. Help build an enterprise society in which small firms of all kinds thrive and achieve their
potential, with an increase in the number of people considering going into business, an
improvement in the overall productivity of small firms, and more enterprise in
disadvantaged communities. (See Chapter 3) 

3. Make and keep the UK the best place in the world to trade electronically, as measured by
the cost of Internet access and the extent of business to business and business to consumer
transactions carried out over e-commerce networks. (See Chapter 2)

4. Improve the economic performance of all regions measured by the trend in growth of
each region’s GDP per capita. (Joint target with DETR) (See Chapter 5)

Objective II: to make the most of the UK ’s science, engineering and technology.

5. Improve the overall international ranking of the UK ’s science and engineering base, as
measured by international measures of quality, cost-effectiveness and relevance. (See
Chapter 6)

DTI Public Service Agreement 2001-04

1.6. The Department will also ensure the efficient
management of liabilities for which it has
responsibility (See Chapter 15).

1.7. In pursuit of its objectives the Department has
committed to:

■ Manage, train, develop and support its staff
to improve their performance and increase
their job satisfaction, and build on its
recognition as an Investor in People;

■ Work in partnership across Government and
with organisations and individuals outside
Government, particularly in the regions, to
design and deliver effective policies;

■ Be enterprising and innovative, learning
from other countries, particularly our
partners in Europe, and exploit the potential
of technology;

■ Promote sustainable development
encompassing growth and environmental
and social objectives; and

■ Operate efficiently and effectively within
available resources.
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6. Increase the level of exploitation of technological knowledge derived from the science and
engineering base, as demonstrated by a significant rise in the proportion of innovating
businesses citing such sources. (See Chapter 7)

Objective III: to develop strong, competitive markets within a regulatory framework

which promotes fairness and sustainability.

7. Have the most effective competition regime in the OECD, as measured by peer review, and
achieve a fairer deal for consumers, as measured by the level of consumer knowledge and
understanding of rights and sources of information. (See Chapters 8 and 11)

8. Ensure competitive gas and electricity prices in the lower half of the EU/G7 basket, while
achieving security of supply and social and environmental objectives. (See Chapter 9)

9. Improve the environment and the sustainable use of natural resources, including by
reducing greenhouse gas emissions by 12.5% from 1990 levels and moving towards a 20%
reduction in CO 2 emissions by 2010. (Joint target with DETR) (See Chapter 9)

Objective IV: enhanced competitiveness of Britain’s companies through overseas sales

and investments; and a continuing high level of quality foreign direct investment4. 

10. Deliver a measurable improvement in the business performance of Trade Partners UK
customers. (Joint target with FCO) (See Chapter 13)

11. Maintain the UK as the prime location in the EU for foreign direct investment. (Joint
target with FCO) (See Chapter 13)

Value for money.

12. Achieve value for money improvements of 2.5% a year across the Department as
measured by a set of indicators (See later sections of this chapter and Chapters 14 
to 16)

4 Targets 10 and 11 cover the work of British Trade International including Trade Partners UK.

3 http://www.dti.gov.uk/about/aim/index.htm

Progress on PSA targets for 1999-2002

1.8. The 1998 Comprehensive Spending Review
(CSR) set 12 PSA targets for DTI for the period
1999-2002.The Department has made good
progress towards meeting these targets (Figure
1.1).Three have already been met (7 on UK
SME’s wired up was met ahead of schedule, and
9 and 10 are met but ongoing), four (1, 2, 8 and
11) are assessed to be on course; and for four (3,
4, 5 and 6) assessment is in progress.Target 12 (to
enable transposition of 98% of EU Single Market

measures into UK law by end 2000) was not met
on time, but the overall position was close to
target having risen from 95.4% transposed in
1997 to 97% at the end of 2000.

1.9. Further details about the Department’s activities
and initiatives in support of individual targets are
provided in the relevant chapters. Regular
reporting of progress on PSA targets will be
provided on the DTI website3. From April 2001
the Department will monitor progress towards
the new PSA targets for 2001–04 shown above.



i) To put in place policies to narrow the
productivity gap relative to other
industrialised countries over the cycle.
[Objectives 1-4. Joint with HM Treasury
target xiii]. 

See Chapter 4

ii) To secure improvements in
performance against a set of
competitiveness indicators to be
developed and published annually
from 1999. [Objectives 1-4.]

See Chapter 4

Productivity performance since the
1997 Election measured on both an
output per worker and an output per
hour basis against the G5 countries.

Baseline5: output per worker, 1997 (UK
100, USA 140, France 117, Germany
111, Japan 102); and output per hour,
1997 (UK 100, USA 123, France 120,
Germany 115 Japan 95).

A Competitiveness Council will be
appointed during the first six months
of 1999 and will develop the indicators.

On course. Improving underlying
productivity performance takes time
and involves tackling many long-
standing structural weaknesses. The
Government has, however, put in place
policies to create the conditions for
sustainable productivity gains over
time.

A wide range of policies to narrow the
productivity gap and increase UK
competitiveness were put in place by 
the 1998 Competitiveness White Paper,
the 2000 Science and Innovation White
Paper, the 2001 White Paper on
enterprise, skills and innovation, and in
successive Budgets. 

ONS data show that UK productivity
growth has picked up since 1999
although between 1997 and 1999, the
UK productivity gap with most of the
other G5 countries changed little. Very
strong US performance has meant that
the gap with the US has widened,
although US productivity growth is
now slowing.

Latest (provisional) figures: output per
worker, 1999 (UK 100, USA 145, France
118, Germany 111, Japan 99); and
output per hour, 1999 (UK 100, USA
126, France 121, Germany 119, Japan
93).

On course; the first Competitiveness
Indicators were published in December
1999 and the second set in February
2001. These showed that the UK is
succeeding in a creating a platform for
faster growth and increased
productivity in many respects. The
assessment also draws attention to
areas in which the UK lags behind our
main competitors, which are addressed
in the recent White Paper on business
and skills. Moreover there is
encouraging evidence that the effects
of structural reform and improved
macroeconomic stability are beginning
to feed through, for example in the
performance of UK business
investment in research and
development in 1999. 
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Objective One: Promote enterprise, innovation and increased productivity

PSA Target Measure Progress

FIGURE 1.1: Progress against 1999-02 PSA targets

5 Data for 1997 have been revised since the publication of the last
Expenditure Plans Report. The figures shown for the baseline are
from OECD sources and are on the same basis as the 1999 figures
which are the latest available.
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6 The monitoring framework used to collect the data is relatively new. 
7 High growth means in the fourth year of trading, an average over

the year of over 10 employees, and/or a turnover of at least
£1million. Start-up means entirely new independent businesses. 
All measured using Companies House, VAT and Dunn & Bradstreet
records.

8 Being wired up is defined as making frequent use of external
networking technologies: having a web site, or making frequent use
of external e-mail or of Electronic Data Interchange.

iii) To increase the productivity and
profitability of SMEs assisted by
Business Link partnerships, and to
show year by year improvements in
the quality of services delivered under
the Business Link brand. 

See Chapter 3

iv) To secure an increase in the number
of successful high growth business
start-ups7. [Joint target with HM
Treasury, xiv].

See Chapter 3

vii) To increase from 350,000 to 
1 million the number of UK SMEs
wired up to the digital market place by
20028 [Objectives 1 & 3]
NB. This target has been increased to
1.5million SMEs.

See Chapter 2

Measure: Increase in productivity,
profitability and export sales of
Business Link assisted firms to be
better than that of non-assisted firms.
Target: improvements on baseline
(1998): labour productivity increased in
assisted firms by 13%, compared to 1%
in non-assisted firms; and profit margin
in assisted firms increased by 7%, but
deteriorated by 7% in non-assisted
firms.

Measure: % of businesses stating that
the service obtained met their
objectives for seeking assistance from
the Business Link.
Target: 80% by April 2001 against a
baseline (1996-97) of 75% satisfaction
level

Number of successful high growth
business start-ups.

Target: to 20,000 by 2005. 

Annual International Benchmarking
survey.

Assessment in progress. The
monitoring framework has been
reviewed and improved and as a
consequence the first data of changes
in productivity and profitability will be
available in Feb 20026.

No change in % of businesses stating
that the service met their objectives for
seeking assistance from Business Link
(74% for April-June 2000)

A difficulty in measurement as there is
a 4 year time lag7. Data shows a fall in
the number of start-ups from 1994 to
1997.

1998  data: 12,300 start ups in 1994
1999  data: 11,800 start ups in 1995
2000  data: 11,100 start ups in 1996
2001  data: 11,200 start ups in 1997
(provisional)

This ONS data is being examined for
possible data discontinuities.

Met. DTI’s International Benchmarking
Study published in October 2000
showed that 1.7 million SMEs are now
online and therefore target has been
exceeded.

Objective One: Promote enterprise, innovation and increased productivity

PSA Target Measure Progress
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9 This applies to certain defined services only.
10 This relates to foreign perceptions of UK business and is confined

to major ‘image’ events e.g. the Hanover Expo in 2000.
11  The baseline has been revised from 9% to 9.2% due to more

accurate measurement. 
12 Internationally comparative citation data for the period 1989-99.

Since citation numbers for most papers will increase with time, 

a percentage share of the world total based on a cumulation
figure has been used for comparison.

13 The UK was previously reported as ranked second in 1997-98 as
HEI’s own funding was included. However, due to the treatment of
university funds in Japan, their figures are not comparable with
those of the other G7 nations. The revised measure enables
comparisons to be made.

ix) To improve support for exporters,
raise the quality of service, generate
additional exports and enhance the
business image of the UK. [Joint with
FCO target ii]. 

See Chapter 13

x) To maintain the UK as the prime
location in the EU for foreign direct
investment [Objectives 1-3. Joint with
FCO target iii]. 

See Chapter 13

v) To improve the overall international
ranking of the Science and Engineering
Base in terms of quality, relevance and
cost-effectiveness.

See Chapter 6

Measure: Number of firms who adjust
their approach to exporting as a result
of assistance. 
Target: improvements on baseline set
at 50%.

Measure: Value of additional business
in overseas infrastructure and energy
projects for every £1 of DTI/FCO
expenditure. 
Target: improvements on baseline set
at £100 of additional business per £1 of
public expenditure.

Measure: Value of additional exports
generated for each £1 of DTI/FCO
expenditure9.
Target: improvements on baseline set
at £20 of additional exports per £1
public expenditure 

Measure: % of firms using the targeted
market information service who
express satisfaction with it.
Target: improvements on baseline set
at 70% satisfaction

Measure: Survey opinion before and
after HMG-funded events10.

UK’s position in EU ‘league table’ of
stock of FDI.

Measure: International ranking on
Quality of SEB output
Baseline: UK performance on the
Science Citation Index. Over the period
1981 –1998 the UK received 9.2% share
of the citations11. At the level of
subjects, the UK is second in citation
shares in 14 of the 20 fields studied
with the lowest placing being physics
at 5th.

Measure: Relevance of SEB output.
Baseline: the UK’s world ranking in
terms of proportion of HEI funding
from non-governmental sources
(business enterprise, private-non-profit
and abroad). For 1997 the UK was first
of the G7 countries13.

Met, but ongoing.

Jan-Jun 1999: 50.1%
Jan-Dec 2000: 56.1 %

April-Dec 1999: £490 per £1 DTI/FCO
expenditure
Jan-Sept 2000: £379 per £1 DTI/FCO
expenditure 

No data will be collected on this
measure as policy has moved away
from generation of exports towards
improving the business performance of
UK firms through overseas sales and
investment.

Jan-Jun 1997: 77% satisfied
Jan-Dec 1998: 89% satisfied
Jan-Mar 2000: 95% satisfied

At Expo 2000 in Hanover  there was
80% changed perceptions of the UK.

Met, but ongoing.
UK No.1. in EU ‘league table’ of stock
of Foreign Direct Investment in 1997
and 1999 – on course to maintain this
position.

Met, but ongoing

No change. Over the period 1981 - 1999
the UK’s share of citations was 9.2%12. 
At the level of subjects, the UK share of
citations is second in 15 of the 20 fields
studied with the lowest placing being
physics at 5th.

The latest available comparative data
from the OECD is 1997.

Objective One: Promote enterprise, innovation and increased productivity

PSA Target Measure Progress

Objective Two: Make the most of the UK’s science, engineering and technology

PSA Target Measure Progress
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vi) To increase by 50% the 1997-98
number of companies spun out from
universities by 2001-02. [Objectives 
1 and 2.]

See Chapter 7

viii) To make the UK the best place in
the world to trade electronically by the
end of the Parliament. [Objectives 1, 3
and 4.]

See Chapter 2

xi) To maintain or improve levels of
energy security, diversity, sustainability
and competitive energy prices. 

See Chapter 9

Measure: Cost-effectiveness of SEB
output.
Baseline: the number of papers
published per £1 million investment in
UK compared to the G7 countries (and
others). The UK was the most cost
effective in 1990, 1993 and 1996. 

Annual exploitation survey (under
development)

Baseline: 26 companies spun out in
1997.Total companies wholly or
partially owned by HEIs for commercial
exploitation of research 1997-98 - 223
(Source: PREST Report Industry 
– academic links in the UK (1998))

To be established by the UK Special
Representative on the Digital Economy
(‘E-Envoy’) in consultation with
business. 

Measure: To reduce the number of
electricity power supply interruptions
per 100 customers, and average time
lost (minutes per customer)
Baseline: 88 interruptions per 100
customers and 88 minutes lost per
customer in 1997-98

Measure: Maintain national oil
emergency stocks at or above levels
required by international obligations.

Measure: Percentage of electricity
generated from renewable energy
sources. 
Target: 5% by 2003.

Measure: CO2 emissions.
Target: Emissions in 2000 to be below
1990 levels.

Measure: Greenhouse gas emissions.
Target: Emissions in 2008-2012 to be
12.5% below 1990 levels.

For the latest year (1999), the UK was
ranked first.

DTI, DfEE and Research Councils are
developing an annual survey of
university exploitation activities. Pilot
survey to be conducted in first quarter
of 2001-02.

Indications are that Government
schemes such as University Challenge
and Science Enterprise Challenge are
successfully stimulating creation of
spinouts in the university sector.

On course. The UK online annual
report14 set out three measures:
Cost of Internet access: The UK is the
second cheapest in the world for off-
peak costs, and below average for
peak-time costs (OECD: Sept 2000). 
Business use of e-commerce: UK leads
in number of businesses trading
online, and is amongst the leading
group of countries on key measures
(DTI International Benchmarking Study
2000). 
Size of e-commerce market: UK has the
largest e-commerce market in Europe,
and spending online is now £2 billion.

On course.

In 1999-2000 electricity power supply
interruptions improved against
baselines to 81 interruptions per 100
customers and 71 minutes lost per
customer. 

National oil emergency stocks
maintained above levels required by
international obligations. 

The percentage of electricity generated
from renewable sources in 1999 was
2.8% (against 2.1% in 1997). 

In 1999 CO2 emissions were 9.1%
below 1990 levels (against 7% in
1997).15

In 1999 greenhouse gas emissions
were 14.4% below 1990 levels (against
8.5% in 1997).15

Objective Three: Create strong and competitive markets

PSA Target Measure Progress

14 Available from http://
www.e-envoy.gov.uk/2000/progress/progress.htm

15 The 1999 Statistics for SO2 and greenhouse gas emissions are
produced by the National Environmental Technology Centre, and will
be published on 29 March by DETR.
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Objective Three: Create strong and competitive markets (continued)

PSA Target Measure Progress

Departmental operations and PSA

productivity targets, 1999-02

1.10. The effectiveness of Departmental operations is
assessed across a range of operations and
productivity targets, which were published
alongside the main 1998 PSA. Figure 1.2
summarises the Department’s progress against
these targets and shows that it is achieving its
target of efficiency gains of 2.5% and the agencies
are performing, with all either meeting or
exceeding their targets16.The 100% target set for
prompt payment of bills has not yet been met,
and the DTI has put in place new measures to
address the issue, such as regular monitoring by
the Departmental Board. Further details of
progress are provided in the remaining sections of
this chapter and in Chapter 16 – Performance of
the Redundancy Payments Service and the
Executive Agencies.

1.11. From April 2001 the Department has a PSA
target to achieve annual ‘value for money’
improvements of 2.5% across departmental
operations.The steps being taken to deliver this
target are set out in the Service Delivery
Agreement (Annex D). In the case of
administration costs, the Department is acting to
use the Elgar IT contract to improve efficiency
and carrying out a longer-term reassessment of
its accommodation needs. For programme costs,
initiatives include piloting efficiency measures for
industry support schemes.The Office of Science
and Technology will maintain Research Councils'
Headquarters administration costs at under 4% of
overall Research Councils’ expenditure.The
Department will seek to develop this type of
target for other appropriate areas of programme
expenditure by 2004.

16 See also Chapter 16 – Performance of the Redundancy Payments
Service and Executive Agencies.

xii) 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. [Objectives 3 and 4].

See Chapter 8

Measure: SO2 emissions 
Target: Emissions to be 80% below
1980 levels by 2010.

Measure: Pre tax energy prices
(industrial and domestic electricity and
gas prices) as compared with EU/G7
median.

DTI records of EU Single Market
measures and their transposition into
UK law.

In 1999 SO2 emissions were 76%
below 1980 levels (against 66% in
1997)15

In 1999 gas prices were below the
EU/G7 median but electricity prices
were above the median (target is to be
below median for each measure, this
weakening was mainly due to
unfavourable exchange rate
movements).

Improved performance but target 
not met.
At end of 2000 97% of Single Market
Directives had been transposed
(against 95.4% in November 1997). 
44 from a total of 1467 directives were
not transposed by the end of 2000.

Objective Four: Develop a fair and effective legal and regulatory framework

PSA Target Measure Progress
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FIGURE 1.2 Performance against Departmental operations and CSR PSA productivity targets

DTI’s strategic efficiency target is to
achieve savings of 2.5% of its running
costs each year over the period
covered by the Comprehensive
Spending Review.

Companies House

The Insolvency Service

National Weights and Measures
Laboratory

DTI will continue to develop better
measures of efficiency and extend
these to cover a wider range of
departmental activities, including
complementary efficiency targets for
other areas of the Department’s
administration costs.

Maintain an annual unit cost reduction
target of 3% (to be reviewed each year)
in real terms on document registration.

Maintain the unit cost of administering
bankruptcy and compulsory liquidation
cases at 0% in real terms over the
period 1999-02. (Revised downwards
from the 5% reduction target reported
in 1999-2000).

Achieve a 10% reduction in real terms
in the unit cost of investigating
bankruptcy and compulsory liquidation
cases over the period 1999-02.

To ensure that total overhead costs are
less than 55% of total costs (new).

Met, but ongoing.
1999-00: DTI achieved a saving of 2.6 %
(£10.6 million on projected costs of
£406.6m) including:
– £4.8 million savings from the

introduction of the ELGAR and
MANDRIN IT systems;

– £3.6 million saving from the redesign
of the way cases are treated between
ACAS and the Employment Tribunals
Service;

– £1.2 million in savings relating to staff
costs, usage of hard charged services,
postage and stationery costs, and (in
one case) the re-scheduling of
international payments; and

– £0.95 million savings in the cost of
accommodating staff and providing
them with central services. 

2000-01 savings will be assessed after
the end of the financial year. 

Companies House achieved a 3%
reduction in 1999-00, matching its
target. At end December 2000 the
Agency had achieved a 5% reduction
and so is likely to exceed the  target for
2000-01.

The Insolvency Service achieved an
11.8% increase in 1999-00, mainly due
to increased costs associated with the
introduction of the ELGAR IT system.
This is, however, a milestone against
the target to maintain the unit cost of
administration at 0% over the period
1999-02. At end December 2000 the
Service was reporting progress
towards the overall target with a 7.5%
increase. 

The Insolvency Service achieved a
5.9% reduction in 1999-00. This is a
milestone against the target to reduce
the unit cost of investigation by 10%
over the period 1999-02. At end
December 2000 the Service was
reporting progress towards the overall
target with an 11.7% reduction. 

NWML’s target in 1999-00 was to
reduce the real cost of a programme
hour by 4% over the period 1997-00.
NWML achieved a reduction of 2.1%,
missing the target set. Against the new
target for 2000-01, NWML achieved
total overhead costs at 57% of total
costs at end December 2000, just above
the 55% target.  

Departmental Operations Action Progress



1: Delivering Better Public Service: Progress  Trade and Industry 2001

27

Patent Office

Employment Tribunals Service

Radiocommunications Agency

Accommodation

Fraud

Prompt Payment

Increase output in relation to current
expenditure by an average of at least 
2% per annum over the period 1998-99
to 2002-03.

Achieve a 5% (to be reviewed each
year) real terms reduction in
administrative unit costs in the
employment tribunals.

Achieve a gain in financial efficiency
(comparing costs with income at
constant fee levels) of 20% over the
period 1998-99 to 2002-03.

Operational costs per capita to be
reduced by 3% in real terms over two
years on a 1997-98 baseline.

Operate a zero tolerance policy
towards fraud. Reviewed anti-fraud
control systems in 2000.

The DTI is committed to paying all
correctly presented bills within 30 days
of receipt of goods and services or a
valid invoice, whichever is later, or
other agreed payment terms. 

The Patent Office achieved an increase
of 9% in 1999-00, well exceeding the
2% target. At end December 2000 the
Agency was reporting an increase of
5.53% and is on course to fulfil the
target through to 2002-03.

The Employment Tribunals Service
achieved a real terms administrative
unit cost reduction of 8% in 1999-00
against a target of 5%. This target was
maintained for 2000-01 against which,
at end December 2000, the Service was
reporting an 8% reduction. 

The Agency made efficiency gains of
5% in 1999-00 and is on course to
achieve its 5% target for 2000-01. There
is a cumulative target of a 20%
efficiency gain over the period 1998-99
to 2002-03 and the Agency is on course
to achieve this. 

Met. At the end of 1999-00 (i.e. the
duration of the target) the Department
had achieved a reduction of 5.7% on
the baseline. Staff numbers increased
by 5.6%, while costs decreased by 0.4%

On course. The Department has carried
out a review of fraud policy and
supporting procedures. The
Departmental Board has endorsed a
restatement of our policy of working to
eliminate fraud and a streamlining of
internal procedures. Updated guidance
has been circulated to senior
managers.

1997-98 target 95% outcome 98.2%
1998-99 target 97.5% outcome 96.3%
1999-00 target 100% outcome 93%
2000-01 target 100%
The return for April- December 2000
indicated that 93% of all invoices were
paid within the required timescale. This
means that the Department still has
some way to go to meet the target of
full compliance. Both the Secretary of
State and the Permanent Secretary
have expressed concern and have
asked for renewed efforts. Directorates
will utilise the reporting facilities
offered by the ORACLE RAB database
to monitor prompt payment
performance on a regular basis. 

Departmental Operations Action Progress
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Better Quality Services

Procurement

Electronic Government

Sickness Absence

Regularly and systematically review
services and activities over a five-year
period in line with government policy
as set out in the handbook Better
Quality Services. Develop a review
programme by September 1999.

Committed to the government-wide
target that, by March 2001, 90% of
routine procurement of goods will be
conducted electronically.  The
Department has an agreed action plan
to increase the efficiency of
purchasing, focusing on the
introduction of electronic commerce
and the encouragement of
collaborative purchasing initiatives. 

Set a target by 31 March 1999 in
support of the Government
commitment that, by 2002, at least 25%
of government services will be
accessible electronically. 
Productivity Target: Level of services
accessible electronically: 8% at 
October 1997.

Work towards meeting the
government-wide target to reduce Civil
Service sickness absence rates by 20%
in 2001 and by 30% in 2003. Targets for
the Department have been agreed:
7.4 days lost through sickness per staff
year by end 2000-01 
6.9 days lost by end 2002-03.
The Department’s baseline for 1998 is
8.0 days. This means a reduction of
7.5% by 2001 and of 13.8% by 2003.

The Department is on target to review
60% of its services by the end of March
2003 and 100% by the end of March
2004. (See paragraph 1.20)

Keeping closely in touch with the Office
of Government Commerce (OGC), DTI
is working towards the 90% target
through increased usage of the
Government Procurement Card. Two
studies by ICL Unitas highlighted that
the market for electronic purchasing
was not fully developed. A scoping
study for the delivery of electronic
procurement in DTI is underway.

This target has been superseded by the
March 2000 Cabinet agreement that all
key services should be available on-line
by 2005. Progress is being reported to
the Cabinet Office. The Department is
on course to achieve the 2005 target.
(see paragraph 1.25)

Work in hand on an initiative to
promote best practice in sickness
absence management and reviewing
DTI inefficiency procedures.

The Department started from a relatively
low level of absence. The Department is
on course to achieve the 2001 target:
sickness absence in DTI reduced from
the 8.0 day baseline in 1998 to 7.8 days
in 1999.

Departmental Operations Action Progress



disseminate findings.The programme of future
evaluation studies is designed to give policy
makers better evidence of the relative
contributions of different activities and to help
assess progress towards the achievement of PSA
targets.

1.16. Regulatory Impact Assessments (RIAs) are
carried out for all proposed new regulations that
might have an impact on business, the voluntary
sector or individuals. From August 2000 new
guidelines for the completion of RIAs have been
in place and the new requirements include:

■ the preparation by policy makers of an initial
assessment early in the policy making process
before Ministers decide to choose the
regulatory option;

■ clear account to be taken of the role of the
Small Business Service20 in offering advice and
giving clearance to proposals which impact on
small businesses;

■ greater stress on early, informal consultation
with those likely to be affected;

■ more emphasis on providing clear guidance,
and simpler and fairer means of compliance;

■ more emphasis on identifying non-regulatory
options and in making clear the benefits of
proposals;

■ a more thorough assessment of the costs and
benefits of proposals and the cost/benefit
profile over the lifetime of the policy; and

■ Ministers stating that they are content that 
‘the benefits justify the costs’ rather than that a
‘correct balance has been struck’.

1.17. Environmental considerations are taken into
account alongside economic and social ones
when making policies or taking decisions on the
operations of buildings and facilities21.The DTI’s
Green Minister is Patricia Hewitt.The
effectiveness of the Department’s procedures for
environmental screening and appraisal is being
reviewed and the findings will be published by
Summer 2001. DTI is committed to publishing
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Modernising DTI Action Plan

1.12. The DTI is undertaking a large range of activities
in response to the modernising government
agenda set out in the White Paper Modernising
Government and the programme of Civil Service
Reform.These will underpin the delivery of the
Department’s Public Service Agreement.

Policy making

1.13. The Department seeks to promote best practice
across all areas of policy making. In July 2000 the
Chief Scientific Adviser published Guidelines
2000, an updated and strengthened revision of
Guidelines for the Use of Scientific Advice in Policy-
Making published in 1996.A new project will
examine policy processes in the Department and
identify ways in which they can be improved and
best practice promoted.A good example of an
innovative approach to policy making is the
Company Law Review17.This comprehensive
review is being overseen by a Steering Group of
independent experts, supported by DTI
administrators and lawyers, with inputs from a
wide range of outside expert interests through
working groups and consultation documents.
DTI has also published its framework for
regulatory risk assessment in fulfilment of a
commitment contained in the Modernising
Government White Paper.

1.14. In October 2000, DTI became the first
department to publish its own Sustainable
Development Strategy18.Within the framework
provided by the Government’s overall sustainable
development strategy, it sets out DTI’s role and
priorities in creating an innovative, highly
internationally competitive and resource efficient
economy that delivers continually improved
quality of life and prosperity for everyone. It also
sets out the steps being taken to integrate
sustainable development more thoroughly into
DTI’s policies and activities to promote
competitiveness, innovation and growth.

1.15. The Department has a well-established rolling
programme of evaluation which has been
extended to cover administrative and regulatory
activities as well as programme expenditure. It is
committed to publishing evaluations19, and has
also set up an internal evaluation database to help

17 Further details are given in Chapter 10 – The Regulatory Framework.
18 Available at www.dti.gov.uk/sustainability
19 Available at www.dti.gov.uk/about/evaluation

20 See Chapter 3 – The Small Business Service and Enterprise
21 See paragraph 1.39 for information on greening operations.

Further information is available from the Department’s ‘green’
contact: Simon Kelly (020 7215 1975).
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all free-standing environmental appraisals unless
there are over-riding reasons for not doing so.
During 2000-01, environmental appraisals of the
Utilities Bill22 and the UK Coal Operating Aid
Scheme23 were published.

Responsive Public Services

1.18. The DTI is strongly committed to the Service
First principles24.The Department applies the
service standards for central Government set out
in the Modernising Government White Paper.
Information on the DTI’s performance against
the standards is published annually on the
Department’s website25. 1999-00 performance
data for correspondence handling standards and
the standards for keeping appointments are
shown below.

1.19. The Department uses customer feedback to
shape the way in which services are developed
and an annual report on the impact of customer
feedback will be published from 2002.The
Executive Agencies26 conduct a regular series of
well developed customer satisfaction surveys. For
example, Companies House runs quarterly
surveys that invite customers to rate the
importance of aspects of service and to
benchmark the Agency against their best
suppliers.The Employment Tribunals Service uses
surveys to assess its performance against a target
of 85% user satisfaction with its service. Several of
the Department’s key service providers hold the
Charter Mark.

Quality Public Services

1.20. Under the Better Quality Services (BQS)
programme27, the Department is on target to
review 60% of its services by the end of March
2003 and 100% by the end of 2004. It completed
a BQS review of its European policy area in 2000
which recommended the use of the EFQM
Excellence Model as a method of continuous
improvement; this is now being implemented. In
2000-01, the BQS programme also included the
Quinquennial Reviews of Companies House,The
National Weights and Measures Laboratory and
The Patent Office, and a Quinquennial Review is
underway of The Insolvency Service28.

1.21. The Department is also considering the
introduction of the EFQM Excellence Model
and similar benchmarking activities for some
areas of work where the options of market
testing, internal restructuring, contracting out,
privatisation or abolition are not applicable.An
internal benchmarking community has been
established to promote the benefits of, and
encourage use of, the Model in the Department.

Information Age Government

1.22. The Department submitted its initial Electronic
Business Strategy to the e-Envoy’s office at the
end of October 200029.The Departmental
information and communication technology
infrastructure, which was extensively updated in
1999-00 by the DTI’s partner Unitas, will provide
the basis for various developments to deliver the
strategy over the next few years. One example is

22 Available at www.dti.gov.uk/urt/page2/.htm
23 Available at www.dti.gov.uk/support/coal.
24 Details of the Service First principles are published in the Cabinet

Office booklet: “Service First: the New Charter Programme”,
available at www.cabinet –office.gov.uk .

25 www.dti.gov.uk
26 See also Chapter 16 – The Performance of the Redundancy

Payments Service and Executive Agencies.

27 Further information on the Better Quality Services programme can
be found at the Cabinet Office website: http://www.cabinet-
office.gov.uk/servicefirst/index.htm

28 See also Chapter 16 – Performance of the Redundancy Payments
Service and Executive Agencies.

29 Available at http://www.e-envoy.gov.uk

Standards Performance 1999-00

To answer or give holding replies to letters within 15 working days * 96%

To answer MPs’ letters within 10 working days * 50%

To answer MPs’ letters to Agency Chief Executives within 10 working days 98%

To see visitors within 10 minutes of an appointment time at our offices. * 99%

* DTI excluding executive agencies

FIGURE 1.3: Service First performance against Whitehall standards
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an updated remote access service, providing
robust and secure access to departmental systems
for staff who need to work away from the office.
Another vital component in the adoption of
more modern working methods is the
development of electronic record and document
management facilities.This will be a major
management of change project with significant
opportunities for improved working practices.

1.23. Extensive and effective use of Internet sites is an
integral part of the DTI’s e-business strategy.
Customer research was undertaken during the
year to ensure that DTI sites meet users’ needs
and to analyse the types of visitors to the sites.
The DTI’s main site30 was improved and
expanded during the year and was shortlisted for
the inaugural COI Government Website Awards.

1.24. The Department continues to develop the
information available to staff via its Intranet, a
relatively recent addition being ‘briefing@dti’, a
source of information on current issues available
to all staff. Connection to the government-wide
‘Knowledge Network’ will increasingly provide
staff within DTI and other departments with
access to briefing on a much wider range of
current issues.

1.25. In March 2000, the Prime Minister tightened the
target for electronic delivery of services to
ensure that all key services will be electronically
available by 2005.The Department remains on
track to meet this target and is working with a
number of other departments and bodies and
contributing to central initiatives such as the UK
Online programme.The Department has
identified 62 key services of which 16 are now
available electronically. By 2002, 43 of these key
services should be available, and the remaining 19
by 2005. Examples of progress include: the launch
of UK online for business in September 200031;
The Business Link Contact Centre and website
which will be launched in April 200132; and
British Trade International which will be
investing £20 million over 2001-04 in
information and communication technology to
enable it to deliver its services world wide33.The
Department’s Export Control Organisation
(ECO) is planning to introduce acceptance of
export licence applications over the Internet by

2002. Further information about the
Department’s progress and schedule for electronic
service delivery can be found at the Internet site
for the E-Envoy34.

1.26. As part of the support which information and
communication technology can provide to the
modernising agenda, the Department will also 
be carrying out studies into the use of digital
signatures and the provision of services enabling
confidential material to be sent and received
electronically by the Department and its
partners35.

Valuing Public Service

1.27. Following its achievement of formal Investors
in People (IiP) recognition in November 1999,
DTI Headquarters will be undertaking its first
review against the Investors in People (IiP)
Standard starting in Summer 2001.This review
will be conducted against the revised IiP
Standard. Issues such as raising the performance
of managers and strengthening support for
individual career development continue to be
addressed as part of the Department’s IiP
recognition.A number of Agencies successfully
retained their IiP recognition in 2000-01.The
Small Business Service, which was part of the
original DTI Headquarters IiP recognition, is
planning to seek recognition in its own right
during 2001.

1.28. Training and development is provided to
enable staff at all levels to develop skills and
competences so that they can contribute
effectively to meeting the Department’s current
and future objectives and give them greater job
satisfaction.As well as a pilot mentoring scheme,
a two-year pilot Career Development Centre has
been established to help staff develop and fulfil
their potential, particularly those from ethnic
minorities, women and people with disabilities -
all of whom are under-represented at most
management levels.The Department has also
expanded some of its development schemes.
There is now a single accelerated development
programme designed to help talented staff
achieve rapid promotion and Senior Civil Service
(SCS) staff are covered by a comprehensive
training strategy which includes 360 degree
feedback.A programme of training and

30 www.dti.gov.uk
31 See paragraph 2.13 in Chapter 2 – E-Commerce for further details.
32 See paragraph 3.26 of Chapter 3 – The Small Business Service

and Enterprise for further details.

33 See Chapter 13 – British Trade International.
34 http://www.e-envoy.gov.uk/esd.htm
35 See Chapter 2 – E–Commerce.
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development is also available for staff in the
grades immediately below the SCS.

1.29. The Department is committed to fairness and
equality of opportunity for all in employment,
and advancement on the basis of suitability.
The Department's Advisory Groups, on Racial
Equality,Widening Opportunities for Women and
Disability continued to advise on diversity issues
within the Department.An Action Programme on
Disability has been launched, which aims to raise
awareness of the specific obstacles and challenges
faced by staff with disabilities, to help ensure that
they realise their full potential and to highlight
the Department’s wider responsibilities to disabled
people in the community.A Report, Diversity in
DTI, was published to provide staff with
information on progress towards meeting the
benchmarks for representation at all levels.Action
has been taken within the Department to engage
staff in diversity issues, including awareness
workshops and ethnic minority networks.

1.30. The Department has continued to promote part
time and flexible working patterns, and has
sent a new policy statement and best practice
guidance to all staff outlining its strong
commitment in this area.

1.31. During 2000 in DTI HQ:

■ there was a small increase in the proportion of
women in managerial grades (Bands B and C)
to just over 35%;

■ the proportion of women in the Senior Civil
Service increased from 21% to 26%;

■ 7.4% of staff within the Department worked
part time, including an increase in the Senior
Civil Service where 8% now work part time;

■ 14.8% of staff were known to be of ethnic
minority origin36 and there was a small
increase in ethnic minority representation at
managerial levels (Bands B and C) to 9.3%; and

■ 5.1% of staff were known to have a disability,
and staff with disabilities were employed at all
levels including the Senior Civil Service where
they account for 3.3% of staff

1.32. Following an extensive review of its internal
advertising and recruitment system in 1999, the
Department proposed changes in June 2000 to
improve fairness and objectivity. These included
the training of independent panel members to
assist managers throughout the selection process.
The new system came into effect on 1 September
2000 and reports on its effectiveness will be issued
at six monthly intervals.

1.33. External recruitment is in accordance with the
Civil Service Commissioners’ Recruitment Code,
as well as drawing on best practice and
techniques from across the private and public
sectors.The DTI has a continuing programme for
recruitment at various levels through open
competitions.The main intake for HQ is for
Administrative Support, First and Middle
Managers, and Assistant Directors. In addition,
recruitment is undertaken for specific posts and
for specialists. On average, 200 recruits have
joined DTI annually since 1997, and
improvements have been achieved in the
percentage of successful candidates from minority
ethnic groups.The Department continues to
maintain a major programme for inward and
outward secondments37. DTI Executive Agencies
have delegated authority to undertake external
recruitment.

Other aspects of managing the

Department

Resource allocation and management

1.34. The Department plans how it will achieve its
objectives and targets within its overall resource
budgets for programme, administration and
capital costs via the annual Resource Allocation
and Management round. Resource requirements
for the year ahead are submitted to the Finance
and Resource Management Directorate which
puts forward recommendations on allocations to
the Departmental Board and then Ministers for
approval.

Resource accounting and budgeting

1.35. The Department’s expenditure and budgeting
will be managed on a fully resource basis from
April 2001; this change is reflected in the tables at
Annex B.The first set of audited consolidated
resource accounts for the financial year 1999-00

36 This figure may be affected by data for new recruits to the
Department which are not yet available for this full twelve 
month period.

37 See also Chapter 13 – British Trade International.
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were published in December and are available on
the DTI website38.They provide details of the
Department’s activities during the 1999-00
financial year and its Balance Sheet as at 
31 March 2000.The Department also issued
audited resource accounts for the UKAEA
Superannuation Scheme for 1999-00.The
National Audit Office issued unqualified audit
opinions on both sets of accounts. During 
2000-01, the Department has undertaken
significant preparatory work in respect of
resource budgeting and achieved the relevant
milestones set by HM Treasury. Shadow resource
estimates have been produced for 2000-01 and
the Department is monitoring its financial
performance on both a cash and a resource basis.
This will ensure that all financial processes and
systems have been fully tested so that the
Department’s finances can be managed on a
resource basis from 2001-02.

Accountability

1.36. The Permanent Secretary, as Accounting Officer,
is accountable to Parliament for the Department’s
expenditure and its activities. In line with the
best practice of corporate governance, he is
supported by the members of the Departmental
Board, including the non-executive member,
Mair Barnes, former Managing Director of
Woolworths. He is also advised by the Audit
Committee, chaired by Philip Sellers, an
independent businessman.

1.37. The Department has an internal audit function
which provides assurance to senior management
about the management of the Department’s risks
achieved through a programme of risk-based
system audits, audit reviews and risk workshops as
well as advice on risks and controls, especially in
relation to the development of new systems.This
work is carried out in collaboration with Ernst &
Young with whom the Department has renewed
its strategic partnership. Ernst & Young conduct a
proportion of the audit programme, contribute to
the ongoing development of the audit
methodology and participate in a programme of
skills transfer.The National Audit Office is the
Department’s external auditor.

1.38. The Public Accounts Committee published no
reports in the Department’s area of responsibility
in 2000.

Greening operations

1.39. The Department continues to make progress in
reducing its environmental impacts through a
range of green housekeeping measures.An
Environmental Management System (EMS)
which is accredited to the ISO 14001 standard is
run by the Estates & Facilities Management
Directorate. It incorporates monitoring, control
and regular audits to ensure continued
effectiveness of the System and to track progress
towards its targets. In addition, all new entrants
and contractors to the Directorate are given
training to increase their awareness of
environmental issues at work.

1.40. The Department is improving year on year in all
areas of energy management.The target to reduce
energy usage by 5% from 1995-96 figures by
March 2000 was met on time.The Department
also placed contracts for electricity supply so that
26% of power now comes from renewable energy
sources. During 2000, 86% of paper bought by
the Department was recycled meeting its target
of 75% for the year.

Machinery of Government

1.41. On 1 April 2000, the responsibilities of the Oil
and Gas Royalties Office for administration of the
royalty paid on production from older fields on
the UK Continental Shelf (those approved before
April 1982) were transferred from DTI to the
Inland Revenue’s Oil Taxation Office (OTO).
The OTO administers petroleum revenue tax
and corporation tax for the industry.The transfer
will allow development of a more streamlined
operation based on the substantial similarities
between the two areas of work. Responsibility for
royalty policy remains with the Secretary of State
for Trade and Industry.

1.42. The Directorate of Civil Nuclear Security, the
government's nuclear security regulator, became
an independent unit within DTI on 1 October
2000 and was renamed the Office for Civil
Nuclear Security.

38 Department of Trade Industry Consolidated Resource Accounts
1999-2000, December 2000. (HC11. Stationery Office. Available at
[website address])
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Publicity and advertising

1.43. Most of the Department’s expenditure on
advertising and publicity is authorised by the
relevant programme budget holders alongside
other items of expenditure in that policy area.39

Decisions on the most effective publicity options
benefit from advice from central publicity and
new media specialists, or local teams of publicity
and presentation advisers.There is a small
centrally held budget for publicity expenditure.
This amounted to £635,000 in 1999-00.The
estimated out-turn for the current financial year
is £836,000 with a similar annual figure being
forecast to the end of 2003.

Private sector sponsorship of Departmental

activities

1.44. The DTI has updated its internal guidelines on
sponsorships received from the private sector,
following recommendations by the Committee
on Standards in Public Life chaired by Lord
Neill.The revised guidelines provide best practice
advice for managing all stages of sponsorships so
that the Department takes a consistent and
transparent approach to these kind of
relationships with the private sector.

39 See in particular Chapter 3, Figure 3.5, for publicity expenditure
by the Small Business Service, and Chapter 12, paragraph 12.5,
for publicity expenditure relating to the National Minimum Wage.
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3540 The Department is currently developing systems for collecting
sponsorship data and information in this table may not be
comprehensive.

41 See also paragraph 11.[32] in Chapter 11 – Consumer Policy, for
information on private sector contributions to consumer safety
campaigns.
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Event/Purpose41 Sponsor Amount

Firework Safety Campaign Asda and Sainsburys £32,000

SPARK (magazine for 11-14 year girls) WISE campaign (Women into Science & Engineering) £20,000

Ukon4b: E-Commerce Awards BT, NatWest, Sun Microsystems, ICL/Kainous, £100,000
Welsh Development Agency, Compaq, Lucent, 
Miller Freeman, Hewlett Packard, Cisco, Sphinx CST, 
Computer Associates, BLNC/BLs Suffolk & Herts

FIGURE 1.5: Private sector sponsorship contributions to DTI activities 2000-0140



AObjective

To promote enterprise,
innovation and increased
productivity.
PSA targets 1999-02

■ To put in place policies to narrow the productivity gap relative to other industrialised
countries over the cycle. (Joint target with HM Treasury). 

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

■ To increase the productivity and profitability of SMEs assisted by Business Link partnerships,
and to show year by year improvements in the quality of services delivered under the
Business Link brand.

■ To secure an increase in the number successful high growth business start-ups (Joint target
with HM Treasury).

■ To increase from 350,000 to 1 million the number of UK SMEs wired up to the digital market
place by 2002. (Also Objective 3). NB. This target has been increased  to 1.5million SMEs.

PSA targets 2001-04

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

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

■ Improve the economic performance of all regions measured by the trend in growth of each
region ’s GDP per capita. (Joint target with DETR) 

2 E-Commerce 

3 The Small Business Service and
Enterprise

4 Innovation

5 The Regions

36
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Introduction

2.1. The Government is pressing forward with its
programme to help UK businesses to exploit
fully the advantages of electronic commerce 
(e-commerce), so essential if they are to be
competitive in an increasingly global marketplace.
The Department plays a central role in this
programme, in partnership with the e-Envoy1.

2.2. The ongoing overall aim as set out in one of the
Department’s PSA targets and the Cabinet
Office’s 1999 Performance and Innovation Unit
report, e-commerce@its.best.uk, is to make the UK
the best place in the world to trade electronically.
This is being measured by the cost of Internet
access and the extent of business-to-business and
business-to-consumer transactions carried out
over e-commerce networks relative to other
countries.

2.3. The DTI and DCMS are working together on
proposed legislation to establish a new regulatory
framework for the electronic communications
sector, bringing telecommunications and
broadcasting regulation together to reflect
convergence between the sectors and markets.
This will implement the White Paper A New
Future for Communications (Cm 5010), published
on 12 December 2000.

Performance in 2000-01

2
■ Introduction
■ Performance in 2000-01
■ Future targets and priorities
■ Providing a competitive domestic framework for communications
■ Encouraging business use of Information and Communications Technology
■ European dimension
■ Building UK sectoral capability
■ Developing IT and electronic skills
■ Promoting trust

1 The first report of the E-Envoy can be found at 
http://www.e-envoy/2000/progress/anrep1/text/030.htm

Highlights of 2000-01

■ Surpassed PSA target of 1.5 million UK
SMEs to be connected to the digital
market place.

■ Publication of the White Paper A New
Future for Communication in December
2000.

■ Launch of ‘UK online for business
programme’ backed with £25 million
over the period 2000-03; an additional
£30 million over 2001-04 was
announced in the Opportunity for all
White Paper.

■ Announcement in October 2000 of the
£5.5 million Internet Mentoring Initiative
for small businesses. 

■ Electronic Communications Act 2000
received Royal Assent on 25 May 2000.

■ Successfully auctioned five spectrum
licences to provide a competitive market
for Third Generation mobile telephone
services that will deliver advanced
multi-media services and fast Internet
access on the move.

■ UK compliance with the EC Regulation
on unbundled access to the local loop
from 31 December 2000.

E-Commerce



2.4. The Department has two PSA targets for the
period 1999-02 which relate directly to 
e-commerce:

■ PSA target 7: to increase from 350,000 to 1
million the number of UK SMEs wired up to
the digital market place by 2002. In May 1999
the Secretary of State increased this target to
1.5 million SMEs to be connected by 20022;
and 

■ PSA target 8: to make the UK the best place in
the world to trade electronically by the end of
this Parliament.

2.5. In order to measure progress against these targets,
and improve understanding of the use of e-
commerce in the UK, the DTI commissions an
annual International Benchmarking Study (IBS
2000), now in its fourth year.These studies show
that in all benchmarked countries ownership of
Information and Communication Technologies
(ICTs) has increased dramatically. However, the
numbers of businesses which actually use these
ICTs for e-commerce are still in the minority,
although increasing rapidly.The studies also show
that lack of understanding of the benefits and
lack of relevant skills are key barriers to further
take-up and use of e-commerce.

2.6. The IBS 2000 Study measured progress against
three targets:

■ The revised PSA target 7 of 1.5 million SMEs
to be connected by 2002. Progress against this
is measured using the ‘Connectivity Indicator’:
defined as the number of businesses using
external websites or making frequent use of
external e-mail or Electronic Data Interchange.
This target has been exceeded, and 1.7 million
SMEs are now connected, up from 600,000 last
year, and comparing well with international
competitors (see Figure 2.1).

■ One million SMEs to be trading online by
2002. Good progress has been made against this
target, with 450,000 SMEs now trading online.
This target captures the key activities of  both
paying and ordering online with either
customers or suppliers.

■ The performance of UK micro and small
businesses to be the best in the world. Some
progress has been made, with the performance
of these size businesses being average or
slightly above average compared to those in
other benchmarked countries.

Future targets and priorities

2.7. The Department’s targets for e-commerce have
been subsumed into the new PSA Target 3 for
2001-04: to make and keep the UK the best place
in the world to trade electronically, as measured
by the cost of Internet access and the extent of
business to business and business to consumer
transactions carried out over e-commerce
networks.The Department also has a Service
Delivery Agreement target to ensure that the UK
is in the top four OECD countries in terms of
demand for mobile data services by March 2004.

Providing a competitive domestic

framework for communications

The Communications White Paper

2.8. The White Paper A New Future for
Communications (Cm 5010), published on 12
December 2000, sets out proposals for a new
regulatory framework for the electronic
communications sector.The legislation to
implement this framework will be introduced
into Parliament as soon as time is available.The
central proposal is to create a new unified
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■ Announcement on 6 September 2000 of
key reforms to promote access to
Government information for
commercial re-use.

■ tScheme, the industry-led self
regulatory body for trust service
providers, set up to meet the objectives
of Part 1 of the Electronic
Communications Act 2000, began pilot
evaluations.

■ E-Europe Action Plan endorsed at the
Feira European Council meeting in 
June 2000.

2 Originally reference was to SMEs ‘wired up’ but many in fact
connect via wireless, ie. radio links.
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Figure 2.1 International connectivity indicator3 (%)

3 Percentage of all businesses having marketing websites or frequently
using external e-mail or EDI (Electronic Data Interchange).

4 Trading online includes both paying and ordering online with either
customers or suppliers.

Priorities for 2001-04

■ Prepare legislation to implement the
December 2000 White Paper A New
Future for Communications and
legislation arising from the European
Commission’s 1999 communications
review.

■ Fully implement the E-Commerce
Directive.

■ One million UK SMEs to be trading on
line by 20024.

■ Expand ‘UK online for business’ to help
businesses of all sizes move beyond
having a website and trading online to
transform the way they work.

■ Make the UK the number one country
for the supply of advanced ICT skills.

■ In collaboration with the research
councils launch and manage an
integrated e-science programme.

■ Launch Next Wave Technologies and
Markets Programme.

■ Implement a £30 million fund to
support innovative schemes to meet
local broadband technology
requirements. 

■ Develop a comprehensive digital TV
action plan to make the UK the most
dynamic and competitive market for
digital TV in the group of seven leading
industrial nations.

■ Shape EU programmes and work with
UK businesses to ensure that over
e120 million is secured annually from
European programmes for the
development of the Information
Society.

■ Formulate the UK position for the
Information Society in EU 
Framework 6.

regulator, the Office of  Communications
(OFCOM) responsible for the communications
sector which will replace several existing
regulators, including in due course the
Radiocommunications Agency. OFCOM will be
independent, but will work closely with the DTI,
DCMS and other relevant departments,
particularly in relation to European and other
international regulation.The objectives of the
new regulatory framework are:

■ to make Britain home to the most dynamic
and competitive communications and media
market in the world;

■ to ensure universal access to a choice of diverse
services of the highest quality; and 

■ to ensure that citizens and consumers are
safeguarded.
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Ensuring competition

2.9. The DTI is working closely with OFTEL to
ensure that the existing regulatory system for
telecommunications operates to promote
competition to the benefit of the consumer.
Major boosts will result from action taken this
year to unbundle BT’s local loop and to auction
spectrum licences for third-generation mobile
services. Consumers have an ever-increasing
choice of operators not only for local, national
and international calls but also for narrowband
and broadband services.

■ Local loop unbundling: OFTEL has
ordered local loop unbundling and has added a
new condition to BT’s licence to this effect.
This will allow other operators to install their
own equipment in BT’s exchanges to provide
high speed data and Internet services.The
unbundling process is now underway, and the
first unbundled loops became available in 
early 2001.

■ Internet tariffs: An OECD report in
September 2000 showed that the UK is one of
the cheapest countries for off-peak Internet
access, and below average for peak access.To
ensure that competition takes a firmer hold in

this market, OFTEL has required BT to offer
an unmetered wholesale product, called
FRIACO (Flate Rate Internet Access Call
Origination), which other operators are already
using to offer their own unmetered retail
services.

■ Leased lines: OFTEL has reviewed the state
of competition in the market for leased lines,
and concluded that further measures are
required to ensure effective competition in the
provision of these services. Proposals include
placing further obligations on BT to provide
wholesale services to other operators, and new
price controls on these services.

Managing the radio spectrum

2.10. The Radiocommunications Agency is
responsible for managing most non-military radio
spectrum in the UK and for representing the UK
internationally on radio issues. Demand for radio
spectrum for new services is increasing as
telecommunications, broadcasting and computing
converge and as the technology and markets
change rapidly.The radio spectrum is a finite
resource and its effective management is key to
realising gains in competitiveness and consumer
benefits.

Trade and Industry 2001 2: E-Commerce
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Proposed objectives for OFCOM

The Communications White Paper proposes the following specific objectives for the new
regulator:

■ protecting  the interests of consumers in terms of choice, price, quality of service and value
for money, in particular through promoting open and competitive markets;

■ maintaining high quality of content, a wide range of programming and plurality of public
expression; 

■ maintaining accepted community standards in content, balancing freedom of speech with
the need to protect against potentially offensive or harmful material, and ensuring
appropriate protection of fairness and privacy; and

■ giving proper weight to:

– the protection of children and vulnerable persons;

– the prevention of crime and public disorder;

– the special needs of people with disabilities and of the elderly, of those on low income
and of persons living in rural areas; and

– the promotion of efficiency, including efficient use of spectrum and telephone numbers,
and innovation.



2.11. In 2000-01, the Agency has:
■ auctioned five spectrum licences to provide a

competitive market for Third Generation
mobile telephone services that will deliver
advanced multi-media services and fast
Internet access on the move;

■ auctioned spectrum licences for competing
broadband fixed wireless access services that
will deliver fast, always-on Internet access to
homes, offices and businesses by radio rather
than down telephone lines;

■ achieved a highly successful outcome for UK
interests at the World Radio Conference in
Istanbul in May 2000;

■ through its public-private partnership, Radio
Spectrum International, continued to upgrade
information systems and won contracts in
Egypt and Nigeria to advise on spectrum
management; and

■ published a set of scenarios for the future of
convergence over the next decade, to provide a
sound basis for strategic planning to meet
future spectrum needs5.

2.12. The Agency’s priorities for the future include:
■ increasing spectrum availability for new and

existing mobile services, broadband access and
local area networks;

■ a progressive roll-out of spectrum pricing and
developing proposals for spectrum trading,
subject to changes to EU law that are currently
being negotiated; and

■ introducing electronic licensing and spectrum
assignment.

Encouraging business use of ICTs

UK online for business

2.13. ‘UK online for business’ was launched in
September 2000 backed with £10 million in
2000-01 and with a further £15 million
committed over the next two years. It is
specifically aimed at providing impartial and
independent advice and help to small businesses
on how to succeed in online business.Advice is

provided through a variety of channels including
the Small Business Service’s Business Link
Network and its equivalents in Scotland,Wales
and Northern Ireland and a virtual team of
experts online.The new spending will support
additional advisory capacity, along with an up-
graded helpline and marketing activity.

2.14. The DTI launched two further initiatives to
support ‘UK online for business’ during 2000.
‘Technology Means Business’ is an accreditation
and support system for all those who give advice
to SMEs on the effective use of new technology.
The ‘UK online for business Partnership
Programme’ aims to strengthen partnerships with
organisations which support existing work or are
developing new elements within ‘UK online for
business’ as well as organisations which provide a
communications channel to small businesses 
(e.g. trade associations and other representational
groups).

2.15. In February 2001, the Opportunity for all White
Paper announced a further £30 million to
expand UK online for business to help businesses
move beyond having a website or trading online
to transform themselves through the effective use
of Information and Communication Technologies
(ICT).

Increasing broadband access

2.16. Key components of the Government’s strategy to
provide universal Internet access are to encourage
broadband access for both individuals and
businesses, and to ensure that a digital divide in
high speed Internet access does not open up
between urban and rural communities.The
Opportunity for all White Paper announced a new
£30 million fund over the next three years to
support innovative schemes to meet local
requirements.Also in February 2001 the Office of
the e-Envoy published UK online: the broadband
future; and a detailed action plan to help drive
forward broadband networks across the UK.

Internet Mentoring Initiative

2.17. In October 2000 the DTI announced the
Internet Mentoring Initiative, supported by 
£5.5 million over 3 years, to help Internet 
start-ups and established SMEs who want to
make the internet the primary means of
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conducting business. Under the Initiative,
businesses can access tailored business advice via
an interactive web portal on issues such as
developing business and marketing strategies,
getting access to funding and tackling regulatory
issues.The Initiative includes an Internet
Incubator Fund to stimulate the creation of
regional Incubators to support new e-businesses.
The Department will shortly advertise funds to
be made available for co-financing incubators in
six English regions, and will be working closely
with the relevant RDAs and  Business Link
advisors to administer these funds and set up 25-
30 incubators by 2002-03.

Information Age Partnership 

2.18. The Information Age Partnership (IAP) is a
unique partnership between the Information
Technology, Electronics and Communications
(ITEC) industry and government to exploit
proactively the opportunities of the digital
revolution.The IAP will shortly be launching a
website with links to the CBI’s E-Business Users’
Group. IAP working groups are currently
considering:

■ e-commerce awareness and adoption, including
e-business user skills;

■ building the supply base;

■ increasing ITEC skills, and UK technology
strengths;

■ building user trust and confidence;

■ creating an e-friendly (international) policy
environment;

■ measuring UK success; and

■ mobility in the Information Age.

Millennium bug

2.19. The Department was fully engaged in the
Cabinet Office’s Millennium Operating Regime
and liaised closely with infrastructure providers
and the Regulators (OFTEL and OFGEM)
during the date change.There were no
Millennium Bug failures in those infrastructure
sectors for which the Department is responsible,

due in large part to the role played by Action
2000, which was wound up at the end of
September 2000.The lessons learned from
millennium preparations are now being fed into
wider critical infrastructure emergency planning.

E-health

2.20. DTI is working with the Computer Services and
Software Association (CSSA), the European Health
Telematics Association and the UK Institute for
Health Informatics to help encourage the
development of a strong e-health market in the
UK. In October 2000, a major conference was
held to look at procurement in the UK and the
Ireland with the introduction of e-business systems
to underpin the modernisation of healthcare.The
Department is due to publish in April 2001 a state
of the nation report and market analysis of the
sector to help the industry and the healthcare
sector make their investment decisions.

European dimension6

2.21. The DTI leads within Government on proposed
legislation to establish a new European regulatory
framework for the electronic communications
sector.This will have a significant impact on the
economic regulation of electronic
communications in the UK, and work is being
taken forward in step with implementation of the
proposals set out in the White Paper A New
Future for Communications.

E-Europe: the EU’s action plan for an inclusive

information society

2.22. The E-Europe Action Plan, endorsed by the
European Council in Feira in June 2000,
highlights a political commitment to accelerate
the development of e-commerce in Europe by
creating the conditions for the necessary trust,
understanding and awareness.The Plan included a
roadmap to the end of 2000, which involved some
60 activities undertaken by the Commission,
Member States and the private sector.

2.23. Good progress was made during 2000-01 on
agreeing legislative measures to promote 
e-commerce in Europe. In particular, the 
E-Commerce Directive was agreed in June 2000
and will lift barriers to cross-border transactions.
Other areas of progress included: copyright;
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electronic cash; and trade in encryption
technology. Progress on non-legislative measures
included agreeing new approaches to the
settlement of consumer disputes, solving
international regulatory challenges for 
e-commerce, and the introduction of a new 
‘.eu’ domain name.

EU Information society programmes

2.24. DTI assists UK organisations in securing funding
from EU information society programmes to
help them develop their global competitiveness,
with the objective of securing over e460 million
over the period 1999-02.The Department is
currently on target to meet this objective and the
focus over the next year will be to try to increase
the involvement of the retail and finance sectors
and to improve the inter-relation between the
EU programmes and national activities.

E-Commerce internationally

2.25. The Government continues to work in various
international fora to develop a more global
coherent framework for e-commerce.The
OECD’s e-commerce work programme is
covering issues such as tax, IPR and consumer
protection on the Internet and is expected to be
completed during 2001. In July 2000, the World
Trade Organisation relaunched its work
programme to examine how e-commerce relates
to the WTO agreements.Also in July, the EU
reached an understanding with the USA
regarding the transfer of personal data (called the
‘Safe Harbour’Agreement) which will help
protect users' privacy on the Internet.The UK is
also seeking a Memorandum of Understanding
with Australia and Canada on e-commerce to
promote closer co-operation on issues such as
consumer protection and privacy.

Building UK sectoral capability

2.26. In late 2000 the OECD published comparative
international data on the ICT sector for the first
time.This data related to 1997 only and no year
on year comparative data are available at present.
However, Office of National Statistics data show
that gross value added by the UK ITEC sector
doubled between 1993 to 1998 (the latest period
for which reliable data exists), particularly in
ITEC services, and the sector’s contribution to

the economy increased from just over 6% to 8.5%
of GDP.There were also rapid increases in the
number of enterprises in the sector and in the
sector’s turnover, capital expenditure and
employment.

Digital content

2.27. DTI continues to work closely with the digital
content sector to promote its role as a key
contributor to the UK’s success in electronic
commerce. In March 2000, the E-Minister helped
to launch the Digital Content Forum (DCF), a
new industry body which brings together more
than 20 trade associations and other organisations
with an interest in digital content.The DTI is
working closely with the DCF to help implement
the recommendations of the February 2000 DTI
report, UK Digital Content – An Action Plan for
Growth on issues such as the skills gap and better
promotion and marketing of the UK digital
content industries at home and abroad.

2.28. In September 2000, important reforms to improve
access to Government information for commercial
re-use were announced following consultation with
the information industry7.They aim to encourage
publishers and internet businesses to develop
innovative products and services based on
Government material and DTI is working closely
with HMSO and HM Treasury to implement them.

2.29. Other initiatives with the digital content sector in
2000-01 include:
■ a business to business Media Mapping survey to

identify key issues for the emerging business to
business information sector which is becoming
increasingly internet based; and

■ development of an export strategy for the
content sector, including print publishing and
digital content such as computer games.

Digital TV action plan

2.30. The Opportunity for all White Paper announced
actions to make the UK the most dynamic and
competitive market for digital TV in the group of
seven leading industrial nations, measured by take-
up, choice and cost.The first part of this strategy
will involve working with key public and private
stakeholders to develop a comprehensive digital
TV action plan.
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‘Next Wave’ technologies

2.31. The Department, in dialogue with industry, is
currently developing a Next Wave Technologies
and Markets programme. ‘Next Wave’
technologies involve a host of intelligent
appliances capable of communicating with each
other and the outside world and will create new
markets for products and services tailored to the
individual.The proposed centrepiece of the
programme would be an Interdisciplinary
Research Centre (IRC) for manufacturers and
researchers to explore the possibilities and
characteristics of intelligent appliances.

E-science8

2.32. The Science and Innovation White Paper
Excellence and Opportunity for the 21st Century
(Cm 4814) published in July 2000, announced a
substantial package of support for e-science to
underpin the development of high power
computing and communications infrastructure in
the UK.The White Paper committed £98
million over three years (2001-04) to developing
a global information utility: a resource for
scientists to lay the foundation for tomorrow’s
Internet. In February 2001, the Opportunity for all
White Paper announced that this would be
complemented with a new £20 million
programme to ensure the findings of this research
are quickly taken up and turned into commercial
applications in the UK.A further £20 million
will go towards the establishment of a new
Interdisciplinary Research Centre.

Developing IT and electronic skills

2.33. Access to a plentiful supply of skilled labour
remains a key business challenge for many ITEC
companies, particularly in cutting edge
technologies such as Universal Mobile
Telecommunications System (UMTS), the Third
Generation mobile and opto-electronics standard.
The DTI is working closely with the Department
for Education and Employment to support the
implementation of a new skills strategy intended
to improve the supply of specialist ITEC skills,
taking account of the recommendations of the
Skills for the Information Age Report, published in
October 2000.The work focuses on four key
themes: improving understanding of the labour
market for ITEC skills; promoting a more

positive image of careers in ITEC, particularly
targeting young people and women; facilitating a
better dialogue between business and education
providers over ITEC skills; and providing more
high quality work experience opportunities in
ITEC jobs. DTI has so far committed £7 million
over three years (2000-03) to support the skills
agenda.The National Training Organisations for
ITEC occupations have come together under the
chairmanship of the e-Envoy to oversee the
implementation of the skills strategy.The
Information Age Partnership (see paragraph 2.18)
also continues to take a close interest in the skills
agenda.

Promoting trust

Information security

2.34. Confidence by electronic traders in information
security systems is a necessary prerequisite to the
development of e-commerce.The UK has made
good progress through the Information Security
Management Standard, BS 7799, which has now
been adopted by a number of countries around
the world as well as by individual companies in
other countries. Cross-border trust in electronic
trade is becoming ever more essential and the
DTI is working with the British Standards
Institution (BSI) and industry to make BS7799 an
international standard.This was achieved for Part
1 of the Standard in December 2000.

Electronic Communications Act 2000

2.35. The Electronic Communications Act 2000
received Royal Assent on 25 May 2000.The Act
modernises the law to allow electronic
communications and storage as a substitute for
pen and paper by ensuring that electronic
signatures are admissible in courts.The Act also
allows for the creation of a statutory approvals
scheme.At present, the Government is working
closely with the Alliance for Electronic Business
on a self-regulatory scheme (tScheme), which
brings together providers and users, including
consumers.The Scheme is expected to be fully
operational in the first half of 2001.The
Government will consider using powers in the
Act to set up a statutory scheme only if self-
regulation proves ineffective.
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Internet regulation

2.36. In February 2000, the Government Advisory
Committee of the Internet Corporation for
Assigned Names and Numbers (ICANN), which
includes the UK, agreed a policy document
setting out the relevant responsibilities of
ICANN, Governments and administrators in
running the Internet country code domain
names.The UK Government is working with
Nominet Ltd, the administrator for the ‘.uk’
domain, to implement this. In October 2000, the
Committee issued a number of guiding principles
which ICANN should take into account when
selecting new Internet generic top level domains,
including transparency, openness, linguistic
diversity, stability of the Internet and competition
with the existing top-level domains.

2.37. The Department works on a number of Internet
safety issues.The Government, together with the
Internet Watch Foundation (IWF) and children’s
charities, has produced an agreed set of child
safety messages for parents and children using the
Internet which are available through the
Government’s portal, UK Online.The Internet
Crime Forum, a group consisting of
Government, industry representatives and the
police, will shortly publish a report on safety in
Internet chat rooms.

2.38. The Department has worked with industry and
consumer groups to establish Trust UK, a
hallmark scheme designed to enhance consumer
confidence in e-business. More details on this
initiative can be found in Chapter 11 -
Consumer Policy.
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1999-00 2000-01 2001-02 2002-03 2003-04

Outturn Working Plans Plans Plans

Provision

UK online for business (incorporating the Information Society Initiative) 10.7 20.0 30.0 19.0 12.0

‘Next Wave’ technologies 0.0 0.0 3.0 4.0 6.0

E-sciencea 0.0 0.0 0.5 4.0 6.0

Digital TV 0 0 0.8 0.7 0.5

Broadband rollout 0 0 10.0 10.0 10.0

Year 2000 16.0 0.8 0.0 0.0 0.0

Telecommunications and Postsb 1.6 0.5 0.4 0.4 0.4

Spectrum Efficiency Schemec 0 0.7 0.001 0.001 0.001

Total 28.0 22.0 44.7 38.1 34.9

FIGURE 2.2: Expenditure on e-commerce (£ million)

A large number of initiatives across DTI include some recognition of the economic importance of e-commerce
and the following table therefore indicates only a proportion of the total resource being committed by DTI to 
e-commerce. 
Main Estimate 2001-02: Request for Resources 1 (Increasing UK Competitiveness) Functions A (Promotion of
enterprise, innovation and productivity and associated costs), F (Net controlled agencies and suppliers of
Departmental central services), L (Promotion of enterprise,innovation and productivity and associated costs)
and Q (Net controlled agencies and suppliers of Departmental central services).

a This line only relates to the £20m for commercial applications referred to
in para. 2.32, and does not address the £98m assigned to OST and
reported upon in more detail within Chapter 6.

b Includes ITU subscription being met from Radiocommunications Agency
Spectrum Pricing Receipts.

c Radiocommunications Agency receipts are netted off against Spectrum
Efficiency Scheme programme spend and a notional £1,000 is noted in the
Supply Estimates for 2001-02. Planned resource expenditure for each of
the three years is £1.5 million, £4.0 million and £5.0 million.
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Introduction

3.1. Successful small businesses and a thriving
enterprise culture are crucial to the well-being
of the economy. Small businesses currently make
up 99 per cent of all businesses in the UK and
employ more than half the current workforce.
They drive growth and employment in all
modern economies and are major and growing
employers in their own right. Small businesses
have a vital role in the supply chain and as
sources of knowledge and specialised goods and
services for larger businesses.

3.2. The Small Business Service (SBS) was launched
in April 2000 as a Departmental Agency to act as
a strong voice for small firms at the heart of
government and improve the quality and
coherence of support programmes for small
businesses.The SBS also aims to reduce the
overall burden of regulation on small business
including consideration of the way in which
regulations are enforced.The SBS will launch the
Business Link contact centre, website and the
new local network in April 2001.

3.3. The Small Business Council (SBC) was
established in May 2000. It is an advisory Non-
Departmental Public Body with 20 members
under the Chairmanship of William Sargent,
Chief Executive of the Framestore Group.The
Council provides an independent source of
advice for the Chief Executive of the SBS on the
needs of small and medium-sized businesses
(SMEs). It also reports to the Secretary of State
for Trade and Industry on the effects of
government policy on small businesses. Most of
the Council’s members are active entrepreneurs
with practical experience of running an SME.

3.4. The SBS consulted small firms representative
organisations and other key partners both within
Government and the private sector on a new
framework for supporting SMEs in the UK. The
framework, Think Small First, is aimed primarily at
government departments. It encourages them to
maximise the support they provide to small
businesses and minimise the burdens they impose.
The principles of Think Small First were launched
by the Prime Minister in November 2000 and the
full document was published in January 2001.
Think Small First1 will be a major building step
towards establishing an enterprise culture in the
UK and ensuring that enterprise is an option
open to all members of society.

■ Introduction
■ Performance in 2000-01
■ Future targets and priorities
■ Promoting an enterprise culture in the UK
■ Strengthening the European enterprise culture
■ Improving the regulatory environment
■ Delivering business support services
■ Supporting skills development
■ Social inclusion
■ Increasing the availability of finance 
■ Transfer of technology and knowledge

46 1 Available at the SBS website: www.businessadviceonline.org

3 The Small Business Service 
and Enterprise



Performance in 2000-01
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Highlights of 2000-01

■ Launching the Small Business Service
and establishing the Small Business
Council. 

■ Selecting 45 new Business Link
operators to provide high quality local
services from April 2001.

■ Establishing an internet web-site and
national contact centre to complement
local Business Link operations.

■ Launch of Enterprise Insight by the
Prime Minister to promote
entrepreneurship among young people.

■ Launch of Think Small First –
Supporting smaller businesses in the
United Kingdom – a challenge for
Government by the Prime Minister.

■ Establishing the Ethnic Minority
Business Forum. 

■ Launch of the Farm Business Advice
Service.

■ Creating the Small Business Investment
Taskforce to advise SBS across the
board on SME finance issues.

■ 253 bids amounting to £64.3 million
received for the Development Fund
element of the Phoenix Fund. 

■ 57 bids amounting to £20.6 million
received for Round 1 of the Community
Finance Initiative elements of the
Phoenix Fund.

2 Data from existing sources with no additional survey burden
3 Progress against this target is reported in Chapter 2 – E-Commerce

3.5. The SBS is committed to improving the
performance of SMEs assisted by Business Link
services, and to show year by year improvement
in the quality of services delivered under the
Business Link brand (PSA Target 3). Modification
of reporting requirements now means that the
first data on change in performance will be
available in February 2002 to allow more
complete data coverage. Results from a survey of
all users suggests over 60% attribute some change
in business performance or practice to Business
Link help. A customer survey (April to June
2000) found that 74% of all users were satisfied
that the service obtained met their objectives for
seeking assistance from the Business Link.

3.6. In collaboration with HM Treasury, the
Department set a target of increasing the number
of successful high growth business start-ups (PSA
Target 4).The Government aims to increase the
number of high-growth business start-ups –
defined as those which have at least 10
employees or a turnover of at least £1 million
after 4 years – from 12,300 (start-ups in 1994 as
reported in 1998) to 20,000 (start-ups in 2001 as
reported in 2005). Enhanced funding for start-
ups with high growth potential began to be
made available by the end of 1999 (see
paragraphs 3.38 to 3.45). Due to the inherent lag
in reporting this indicator, the impact of the new
support will not yet be apparent.The number of
successful high growth business start-ups in 1994
was 12,300 (revised from 12,600), in 1995 it was
11,800 (revised from 12,800) and in 1996 it was
11,1002.

3.7. The SBS work in promoting enterprise and
small businesses supports the Department’s target
to increase from 350,000 to 1.5 million the
number of UK SMEs wired up to the digital
market place by 20023.



Future targets and priorities

3.8. The work in promoting enterprise and small
businesses will support the Department’s PSA
targets for 2001-04 to:

■ improve UK competitiveness;

■ help build an enterprise society, improve the
overall productivity of small businesses and
encourage enterprise in disadvantaged
communities; and

■ make and keep the UK as the best place in the
world to trade electronically.

3.9. SBS Performance Indicators are to be covered in
the 2001-02 Business Plan and the targets for the
year will be placed in the House4.

Promoting an enterprise culture in

the UK

Enterprise Insight

3.10. A national campaign for enterprise – ‘Enterprise
Insight’ – was launched by the Prime Minister in
May 2000, and to which the Department is
contributing £150,000.The campaign has
recruited over 300 ‘Business Ambassadors’ to help
promote entrepreneurship among young people.
The Department supports this initiative which is
business-led in partnership with organisations
engaged in programmes and activities that

promote enterprise and entrepreneurship.
A web-site promoting the work of the campaign
has also been set up5.

Graduate Enterprise

3.11. As a follow up to the successful Youth Enterprise
Scheme, Graduate Enterprise aims to help develop
transferable skills and heighten commercial
awareness and understanding of business
development. It is two-thirds funded by the
Department and one-third by sponsors. Graduate
Enterprise has completed the second year of its
pilot, with the number of participating Higher
Education Institutions (HEIs) increasing from 17 in
the first year to 30.An independent report
concluded that it has been successful in meeting its
aims.The third year pilot will trial new methods of
running the programme and test alternative design
and management options.

The Ethnic Minority Business Forum

3.12. The Ethnic Minority Business Forum was
established by the Department in April 2000. It was
created to strengthen the Government’s dialogue
with the ethnic minority business community, to
identify issues of particular importance to the
ethnic minority business community and to advise
the Department and SBS on how to tailor policies
and support to help improve the competitiveness
of ethnic minority businesses. In the course of its
work, the Forum has met representatives of local
ethnic minority communities to find out more
about their business concerns. Four sub-groups
were established to look at procurement, access to
finance, business support and e-commerce.A fifth
sub-group, on regeneration, has been agreed.
The Forum aims to make recommendations to
Ministers in Summer 2001 on what the SBS and
the Department should be doing to help ethnic
minority firms in these areas.

The Global Entrepreneurship Monitor

3.13. The Department has helped fund the Global
Entrepreneurship Monitor survey.The 1999 survey
compared entrepreneurial activity of people in 10
countries (including G7 countries) and the 2000
survey will compare the results from 21 countries.
Additional questions have been added to the UK
survey to ascertain the public's attitudes to
entrepreneurship and consideration of starting a
business as a career option.
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Priorities for 2001-04

■ Continuing to develop the Business
Link National Information and Advice
Service.

■ Further increase the quality and focus
of business support services provided
by the new network of 45 Business Link
operators.

■ Further establishing the SBS as a
strong voice representing the interests
of small business.

■ Continuing to minimise the overall level
of regulatory burdens on small
businesses.

4 For SBS performance in 2000-01, see Chapter 16 – Performance
of the Redundancy Payments Service and Executive Agencies

5 www.enterpriseinsight.co.uk



Strengthening the European enterprise

culture 

3.14. There has been significant progress in economic
reform within the European Union as a result of
decisions taken at the Lisbon Council meeting in
March 2000.At Lisbon, the EU set itself the
strategic goal to become the most competitive
and dynamic knowledge-based economy in the
world within the next ten years.A key
development was the adoption in June 2000 of
the European Charter for Small Firms, which
commits the EU to respond specifically to the
needs of small businesses.

3.15. The UK is playing a leading role in the current
development of the 2001-2005 Multi Annual
Programme for Enterprise & Entrepreneurship
(MAP). MAP aims to promote entrepreneurship,
to encourage an enterprise-friendly regulatory
and business environment, to improve the
financial environment for SMEs, to enhance the
competitiveness of SMEs, and to improve
business support networks and services.As such,
MAP will provide the framework for the
development of enterprise-friendly policies in
Europe.

3.16. The Report on the implementation of the Action
Plan to promote entrepreneurship and
competitiveness (the BEST Report) was issued by
the European Commission in December 2000. It
provides a useful insight into areas where
Member States and the European Commission
are promoting entrepreneurship and
competitiveness, as well as highlighting areas
where future challenges may lie.

Improving the regulatory environment 

3.17. The SBS works closely with other Government
Departments to ensure that it is consulted at the
earliest stages of the policy making process for
legislation likely to impact on small firms. It
works alongside the Cabinet Office to enshrine
the ‘Think Small First’ principle through the new
Cabinet Office guide “Good Policy Making:
A Guide to Regulatory Impact Assessment”6.
The SBS Chief Executive is a member of the
Ministerial Panel for Regulatory Accountability,
which discusses proposals for new regulations.

3.18. The SBS also actively seeks business views on
emerging regulatory proposals, and there is two-
way communication on regulatory issues to
ensure that concerns are addressed.The SBS is
evaluating the effectiveness of Local Business
Partnerships in developing frameworks to enable
the business community, local authorities and
other regulators to work together to streamline
the regulatory process.A study to be carried out
early in 2001 is expected to suggest how an index
might be compiled on the administrative burdens
of regulation on business.

3.19. To help small businesses understand and comply
with regulations, the SBS has published two
summary guides on the main regulations affecting
small firms: Employing staff and Setting Up In
Business7.As a result of work between central and
local government, the SBS, together with the
Cabinet Office, promotes the adoption of the
‘Enforcement Concordat’, which sets out good
practice, principles and procedures for the
consistent enforcement of regulations in a way
that is fair, practical and emphasises prevention.
Most of the local authorities in England and
Wales, and all Scottish local authorities, have
signed up to the Concordat. Further information
on the Department’s activities on Employment
Relations is provided in Chapter 13.

Delivering business support services

Branding

3.20. Both the SBS as a corporate name and Business
Link as a customer-facing brand are being
retained.The SBS is seen as a corporate name for
its activities across Government and for its dealings
with other stakeholders and the media. Business
Link is seen as the brand for delivering services
directly to SMEs and providing information and
advice through the web and call centre.

Local delivery of Business Link services 

3.21. The SBS has established a new network of 45
Business Link operators from April 2001.This
results from a rigorous assessment process and has
introduced fresh private sector organisations into
the network.The new network will build upon
the strength of the best existing Business Link
partnerships and sharply improve the quality and
focus of business support services which Business
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Link operators will be contracted to supply.The
emphasis of the new network will be on quality
and coherence of delivery to the widest range of
local businesses including pre-start, start-up,
micro businesses, and to those areas which fall
within the social inclusion agenda.

3.22. The SBS has recruited nine regional managers
from the private sector who will have major roles
in coaching Business Link operators and
spreading good practice as well as monitoring
performance.A suite of nationally accredited
standards of professional competence for all those
delivering Business Link branded services
(business and specialist advisers, information
officers, etc.) is nearly complete.The SBS is also
developing a ‘Business School for Business
Support’ intended to ensure that all advisers and
staff in SBS engage in effective continuing
professional development.

3.23. The SBS has been working with the Ministry of
Agriculture, Fisheries and Food to provide
tailored business advice to farmers through
Business Link operators.The Farm Business
Advice Service was launched in October 2000
with a budget of £21 million, wholly
contributed by MAFF, and will run until 2004.

3.24. The Opportunity for all White Paper on enterprise,
skills and innovation announced that the SBS,
working through its Business Link network,
would ensure that particular attention would be
paid to assisting businesses with growth potential.
SBS will work with the Inland Revenue, Customs
& Excise and the Employment Service to target
businesses that are growing quickly. SBS will seek
to ensure that those businesses are encouraged to
make use of the Business Link network to access
high quality business support from both the public
and private sectors.

3.25. The SBS is working closely with colleagues in
the Department and elsewhere to meet the
objective for getting SMEs on-line8. Business
Link operators have responsibility for the national
on-line network for business advisers who
provide SMEs with impartial advice on the use
of Information and Communication Technologies
(ICT) and e-commerce.

The Business Link contact centre and website

3.26. The Business Link contact centre and website
will be made available to the small business
community in April 2001.There are four key
components:

■ The contact centre will provide a single point of
contact for small businesses to access business
advice and related information9.

■ The website will provide relevant information
in response to client enquiries of a business
and encourage them to seek face to face
consultations with their local Business Link
operator.A pilot website was introduced in
April 200010.

■ The knowledge base will be a shared repository
for the information and knowledge needed to
help the small business community.

■ The national client database will record details of
client interactions with the call centre.This
will be fundamental to achieving the objective
of providing a ‘listening and learning’ service
and help ensure that targets for customer
service are achieved.

Best practice services

3.27. The ‘best practice services’ are an integral part of
the CBI/DTI ‘Fit for the Future’ campaign.They
include:

■ CONNECT – a series of best practice
awareness CD ROMs that is designed to
encourage and stimulate SMEs to improve
their competitiveness;

■ The Benchmark Index – the largest service of
its type in the world – is the national
benchmarking service of the SBS and is aimed
primarily at SMEs; and

■ Inside UK Enterprise (IUKE) – offering
companies a programme of visits to exemplar
host companies so that they may experience at
first hand their implementation of particular
aspects of best practice.
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Other business support services

3.28. The National Business Debtline was launched in
July 2000 as a three year pilot project jointly
supported by SBS and seven High Street banks.
The service helps businesses with preparing a
budget, prioritising debts, and negotiating with
creditors as well as providing advice on court
procedures, bankruptcy12 and taxation.A self-help
pack is also available.

3.29. As part of the UK online for business
programme13, the SBS is delivering a range of
support to help small business take advantage of
the opportunities offered by new Information
and Communication Technologies and the
internet. UK online for business advisers,

Market penetration % Number of firms Total number of firms(a)

assisted by Business Link

0 employees (b) 0.3% 6,386 2,324,340 

1-9 employees 3.6% 41,641 1,165,450 

10-49 employees 18.5% 28,866 156,235 

50-249 employees 50.9% 12,322 24,185 

250+ employees 55.9% 3,763 6,735 

No Size Information N/A 9,570 

Total N/A 102,548 3,676,945 

previously part of the Information Society
Initiative, have been fully integrated as part of the
new Business Link network.The Local
Partnership Fund was set up by the Department
following the 1999 Competitiveness White Paper
and is helping to support locally based
collaborative and innovative projects.The aim is
to promote partnerships between local public
sector business support organisations and private
sector providers to encourage and assist SMEs in
adopting digital technologies for improved
business competitiveness. SBS is also increasing
the number of UK online for business advisers
and the level of service available as a result of
additional funding made available by the
Chancellor in Budget 2000.
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FIGURE 3.1: Business Link Market Penetration (October – December 2000)11
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(a) total number of businesses in each size band is taken from the Inter-
Departmental Business Register (IDBR) 1999.

b) Zero employee businesses are sole traders or partnerships with no other
employees.

11 Market penetration figures for October-December 2000 are
representative and are similar to the average for the last complete
financial year (1999-2000). 

12 See Chapter 10 – The Regulatory Framework
13 See Chapter 2– E Commerce, paragraph 2.13. 

%



Supporting skills development 

3.30. The Department works closely with the
Department for Education and Employment
(DfEE) and the SBS in developing programmes
to support skills development in the workforce,
especially in promoting management and e-
business skills.The joint publication by DTI and
DfEE of the White Paper Opportunity for all in a
world change cemented this approach to addressing
skills, enterprise and innovation.Activities in
2000-01 included the following.

■ The National Skills Task Force has published
Skills for All: Proposals for a National Skills
Agenda to help ensure that Britain has the skills
to sustain high levels of employment, compete
in the global marketplace and provide
opportunity for all.

■ The SBS is also working to raise the
importance of Basic Skills issues in the SME
workplace through the Business Link National
Information and Advice Service and through
the Workforce Development advice offered by
Business Link operators.

■ An Enterprise Guide14 has been published to
help teachers to teach enterprise and
entrepreneurial skills within existing subjects
and across the wider school curriculum.

■ The Department and DfEE have worked with
National Training Organisations and similar
organisations to produce ‘People Skills
Scoreboards’ for 20 sectors, including clothing,
textiles & footwear, multimedia, chemicals,
steel, arts & entertainment and sports &
recreation.The Scoreboard concept is being
further developed.

■ The Council for Excellence in Management
and Leadership, a private sector initiative
jointly sponsored by the Department and
DfEE, has established a working group to
examine the management development needs
of small firms and make recommendations for
improving provision. It will examine the roles
of education institutions, private sector training
providers and in-firm training, and how these
can be improved through new delivery

mechanisms.The working group will also
consider how to promote best practice in
management development to SMEs.The
Council is expected to issue its first report on
these areas in April 2001 and its
recommendations will influence the way in
which the Learning and Skills Council and the
SBS address these important issues.

■ The Department is working with The
University for Industry to develop a small
business simulation tool, which will enable
start-ups and SMEs to practice strategic
planning and management in a ‘safe
environment’.

■ The Department is working to stimulate
debate about the future of corporate learning.
A major contribution was made to the
emerging debate through the publication of
The Future of Corporate Learning in May 2000.

Social inclusion

The Phoenix Fund

3.31. The Phoenix Fund is a £100 million fund to
tackle social exclusion by encouraging
entrepreneurship in disadvantaged areas and
groups under-represented in business ownership.
It includes:

■ a Development Fund to promote innovative
ways of supporting enterprise in disadvantaged
communities and under-represented groups;

■ a Challenge Fund and Loan Guarantees to
help resource local Community Finance
Initiatives; and

■ a national network of volunteer mentors to
pre- and early stage business start-ups.

3.32. The Development Fund supports innovative
approaches to addressing social exclusion by
promoting enterprise.The Fund’s initial budget
was £12.6 million over three years from 2000 to
2003 with further funding due to be allocated
from the overall Phoenix Fund budget.The first
bidding round closed in October 2000. Fifty
projects were approved at a total cost of 
£15 million.
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3.33. The Community Finance Initiative (CFI) elements
of the Fund initially amount to £10 million over 3
years, with further funding due to be allocated
from the Phoenix Fund budget It comprises a
Challenge Fund to help resource CFIs and Loan
Guarantees to encourage commercial and
charitable lending to CFIs. In the first Round of
CFI funding announced in January 2001, 15 bids
were successful amounting to £5.4 million.

3.34. £1.5 million has been made available from the
Phoenix Fund to pilot a national network of
volunteer mentors - the Business Volunteer
Mentoring Association initiative - which runs
until March 2002.The initiative is being run by
the National Federation of Enterprise Agencies
(NFEA) for delivery through local enterprise
agencies and other local partnerships. It is based
on a core of volunteers – up to 1,000 – drawn
from all sections of the business community, who
provide mentoring advice aimed at pre and early
start-up businesses and micro businesses,
including those in disadvantaged areas and ethnic
and minority groups.

3.35. A pilot programme, the Business Buddies scheme,
was announced in the Opportunity for all White
Paper.The pilot between SBS and BAE Systems
will identify senior executives and high fliers
within BAE to act as mentors/coaches to growth
orientated SMEs. Matches will be arranged
through Business Link operators.The programme
will start with about 12 participants and, if
successful, will be extended to other larger
companies and more growth orientated SMEs.

Social investment

3.36. The Social Investment Taskforce15 report,
Enterprising Communities:Wealth beyond Welfare
(October 2000) included a recommendation for a
tax credit scheme for individuals and companies
investing in Community Development Financial
Institutions to encourage private investment in
under-invested communities.The SBS is actively
involved in consultation with HM Treasury and
Inland Revenue to address this issue.The report
also included a recommendation for a proposed
Community Development Venture Fund – a
matched funding partnership between
Government, venture capital industry,
entrepreneurs, institutional investors and banks.

The SBS is working with HM Treasury and
other bodies to develop proposals following the
£10 million which was announced for this
activity in Summer 2000.

3.37. The Opportunity for all White Paper announced
the creation of the Business Incubation Fund, in
partnership with other providers of finance, to
ensure that new incubators are created,
workspace premises are refurbished and
infrastructure and relevant support services are
installed.The £75 million Loan Fund will be set
up in 2001-02 and will run through to 2004-05.
The bidding process will be managed by the
Regional Development Agencies (RDAs) on
behalf of the SBS. Bids for loans will only be
considered, in the majority of cases, where the
SBS would not be the majority partner but
would make up the shortfall towards a viable
project. SBS would particularly encourage
refurbishment and infrastructure projects and
facilities being developed in areas of urban
regeneration and communities where start-up
rates have traditionally been low.

Increasing the availability of finance 

3.38. The Government is taking action to help
improve availability of equity capital for small
businesses, particularly in the range £100,000 -
£500,000 (the equity gap) where the amounts
are too small to be of interest to most venture
capital organisations.Action to deal with the
equity gap will help to increase the number of
successful high growth business start-ups (see
paragraph 3.6 above).

The Enterprise Fund

3.39. The Enterprise Fund is a partnership with the
private sector to: deliver and develop the Small
Firms Loan Guarantee Scheme; establish
regional venture capital funds throughout
England providing small-scale equity for growth
SMEs; and establish a national ‘Fund of Funds’
investing in existing venture capital funds for
early stage, high technology firms in the UK.
The Chancellor announced additional funding
in Budget 2000, consequently the Enterprise
Fund is on track to be worth over £300 million
over the period 1999-04, increased from £180
million for the period 1999-02 reported in 2000.
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3.40. The Small Firms Loan Guarantee Scheme
provides guarantees allowing banks and other
financial institutions to lend to businesses with
viable business proposals where a lack of assets
prevents them obtaining conventional finance.
The Scheme is currently the largest single part of
the Enterprise Fund and will continue to be
developed in line with the Fund’s overall aim of
providing flexible financial support for SMEs
with growth potential.

3.41. Regional Venture Capital Funds are expected to
attract up to £250 million from the private sector
whose participation will also bring their local and
regional knowledge to enable more cost effective
investments.These Funds will also increase the
proportion of venture capital going into small
businesses with growth potential. Funds will
begin investing once a final decision on state aid
has been received from the European
Commission.

3.42. A ‘Fund of Funds’ manager was appointed in
November 1999 to lead the fund raising activity
and manage the UK High Technology Fund,
which will invest in existing UK high technology
venture capital funds.The Fund closed in February
2001.A total fund target of £125 million, including
Government investment of £20 million, has been
achieved and the Fund is making investments in
high technology venture capital funds.

3.43. The SBS is working with Regional Development
Agencies (RDAs) and others to identify ways of
increasing SMEs’ understanding of venture capital
and providing them with specialist advice in
structuring business plans to secure this type of
investment.

3.44. The SBS is providing pump-priming funding of
£700,000 over three years for the National
Business Angel Network (NBAN) and the
Business Angels Network Association (BANA).
This support is in partnership with a number of

Trade and Industry 2001 3: The Small Business Service and Enterprise

54

Many businesses have found there are competitive advantages from being more socially
responsible, for example improved staff motivation and reputation with customers. In March
2000 Dr Howells was appointed as Minister for Corporate Social Responsibility to help make
the business case for CSR and to improve co-ordination of activity across Whitehall to promote
CSR. The Department encourages spread of best practice through support for the Business
Impact Task Force’s guide Winning with Integrity16 as well as by supporting Business in the
Community's Examples of Excellence Awards for businesses engaged in community
partnerships. An Interdepartmental Group has been established to improve co-ordination of
activity to promote CSR across Whitehall, and CSR is a key part of the Department’s
Sustainable Development Strategy. 

■ In Bringing Britain Together, the Cabinet Office Social Exclusion Unit announced 18 Policy
Action Teams to report on specific issues that contribute to social inclusion. The Small
Business Service is pursuing a number of recommendations from, mainly, the third report
Enterprise and Social Exclusion. 

■ The Small Business Service has established the Phoenix Fund to encourage
entrepreneurship as a means of tackling social exclusion (described in this chapter). 

■ Revision and implementation of the OECD guidelines for Multinational Enterprise, providing
a framework of good conduct for companies in their overseas operations (see Chapter 8,
paragraph 8.32).

■ The Government has launched a Fuel Poverty Strategy with a target of lifting 1 million
households out of fuel poverty by 2004 (see Chapter 9, paragraph 9.13).

■ The Department sponsors a project, Innovation through Partnerships, analysing how
businesses and communities can become more innovative through work on community
projects. 

Cross-cutting theme: corporate social responsibility

(CSR) and social inclusion

16 Available at www.business-impact.org



clearing banks and other sponsoring
organisations. The aim is for NBAN and BANA
to bring the informal investment market to full
operation in order for business angels to become
a mainstream source of finance for SMEs.

3.45. One of the recommendations from the
Cruickshank review of “Competition in UK
Banking”, published in March 2000, was that
greater effort should be made to improve access
to risk capital for smaller growing businesses.
The Small Business Investment Taskforce was
formed in October 2000 to work, in association
with the RDAs and others, towards the creation
of a £1 billion target umbrella fund made up of
UK Government, European and private co-
investment in a range of funds to develop the
market in venture capital.This Task Force will
advise the SBS across the board on SME finance
issues and determine how best to stimulate the
operation of markets providing finance for SMEs.
Responsibility for these activities are under the
leadership of Adrian Piper, recruited from the
Bank of England as head of the SBS Investment
Directorate.

Early growth funding

3.46. A new programme for Early Growth Funding,
announced in the Opportunity for all White Paper,
is being developed in consultation with
commercial lenders to encourage risk funding of
start-ups and growing businesses. Funding will be
stimulated through new guarantee or co-funding
mechanisms to facilitate the availability of small
amounts of risk capital for innovative and
knowledge intensive businesses, as well as for
smaller manufacturers needing fresh investment
to pursue new opportunities. SBS will target
businesses seeking to raise up to £50,000 and
aims to help 1,000 businesses, committing up to
£50 million for the period 2001-04.

3.47. The SBS will be inviting proposals for initiatives
aimed at helping small businesses to better
understand external finance and to become more
‘investment ready’. If more small businesses are to
take advantage of new funding opportunities,
they need to decide what type of investment to
seek and how to present their proposals to
potential investors.A variety of organisations,
including Business Link operators, will be
encouraged to come up with innovative
proposals.
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1998-99 1999-2000 2000-01

Outturn Outturn Working

Provision

Loans Guaranteed 4482 4279 4512

Value (£ million) 188.8 206 195.9

Average size loan (£) 42124 48142 43418

Demands against guarantee 2042 1818 1770

Value (£ million) 43.14 38.95 41.09

Average default (£) 21126 21424 23215

Receipts (£ million) 9.15 9.01 9.11

Net cost (£ million) 33.99 29.94 31.98

Provision (£ million) 92.02 86.58 87.83

FIGURE 3.2: Small Firms Loan Guarantee Scheme



Smart

3.48. The Smart scheme provides grants to help
individuals and SMEs to make better use of
technology and to develop technologically
innovative products and processes. In 2000 the
Smart scheme became more flexible, and available
to even more small businesses. In particular, the
competitive requirement for research and
development proposals was removed and
applications for support may now be made at any
time.The year also saw the commencement of an
independent evaluation of Smart which is
expected to be completed by April 2001.The
Opportunity for all White Paper announced a new
approach to attract experienced business talent to
the UK by piloting a scheme to encourage
British entrepreneurs abroad to set up companies
in the UK to pursue innovative business
proposals.The scheme will involve adapting the
current Smart scheme so that applications for
awards can be made from overseas before the
entrepreneur physically moves to the UK.

Small Business Research Initiative

3.49.The Small Business Research Initiative will be
launched in April 2001 and is designed to
increase the success of smaller businesses in
obtaining contracts from Government bodies to
conduct research and development.The
Government departments involved – DfEE,
DETR, DoH, DfID, DTI, MAFF and MoD –
will aim to buy at least 2.5% of their R&D
requirements from smaller businesses.The
Research Councils will move to meet the same
targets.The target is for £50 million worth of
Government research to be bought from smaller
businesses, with a view to strengthening those
whose business is based upon providing R&D by
increasing the size of the market, encouraging

other smaller businesses to increase their R&D
capabilities and capacity to exploit the new market
opportunities for starting new technology-based or
knowledge-based businesses.

Transfer of technology and knowledge

TCS

3.50. The SBS leads the Government’s involvement in
TCS17 (formerly the Teaching Company Scheme)
on behalf of DTI, two other Government
Departments, the three Devolved Administrations
and five Research Councils.TCS involves high
quality graduates, supported by academics and
company personnel, implanting new knowledge
into companies, typically over a two-year period.
The Scheme produces significant benefits for
business, knowledge base organisations and
graduates (who also receive business-related
training).Around 90% of TCS Programmes involve
SMEs.The Quinquennial review of TCS will start
in 2001-02.

3.51. The 1998 White Paper Building the Knowledge Driven
Economy committed the Department to double its
spend on TCS and this will be achieved by 2003-04.
About 1,000 individual TCS Programmes are due to
be in place by the end of 2001.

The Shell Technology Enterprise Programme

(STEP)

3.52. SBS supports STEP, one of Shell International's
Community Programmes in the UK. It enables
pre-final year undergraduates to undertake an
eight week technology or knowledge transfer
project in a an SME.The Department's
contribution of £200,000 per year helps to place
about 18% of the annual total of 1,300 STEP
students, and contributes to administrative costs.
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1999-00 2000-01 2001-02 2002-03

Outturn Working Plans Plan

Provision

26.5 35.9 28.0 28.0

FIGURE 3.3: Smart Expenditure in England (£ million)a

a Demand for Smart was lower than anticipated in 1999-00 and 2000-01.
Consequently, outturns were below original budgets and the budget for
2001-02 has been revised.  

17 Further information is available on the TCS website,
www.TCSonline.org.uk
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1997-98 1998-99 1999-00 2000-01 2001-02

Estimate Planned

No. of Current TCS Programmes 661 654 703 850 1,000

No of TCS Programmes with some DTI funding 415 398 463 530 630

% of approved TCS Programmes with DTI funding involving SMEs 90 92 90 90 90

DTI spend on TCS (£ million) 10.8 10.5 10.5 13.8 16.3

Total Government spend on TCS (£ million) 18 18 21.3 23.2 24.2

FIGURE 3.4: TCS Performance & Expenditure

1999-00 2000-01 2001-02 2002-03 2003-04

Outturn Working Plans Plans Plans

Provision

Small Business Service (and corresponding earlier activity) 194.1 311.5 336.9 368.3 341.3

of which:

Pump-priming grants to BLs 1.1 0.4 0 0 0

Local Competitiveness budget (a) 118.4 0 0 0 0

Local network (b) 0 136.7 143.7 143.7 131.7

Farm Business Advice Service 0 8.5 5.3 5.3 2.8

Business Link contact centre and website 0 26.9 16.0 10.0 8.0

Phoenix Fund 0 12.3 14.6 35.0 36.0

TCS (DTI spend) 10.5 13.8 16.3 18.8 18.8

Enterprise Fund (including SFLGS net) and Smart 58.5 91.9 120.0 120.0 113.2

Other support (c) 5.6 21.0 21.0 35.5 30.8

FIGURE 3.5: Expenditure on small firms and enterprise (£ million) 

Main estimate 2001-02: Request for Resource 1 Functions A, K (Enterprise for All), L and U (Promotion of

enterprise, innovation and productivity.

Note the figures show the position as at the end of the respective financial year.

(a) Includes expenditure on Core Services funding, Business Link Head
Office support, Regional Supply Network, CWPII, Local Competitive
Challenge, Centres of Expertise, Marketing & Publicity, and the Small
Business Service and start-ups. 

(b) Includes Core Services funding, Transition costs, Rover Task Force
activities and Local Network Development.

(c) Includes Small Firms miscellaneous, High Growth start-ups, UK online
for business , Regional Supply Chain development, Management Best
Practice, Service development, Regulatory support, Marketing, Design &
Publicity, Research & Evaluation and Policy development. 



Introduction

4.1. Innovation, defined as ‘the successful exploitation
of new ideas’, is an essential ingredient in
developing and maintaining a successful
knowledge driven economy.The UK has many
world class innovative companies, but still lacks a
truly innovative culture right across the breadth
of industry.The Department in conjunction with
DFEE has published its Opportunity for all White
Paper setting out policies and actions to improve
knowledge and skills as a key driver of
competitiveness.

4.2. The Department supports a wide range of
activities at both a national and regional level,
aimed at encouraging an environment in which
industry makes better use of innovation to create
competitive advantage and at maintaining the
UK’s position as a key player in European and
global innovation. Many of these activities are
targeted at specific industry sectors or supply
chains and are closely linked with the activities to
promote the exploitation and application of
science described in Chapter 7.The Department’s
work to support the information and
communications sectors is described in Chapter 2
– E-Commerce. Some of the programmes
mentioned further in the chapter are directed
specifically at small businesses and complement
the work of the Small Business Service
mentioned in Chapter 3.

Performance in 2000-01

■ Introduction
■ Performance in 2000-01
■ Future targets and priorities
■ Building sectoral capabilities
■ Technical, legal and design infrastructure for innovation
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Highlights of 2000-01

■ Launch of the largest ever LINK
programme - a £15 million LINK
Applied Genomics programme
supporting collaborative research
between industry and the research
base to assist healthcare companies to
benefit from advances such as the
Human Genome Project

■ Nissan’s decision to make both the new
Micra and the new Primera models at
Sunderland, with a £440 million
investment safeguarding 4000 jobs
there.

■ Investment of up to £250 million in the
T900 and T600 engines with Rolls-
Royce for the A380 (formerly A3XX)
and B747X respectively, sustaining over
7000 jobs in Rolls-Royce and supply
chains.

■ Publication of the Opportunity for All
White Paper setting out an active
industrial policy with a focus on skills,
technology and regional growth.

■ Investment of £3 million to promote
British creativity and innovation at
home and abroad using Millennium
products.

4 Innovation
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4.3. The Department has a joint PSA target with HM
Treasury to put in place policies to narrow the
productivity gap relative to other industrialised
countries over the cycle (PSA Target 1).A wide
range of policies to narrow the productivity gap
and increase UK competitiveness were put in
place by the 1998 Competitiveness White Paper,
the 2000 Science and Innovation White Paper,
the 2001 Opportunity for all White Paper and in
successive Budgets.

4.4. Data from the Office of National Statistics show
that UK productivity growth has picked up since
1999: whole economy productivity growth was
2.6 per cent in the year to the third quarter of
2000 (compared with 1.6 per cent over the same
period a year earlier).The latest available data
show that, between 1997 and 1999, the UK
productivity gap with most of the other group of
five leading industrial countries changed little.
However, very strong US performance has meant
that the gap with the US has widened.

4.5. DTI has set a target to secure improvements in
performance against a set of competitiveness
indicators (PSA Target 2).The first set of
Competitiveness Indicators was published in
December 1999 and the second in February
2001. Improvements in competitiveness will take
time to have an effect and in the short run
changes in the indicators may reflect cyclical or
temporary effects rather than underlying
structural changes. However, the second edition
of the Indicators provides a summary of the main
messages to emerge in terms of the overall
assessment of competitiveness.

4.6. The assessment shows that in many respects the
UK is succeeding in creating a platform for faster
growth and increased productivity. In particular,
the prospects for economic stability have
improved, the UK has an economy which is
open to international trade and investment, a
labour market which is functioning well and UK

businesses are investing strongly in Information
and Communication Technologies. However, the
assessment also draws attention to those areas
where the UK still lags behind its main
competitors, for example in basic and
intermediate vocational skills, R&D and
innovation, enterprise and investment.

4.7. DTI work on innovation and best practice also
supports the 2001-02 target to increase by 50%
the number of companies that were spun out by
universities during 1997-98 (PSA Target 6)1.

Future targets and priorities

4.8. The Spending Review 2000 set a target to
narrow the productivity gap with the US, France,
Germany and Japan over the cycle. In particular,
the Department will seek to achieve a step
change in UK business innovation2. Further

1 Progress against this target is reported in Chapter 7 – 
The Exploitation and Application of Science.

2 The impact will be assessed using the regular EU Community
Innovation Survey.

Priorities for 2001-04

■ Launch of £25 million programme on
basic technologies to enable business
to commercialise key new capabilities.

■ Launch the £25 million Harnessing
Genomics programme to help industry
apply this research in a whole range of
new commercial products, processes
and services.

■ Establish a new Manufacturing
Advisory Service in partnership with
the RDAs.

■ Encourage adoption of domestic and
business best practice e.g. through a
new inward secondments programme
to bring overseas technology experts to
work with UK companies.

■ Agreement on arrangements for a
Community Patent by the end of 2001.

■ UK to become a leading player in new
markets and renewable energy for
innovative green technologies including
waste minimistration, refuse recycling
and renewable energy, supported by
e.g. the new Waste and Resources
Action Programme and a major new UK
solar photovoltaic demonstration
programme.

■ Publication of the DTI Sustainable
Development Strategy to ensure
enterprise, innovation and increased
productivity contribute to sustainable
development.
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2001-02 2002-03 2003-04

Plans Plans Plans

Industrial Exploitation of Science 58.3 71.2 87.8

Support for Competitiveness 87.3 81.4 74.4

Space 90.0 90.0 90.0

Technical & Design Infrastructure 76.4 76.3 69.1

Expert Advice and other expenditure. 3.8 2.7 2.7

TOTAL 315.8 321.6 324.0

FIGURE 4.1: Innovation Expenditure – 2001-02 to 2003-04*

*These figures include spend from programmes included in Chapters 2, 3 and 7.

priority areas are described in the following
sections of this chapter.

Building sectoral capabilities

4.9. In pursuit of its PSA target to improve UK
productivity and competitiveness, the
Department:

■ maintains a close dialogue with the key sectors
of UK industry, to ensure that the needs and
concerns of industry are properly taken into
account in policy-making across Government
and that industry in turn is aware of the
Government’s policy objectives;

■ supports innovation by industry through
contributing towards the cost of programmes
involving collaborative R&D, the spread of
innovative good practice and skills, and the
adoption of environmentally sustainable
products and processes; and

■ maintains a technical, legal and design
infrastructure – including the National
Measurement System, support for the setting of
technical standards, the Patent Office, the
Design Council – which underpins business
confidence in innovation and ensures a strong

UK influence in international decisions
affecting UK competitiveness.

4.10. Budgetary responsibility for the Smart
programme, hitherto dealt with as part of the
Innovation Budget, has been transferred to the
Chief Executive of the Small Business Service
and is covered in Chapter 3; the Civil Aircraft
Research and Technology Demonstration
(CARAD) programmes previously dealt with as a
separate free-standing budget will be dealt with
as part of the new Industrial Exploitation of
Science budget.

4.11. Planned future expenditure on innovation
including industry innovation, aeronautics, space
and energy R&D but not launch investment (see
figure 4.2) is set out in the following table 4.1,
and is covered in more detail in the table at the
end of the chapter. Firms are encouraged to
innovate through the industrial exploitation of
science and support is provided for
competitiveness through the adoption of new
technologies and best practice as well as 
e-business.Technical and design infrastructure is
supported in particular by technical standards, the
National Measurement System and the system for
Intellectual Property Rights.
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Developing the dialogue with industry

4.12. The Department continues to deepen its
understanding of what industry needs in order to
improve its competitiveness. It does so in a
number of ways.

■ Face-to-face discussions with individual
companies and trade associations.The
Communications and Information Industries
Directorate, for example, spent 11 staff years
visiting companies in this rapidly changing
sector, plus a further 14 staff years on other
interaction with those companies, including
through Trade Bodies.

■ Inward secondments from industry. The
Department has 31 secondees in its Future and
Innovation Unit, working on promoting
innovation and the development of future
thinking and scenario planning, and a further
10 in its Business Competitiveness Group,
mainly engaged in the preparation and
implementation of innovation programmes.
There are also a number of generally shorter
term secondees from industry in British Trade
International.

■ Consultancy studies analysing the
competitiveness of the main UK industrial
sectors and sub-sectors.The Department 
aims to complete a fresh round of studies by
March 2002.

4.13. This work is supplemented by more formal
consultation with industry on particular
regulatory and legislative proposals, and by 
day-to-day dialogue with trade associations. In
addition, the Department collects and publishes
more fundamental and wide-ranging analyses.
For example:

■ The Government’s Foresight Programme, run
within the Office of Science and Technology,
provides longer term forward scenarios of up
to 20 years or more in a number of key
economic and social areas.These are intended
to challenge the planning of industry as well as
the policy-making of Government.The
scenarios are drawn up by panels comprising
private sector representatives, academics and
officials from the DTI and other Departments.

■ In collaboration with private sector partners
ICL,Trimension and STI, the Department
launched future.focus@dti in November 2000,
a state-of-the-art virtual reality centre designed
to help understanding of the future challenges
posed by the new economy.

4.14. The Department continues to publish the R&D
and Capex Scoreboards, which this year
examined the links between R&D/Capex and
company performance.The scoreboards are a
valuable data source, allowing companies and
their shareholders to benchmark their own
investments with the best in the world and to
help them decide whether they are investing the
right amount as part of their business strategy.
The publications in 2000 highlighted, among
other things, the positive link between R&D (and
Capex) investment and company performance.

4.15. In the Opportunity for all White Paper, the
Department announced its intention to set up
cross-functional teams with a broad membership
from Government and the private sector, to
ensure that the DTI works effectively across
Government to create the right conditions for
the growth industries of the future.These teams
will identify and tackle barriers to growth and
target practical and measurable improvements in
performance against international competitors.

Financial support for innovation

4.16. The Department focuses effort and resource
particularly on those new technology sectors
where the UK has particular strengths and 
pre-eminence, such as information and
communications, biotechnology, aerospace and
space. But the Department also works closely
with other key sectors such as cars, chemicals,
textiles, shipbuilding and engineering where the
application of new technologies and practices can
make a difference to UK competitiveness.The
Opportunity for all White Paper announced the
investment of £25 million over three years for a
series of new activities and projects to ensure that
business can commercialise key technologies such
as quantum computing, sensors and
nanotechnology, complementing Research
Council activity in this area.The programme will
encourage commercialisation as a basis for major
new industries of the future.
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4.17. In addition, support is offered more generally
across industry under a number of cross-cutting
themes and programmes, such as environmental
sustainability and skills development.The
Department is to establish a new Manufacturing
Advisory Service in partnership with the
Regional Development Agencies, with a centre of
manufacturing excellence delivering practical
support and information in each region and a
national network accessible to large and small
companies.The following paragraphs give fuller
information on the Department’s other sectoral
and cross-sectoral work:

Biotechnology

4.18. The UK has the leading biotechnology sector in
Europe, with around 300 dedicated
biotechnology companies, which employ an
estimated 16,000 people.The potential for the
growing biotechnology industry is enormous; the
market in Europe is expected to be worth 100
Billion Euro by 2005.The Department promotes
increased competitiveness of the sector through a
range of activities. Over the period 2000-01 these
included:

■ Launch of the £15 million LINK Applied
Genomics programme3, sponsored by DTI,
BBSRC and MRC, to support collaborative
research between industry and the research
base with applications in the health care sector.

■ Announcement of six awards, worth £1.1
million, under the Biotechnology Exploitation
Platform Challenge.The Challenge has already
helped to create over 30 new start-up
companies, and generated some 85 new patents
in the biosciences.

■ Approval of four projects, worth £1 million,
under the final round of the Biotechnology
Mentoring and Incubator Challenge, which
has helped create at least 26 new start-up
companies since its launch.

■ Announcement of a LINK Bioremediation
Programme to promote biotechnology for
environmental clean-up. DTI has committed
£2 million to this programme which is being
taken forward with other Government
sponsors including the Research Councils.

■ Support of five demonstrator projects under
the BIO-WISE programme, which is designed
to encourage the wider uptake of
biotechnology in a range of manufacturing and
service sectors.

4.19. Future priorities will be taken forward under the
major Harnessing Genomics programme which
was announced in the recent White Paper on
Enterprise, Skills and Innovation. Key elements of
this programme will include:

■ stimulation of industrially relevant R&D and
enabling technologies relevant to genomics;

■ measures to develop biomanufacturing
capability in the UK;

■ promotion of mentoring and incubation
support for new companies; and 

■ encouragement of entrepreneurial skills in the
sector.

Aerospace and defence

4.20. The aeronautics industry is largely dependent on
technological competence for its competitiveness.
To support such technical developments the
Department provides specific support to the
aerospace industry through Launch Investment
(which generates a positive cash flow to the
Government) and CARAD which supports pre-
competitive, collaborative, long-term research and
technology demonstration across a range of
aircraft technologies.

4.21. Other Government support during 2000-01
included:

■ Facilitating the restructuring within the
European aerospace and defence sector, to
strengthen UK companies’ global
competitiveness. Major developments included
the merger between GKN Westland
Helicopters and Agusta of Italy in February
2001, the acquisition of Racal by Thompson
CSF, and expansion of British companies in the
US through acquisitions.

3 The LINK programme is described in Chapter 7 – The Exploitation
and Application of Science.
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■ Agreement with Rolls-Royce on launch
investment, up to £250 million on a repayable
basis at a real rate of return, to assist in the
integrated engine development of the Trent
900 for the A380 and Trent 600 for the Boeing
747X/767X aircraft.The Airbus A380 (formerly
the A3XX) very large aircraft project was
formally launched on 19 December 2000 with
orders for 50 aircraft and options for a further
42 from six customers. (See figure 4.2).

■ A number of projects are being supported
under the More Electric Engine and Wing
Systems Initiative, part of the CARAD
programme, to research and demonstrate
technologies that will eventually replace
hydraulic and pneumatic systems.This
programme will help keep the UK at the
cutting edge of aircraft systems technologies
and in prime position to supply European and
USA aircraft manufacturers.

Space

4.22. In recent years the Department has contributed
around £75 million per annum in the form of
contributions to the European Space Agency
(ESA) and spent a further £15 million per
annum directly on national programmes. Funding
is channelled through the British National Space
Centre (BNSC), a partnership of nine

Government organisations including the
Department.The Trade and Industry Committee
published a report on UK space policy in July
2000.The Government’s response, including an
undertaking to review the organisational
structure and funding of the BNSC partnership
was issued in October 2000.

4.23. Current policy is governed by the UK Space
Strategy 1999-2002, published in August 1999,
which set five principal objectives:

■ to help industry maximise profitable business
opportunities in the development and
exploitation of space systems which improve
the quality of life and enhance choice for
consumers;

■ to foster the development of innovative
technology, its commercial exploitation and its
application in research;

■ to pursue the highest quality astronomy and
space science;

■ to improve our understanding of the Earth’s
environment and natural resources; and

■ to communicate the results and their
significance to a broad audience.

Launch investment Levies received Firm orders outstanding 

committed/paid Estimate (aircraft/engines)

(£ million) (£ million)

A320 family of aircraft 249.3 485.9 1285

A330/340 family of aircraft 447.1 284.9 241

RB211 aeroengines 439.4 277.2 110

V2500 aeroengines 60 29.6 794

EH101 helicopter 60 Not yet due 15*

Lear 45 executive jet 17.7 Not yet due 52

Trent aeroengines 200 7.7 426

A380 (formerly the A3XX) 530 Not yet due 60**

Trent 600 and 900 250 Not yet due 240**

FIGURE 4.2: Launch investment levies received and orders outstanding

*  Excludes UK and Italian military order
**  Commitments to firm order excluding options / spares
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4.24. BNSC support has been a catalyst for co-funded
user-led programmes: for example, since 1997-98
BNSC funding of £1.5 million has unlocked
£4.3 million of private sector funding on the
Earth Observation Applications Demonstration
Programme.

4.25. Activities over 2000-01 include:

■ In April 2000, in collaboration with The
Sunday Times, BNSC distributed 1.5 million
copies of a CD-ROM Window on the UK and
received over 10,000 e-mail requests for further
information.A similar event, covering the solar
system and the universe, is planned for 2001.

■ A second round of a £9 million national
SATCOM programme, S@TCOM, was
launched in February 2001.The programme is
part of the increased emphasis being given to
the use of satellites for communication
purposes and its main drivers are seen as
multimedia/e-commerce and advanced mobile
system developments.

■ The Minister for Science and Innovation
announced the successful applications under
the MOSAIC programme at Farnborough in
July 2000.With funding of £15 million over
the three years 2000-01 to 2003-04, the
programme aims to offer partnerships a way of
demonstrating the UK’s world leading
capability in small satellites with a view to
exploiting it scientifically and commercially.

Automotive 

4.26. The car industry underwent significant
restructuring during 2000-01.

■ Major company reorganisations affecting UK
operations, and setting new competitiveness
challenges. BMW sold Rover to the Phoenix
Consortium and Land Rover to Ford. Ford
decided to cease Fiesta production at
Dagenham in 2002, but to enhance the role of
that plant as its sole global manufacturing
source for diesel engines.

■ GM Europe decided to close the Vauxhall car
plant at Luton with the end of  Vectra
production in 2002 but to invest £130 million
to make the new Vivaro van at the IBC plant
(also in Luton).

■ On 5th February 2001 Vauxhall announced
plans to locate Epsilon (the new Vectra model)
production at the Ellesmere Port plant, with a
£200 million investment.

■ Nissan announced in January 2001 that the
next generation Micra (due for launch in
2002/2003) will be produced at their UK
Sunderland plant.

■ The formal decision to fund jointly with
industry the pilot phase of the Retail Forum
from January 2001, to encourage improvements
in competitiveness in the supply chain from
automobile manufacturers to the consumer.

4.27. There was also considerable work in response to
regulatory activity.This included work on the
publication of the Competition Commission’s
report into new car prices (April 2000) and the
subsequent tabling in August of the Supply of
New Cars Order.The Department has been
working closely with industry on the planned
reform of the Block Exemption system, the
European legislation which underpins the
selective and exclusive distribution of motor cars
which is due for renewal in September 20025.
The European Commission’s End of Life Vehicles
Directive was published with the focus now
shifting to national implementation.Also the
Cleaner Vehicles Task Force published its final
report and supporting documents on alternative
fuels, technology and testing and vehicle
manufacture and disposal.

4.28. The Department worked intensively with the
industry in spreading best practice. It worked
with the Society of Motor Manufacturers &
Traders’ Industry Forum on areas such as
improving the efficiency of supply chains.The
Forum maintained its complement of UK
automotive engineers at 32 and completed over
350 activities involving more than 430
companies. Foresight Vehicle held a national
dissemination event for delegates from around the

5 Further details can be found in paragraph [8.17] of Chapter 8 – Open
Markets.
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world, carried out two expert study missions to
Japan, enlarged its network to 400 organisations
and increased the value of its project portfolio to
nearly £80 million.

4.29. Challenges for 2001-02 onwards include:

■ promoting the Total Package Programme
and its support mechanisms to deliver UK
automotive suppliers into priority global
markets, and thereby encourage even SMEs to
treat globalisation as an opportunity and not
just a threat.

■ continuing to work with suppliers within
Industry Forum and Foresight Vehicle to
promote innovation, particularly in the areas of
new product and process development and
introduction.

■ establishing the Automotive College to
deliver sustainable learning and skills
improvement for world class competitiveness,
particularly to tier 2 and 3 companies.

■ establishing a Retail Forum involving both
manufacturers and retailers in the automotive
industry to deliver leading class standards of
customer satisfaction through process
improvement and training and development
programmes.

Chemicals

4.30. The chemicals industry is one of the primary
manufacturing sectors in the UK, with a turnover
of around £55 billion a year.The industry is
undergoing radical restructuring through

divestment and acquisition, which has prompted
a review of the Department’s analysis and
strategies towards the sector. In 2000-01 this has
resulted in the development of a learning and
skills strategy; the establishment of a forum to
drive forward a competitiveness strategy for the
plastics and rubber sectors; the development of
chemical industry cluster initiatives in several
parts of the country and the initiation of a
strategy to support new inward investment from
North America.

4.31. The Department has also contributed around
£4.6 million in 2000-01 to a number of
programmes designed to improve competitiveness,
including the establishment of an Industry Forum
for the chemicals sector to help improve process
efficiency and support for Faraday Partnerships in
formulation technology and plastics. Future
priorities will include the development of a
chemicals e-commerce programme and a new
£3 million ‘Manufacturing Molecules’
programme to help reduce the time taken to
develop and make complex molecules.

Shipbuilding

4.32. For many years the Department has supported
shipbuilding through the Shipbuilding
Intervention Fund and the Home Shipbuilding
Credit Guarantee Scheme.As part of the work of
the Shipbuilding Forum, DTI announced
funding of £2.8 million towards a LINK
shipbuilding research project.This initiative is
aimed at significantly enhancing the
competitiveness of the shipbuilding sector as it
moves from dependence on subsidies.

1999-00 2000-01 2001-02 2002-03 2003-04

Outturn Working Plans Plans Plans

Provision

Shipbuilding Intervention Fund 4.2 8.5* 6.3 5.3 0.6

Home Shipbuilding Credit Guarantee Scheme -0.9 -0.2 0.3 0.3 0.4

FIGURE 4.3: Expenditure on shipbuilding (£ million)

* The working provision for 2000-01 was set higher than the 1999-00 outturn on the basis of initial indications of increased orders resulting from the
termination of the Scheme. In the event, spending on these orders is occurring later than initially assumed with the result that the outturn for 2000-01 is
currently forecast to be similar to 1999-00.
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4.33. Shipbuilding Intervention Aid ended across the
EU on 31 December 2000, although sums under
proposals before that date will continue to be
paid. (See Figure 4.3).

Textiles and clothing

4.34. An industry-led Group published the report, A
National Strategy for the UK Textile and Clothing
Industry, in June 2000.The Secretary of State for
Trade and Industry and the Employment and
Equal Opportunities Minister announced an
immediate 12 point plan designed to help
companies become more competitive, diversify
into higher value and growth areas, embrace
innovation, and strengthen their position in world
markets. New measures include:

■ a new supply chain initiative, now confirmed
as the Textiles and Clothing Industry Forum;
and

■ support for the development and exploitation
of technical textiles - over 20 separate projects
have now been approved6.

Engineering

4.35. The Department is working intensively with the
sector to improve product development,
competitiveness and growth, both in its use of
new manufacturing technology and also in the
spread of best practice.The value of DTI support
in 2000-01 is expected to be around £800,0007.
Activities in 2000-01 included:

■ a new programme to raise the standards of the
Heating,Ventilation,Air Conditioning and
Commercial Refrigeration sectors to world
class levels by 2005;

■ the launch of Com-Met 2005 in October
2000, a new supply chain initiative to boost the
competitiveness of the production machinery
and tooling sector to world class levels by
2005; and

■ extending the existing ‘ACTIVE’ supply chain
initiative in the engineering construction
sector with the aim of reducing the cost of
projects for the process sectors by 30%.

4.36. The Department also aims to help improve
perceptions of engineering in society at large
and, especially, among those who have yet to
make career choices. £6 million has been
committed over the next three years to ensure
that every child in the UK has the opportunity
to participate in an appropriate Science,
Technology, Engineering and Mathematics
(STEM) activity, linking schools to business and
the world of work.

Other sectors

4.37. The Department supports a wide range of
initiatives in other sectors including minerals
and metals.The 1998 Competitiveness White
Paper announced funding of £16 million for
Industry Forum initiatives to address skills
enhancements, adoption of new technologies
and supply chain efficiencies. So far £10.3
million has been committed as contributions to
projects with a total cost of £26 million.

4.38. The Department continues to work with the
CBI on two initiatives launched in 1998 to
spread best practice:

■ The Trade Association Forum, which is now
self-funding, encourages the development and
sharing of best practice among UK trade
associations. Its membership now stands at
290.

■ The Fit for the Future Campaign aims to
stimulate UK firms to adopt best practice
tools and techniques.The DTI is spending on
average £1.5 million per annum on this
Campaign over the period to March 2002.

4.39. To enhance innovation in more traditional
sectors, the Department is introducing a new
inward secondments programme to bring
overseas technology experts to work with UK
companies.

Environmental sustainability

4.40. The Department works closely with industry,
other Government Departments and
international organisations on environmental
issues, through dialogue on cost effective
implementation of regulations and through
financial support for programmes, designed to

6 Including one project to develop advanced fibre ropes for
tethering oil rigs and tankers, and another to aid the development
of a luxury wool lining with high flame retardancy.

7 This includes activities to support the Communications and
Information sectors, see Chapter 2 – E-Commerce.
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promote best practice, recycling, and the
development of new sustainable technologies and
products8.Work includes the following.

■ The Advisory Committee on Business and the
Environment (ACBE) represents a primary
forum for discussion between Government and
industry. During the year, it has continued to
help develop practical, market based approaches
to reduce greenhouse gas emissions and exploit
new business opportunities.

■ Envirowise, formerly the Environmental
Technology Best Practice Programme
(ETBPP), promotes better environmental
performance while increasing the
competitiveness of UK business. It has a goal of
stimulating savings for business of around £320
million per year by 2015. By the end of 2000,
annual savings in excess of £100 million were
being achieved. DTI and DETR Ministers have
agreed that the Programme will continue for a
further five years.

4.41. The Sustainable Technologies Initiative was
launched in November 2000 and will run for 5
years. It is supported by £10 million from DTI
and £5 million from EPSRC and aims to help
UK business meet the sustainability challenge. Its
objective is to get industry, in conjunction with
the science base, to develop and adopt new
technologies which are more sustainable and
which will contribute to sustainable development
and competitiveness.

4.42. The Call for Proposals for the DTI UK-wide
Recycling Programme in January 2000 attracted
250 applications and contracts for successful
bidders are being finalised.The International
Sustainable Development agenda in non-ferrous
metals sectors was driven forward following the
1999 DTI-hosted London workshop. It is
intended to continue this through to 2002.

Technical, legal and design

infrastructure for innovation 

Supporting technical standards

4.43. The Department supports technical standards
work as a vital contribution to improving UK
competitiveness and the dissemination of

innovation and best practice through the
economy.An EU review of standardisation policy,
culminating in the Council Resolution of 28
October 1999, paved the way for further
development of standardisation at the National,
European and International levels to meet the
needs of business for timely and market-relevant
standards.

4.44. The British Standards Institution (BSI), the
UK national standards body, which is
independent of Government, furthers the
interests of British business, including SMEs,
consumers and other contributors to standards
development; and helps ensure that consumers
are confident in the standards produced.The
Department also provides support for the United
Kingdom Accreditation Service (UKAS), the
sole national body recognised by Government to
accredit organisations which test, calibrate, inspect
and certify against standards.

The National Measurement System

4.45. The mission of DTI’s NMS Research Programme
is to meet the needs of users in industry and the
community by driving up measurement standards
whilst continuing to work at the leading edge of
measurement research.The National
Measurement System (NMS) has a critical role in
the UK’s national industrial competitiveness, and
measurement technology is an indispensable
component of a modern economy.The
Department maintains the NMS principally
through the National Physical Laboratory with
important roles played by LGC (formerly the
Laboratory of the Government Chemist), the
National Engineering Laboratory and by The
National Weights and Measures Laboratory9.
In 2001-02 the Department expects to spend
around £59 million on NMS programmes,
broadly the same as in previous years10.

4.46. A recent independent review11 concluded that
the NMS research programme directly affects
some 0.8% (£5 billion a year) of UK Gross
Domestic Product by supporting the introduction
of new measurement standards and methods.An
action plan is being implemented to improve the
value that investment in NMS delivers to the
economy.The principal features of the plan are
new programmes to meet the needs of emerging

8 See also the LINK Waste Minimalisation through Recycling, Re-use and
Recovery in Industry Programme, described in Chapter 9

9 NMWL’s performance targets and progress are set out in 
Chapter 16 – Performance of the Redundancy Payments 
Service and Executive Agencies.

10 This amount includes PFI charges which were previously not 
aggregated with NMS programme costs.

11 Review of the Rationale for and Economic Benefit of the UK National
Measurement System (Report by PA Consulting Group for the DTI,
November 1999.
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technologies like Biotechnology and Internet
Calibration; increasing the involvement of
industry and business (especially from new
technology areas) when NMS programmes are
being designed, increasing competition and
pursuing more partnerships with industry.

Materials metrology

4.47. The Department supports Materials Metrology
work consisting of a number of programmes of
research, development and dissemination, aimed
at improving the industrial use of materials.The
programmes contribute to the development of
measurement methods that are incorporated into
international and national standards.They are
expected to cost between £9 and £10 million
per annum for the next three years.

Design infrastructure

4.48. The Department supports the Design Council,
which works with partners in business, education
and government to promote design and design

management, with an annual grant-in-aid of
£6.4 million and special project funding of £3.0
million in 2000-01.

4.49. During the past year the Design Council:

■ developed the Millennium Products project
involving case studies of successful innovation
in order to spread good practice;

■ produced learning materials for use in support
of Design & Technology in the National
Curriculum;

■ worked with Tradepartners UK and the
British Council to promote British excellence
in design, innovation and creativity to overseas
markets; and

■ successfully mounted 2 national focus weeks
(Design in Business Week and Design in
Education Week) to increase awareness of

Cross-cutting theme: sustainable development

In October 2000 the Secretary of State set out a new green industrial policy to improve
resource productivity and help UK industry be an international front runner in green
technologies. DTI’s Sustainable Development Strategy sets out priorities for taking this agenda
forward and de-coupling economic growth from its unsustainable impacts on the environment
and people. 

■ The Utilities Act 2000 received Royal Assent – requiring the energy industry to contribute to
wider environmental and social issues (see Chapter 9).

■ Working with DETR, business and others to develop market based approaches to reduce
emissions of greenhouse gases: 

– setting up a business-led carbon trust to encourage development of low carbon
technologies and to provide energy saving measures for business;

– establishing a Climate Change Projects Office to promote and help UK business to exploit
significant new export opportunities; and

– setting up one of the first national greenhouse gas emissions trading schemes in the
world. See Chapter 9 – Energy.

■ Launching of the inter-disciplinary Tyndall Centre for Climate Change. See Chapter 6

■ Publishing Foresight panel reports addressing the future challenges and opportunities of
sustainable development. See Chapter 7.

■ Launch of the DETR/DTI Waste and Resources Action Programme in November 2000 to
develop markets and end uses for secondary raw materials building on the DTI Recycling
Programme. See Chapter 10.

■ Launch of the DTI/EPSRC Sustainable Technologies Initiative and extending Envirowise for a
further five years. See this chapter, 4.40-4.42.



4: Innovation  Trade and Industry 2001

69

design issues, in association with around 100
partner organisations.

Intellectual Property Rights

4.50. Intellectual Property Rights (IPRs) are central to
the knowledge economy.The Patent Office12

continues to develop a clear and effective
framework of IPR, domestically and at European
and international levels, helping to stimulate
innovation, to make British industry and
commerce more competitive and encouraging
national and international trade.

4.51. The Lisbon European Summit set a target for a
Community Patent by the end of 2001.The
Patent Office is pursuing this target and good
progress is also being made towards a
Community Design Regulation.These measures
will allow community-wide protection to be
obtained and enforced through single application
and court procedures.The provisions of the
Biotechnology Directive relating to the patenting
of gene-based inventions were implemented into
UK law in July 2000.The Patent Office is
consulting on whether change is needed on the
patentability of computer software and business
methods to ensure the strength of the UK’s e-
commerce sector.

4.52. The Patent Office is taking forward work to
simplify and reduce the costs of patent
procedures and in the UK; Patent Rules have
been amended to de-regulate patenting
procedures.The UK continues to seek reform of

the European Patent Organisation and has signed
an agreement to reduce the translation
requirements for European patents, saving British
industry £5 to 6.5 million per annum. In June
2000 the UK signed the international Patent Law
Treaty which seeks to simplify and harmonise
procedures for obtaining and maintaining patents
making it easier and cheaper to obtain patent
rights.

4.53. In the copyright area, common positions have
been reached on a Copyright Directive and a
Directive on Artists’ Re-sale Right, both of which
provide significant improvements for UK interests
over the original proposals.The UK has
implemented the Conditional Access Directive
strengthening the measures to deal with those
who trade in illegal smart cards for access to
satellite broadcasts.The Patent Office has also
consulted on improvements to several measures,
including penalties, to deal with intellectual
property crime. Consultations are also taking
place on a form of exception to copyright for the
benefit of visually-impaired people.

4.54. Priorities for the Patent Office for the future
include:

■ reviewing existing consultation processes and
exploring new ways to reach the widest
possible range of interests;

■ pressing ahead with work on the introduction
of an affordable Community patent;

1999-00 2000-01 2001-02

Actual Working Plans

Outturn Provision

Direct support for BSI:

Support for standards 0.8 0.8 1.0

Targeted funding 2.4 2.4 2.4

Other support for standards:

Assisted International Travel Scheme 2.0 2.1 1.9

Consultancy Drafting Scheme 0.4 0.7 0.7

Consumer Travel Expenses Fund* 0.1 0.1 0.1

Total 5.7 6.1 6.1

FIGURE 4.4: Support for standards work (£ million)

12 www.patent.org.uk

* Contributions towards the out-of-pocket expenses of consumer representatives attending standards-related meetings.
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1999-00 2000-01 2001-02 2002-03 2003-04

Outturn Working Plans Plans Plans

Provision

INNOVATION BUDGET (up to 31-03-2001)*
Of which:** 159.6 180.0 n/a n/a n/a

Knowledge Transfer and Collaboration** 32.7 47.2 n/a n/a n/a
Including: International Research & Development (1)

LINK (1)
Technology Transfer (2)

Innovation Promotion and Support** 56.1 66.8 n/a n/a n/a
Including: Biotechnology Means Business (2)

Design (4)
Environmental Technology (2)
Information Society Initiative (2)
E-Commerce (2)
Skills Support (2)
Innovation Climate***
SMART (now included in Chapter 3)
Sponsorship Support (2) 

Standards and National Measurement System** 60.4 61.7 n/a n/a n/a
Including: Infrastructure (4)

Standards (4)

Sector Challenge (5)** 10.4 4.3 n/a n/a n/a

CARAD (1) (up to 31-03-2001)** 20.0 20.0 n/a n/a n/a

SPACE (3) (up to 31-03-2001)** 88.2 90.0 n/a n/a n/a

TOTAL (of above) 267.8 290.0 n/a n/a n/a

*     The Innovation Budget is abolished as from 31 March 2001. 
**   Numbers in brackets indicate the new Innovation expenditure category in which the programme is placed.
*** From 1 April 2001 Innovation Unit funded direct.

FIGURE 4.5: Expenditure on innovation (£ million) 

Main Estimate 2001-02: Request for Resource 1 Functions A, B (Measures relating to individual industries and
related programmes), L, M (Measures relating to individual industries and related programmes), W (Grants in
Aid to Non-Departmental Public Bodies) and X (Loans to repayment from Trading Funds).
(Figures on Launch Investment are included in this table and are covered more specifically in Figure 4.2). 

■ pressing for an international treaty to
harmonise and deregulate the formal
requirements for the acquisition and
enforcement of patent rights; and 

■ working for early introduction of a world wide
system for electronic trading in IPR and
investing in IT to automate the UK IPR
system.
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1999-00 2000-01 2001-02 2002-03 2003-04

Outturn Working Plans Plans Plans

Provision

INNOVATION EXPENDITURE (from 01-04-2001)* n/a n/a 315.8 321.6 324.0

Of which:**

(1) Industrial Exploitation of Science n/a n/a 58.3 71.2 87.8
Includes: CARAD, International Research and Development and LINK 

(2) Support for Competitiveness n/a n/a 87.3 81.4 74.4
Includes: Technology Transfer, Biotechnology Means Business, 
Environmental Technology, Information Society Initiative, E-Commerce, 
Skills Support and Sponsorship Support

(3) Space n/a n/a 90.0 90.0 90.0

(4) Technical & Design Infrastructure n/a n/a 76.4 76.3 69.1
Includes: Materials Metrology, National Measurement System, 
Design and Standards

(5) Expert Advice and other expenditure n/a n/a 3.8 2.7 2.7
Includes: support for consumer safety and other government 
department’s Sector Challenge projects

AEROSPACE 

Total Paymentsa 72.6 57.7 137.4 141.4 266.4
Of which:

Airframes - - 133.2 137.2 262.2
Aeroengines 66.4 53.2 -b -b -
Other civil aircraft expenditure 6.2 4.5 4.2 4.2 4.2

Receipts**** -144.4 -120.2 -104.7 -104.7 -104.7

Of which:
Airframes -112.0 -100.0 -85.7 -86.7 -87.7
Aeroengines -32.4 -20.2 -19.0 -18.0 -17.0

a Current forecasts indicate that the actual level of expenditure in 2001-02 and subsequent years is likely to be higher.

b Funding for the Trent 600/900 aeroengine in 2001-02 and 2002-03 will be provided from underspends arising in previous years and
from central resources. Funding in 2003-04 will be reviewed along with all other aspects of the Department’s finances in the next
spending review.

****Receipts exclude levies allocated to the Consolidated Fund. If levies allocated to the Consolidated Fund are included, total
receipts for airframes and aeroengines are as follows:

1999-00 2000-01 2001-02 2002-03 2003-04

Total receipts (£ million) -201.0 -136.1 -119.0 -119.5 -119.7

FIGURE 4.5: Expenditure on innovation (£ million) cont.
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Introduction

5.1. The Government is committed to making the
UK a competitive, enterprising and genuinely
inclusive economy.The Department aims to
promote enterprise, innovation and increased
productivity in all regions (the devolved
administrations are responsible for certain of
these policies in Scotland,Wales and Northern
Ireland).

Performance in 2000-01

5.2. To provide a better picture of how different
regions in the UK compare with each other, the
Department has published 13 Regional
Competitiveness Indicators biannually since July
19971.These cover output, employment, skills,
infrastructure, transport and commercial property
for the nine English administrative regions
covered by the GOs, plus Scotland,Wales and
Northern Ireland.

5.3. The Department’s work in the regions also
contributes to achieving the Department’s PSA
target for the UK to become and stay the best
place in the world to trade electronically2.

■ Introduction
■ Performance in 2000-01
■ Future targets and priorities
■ Providing local service
■ Supporting regional competitiveness
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Highlights of 2000-01

■ Introduction of the new Innovative
Clusters Fund in April 2000, Agreement
of the new Structural Funds Objective 2
map on 30 March 2000 and
implementation of the new
programmes.

■ The new Assisted Areas map was
implemented in July 2000 together with
the refocused Regional Selective
Assistance (RSA) scheme.

■ A new regional policy was announced
in the Government’s White Paper,
Opportunity for all in a world of
change.

1 Available from the Government Statistical Service. 2 Progress towards this target is reported in Chapter 2 - E-Commerce.

Future targets and priorities

5.4. Together with DETR, the Department has a PSA
target for 2001-04 to improve the economic
performance of all regions measured by the trend
in growth of each region’s GDP per capita.A
wide range of the Department’s activities and
programmes contribute to the achievement of
this target but specifically the Department will
aim to:

5 The Regions



■ use Regional Selective Assistance (RSA) and
Enterprise Grants (EG) to lever in over £3.75
billion of capital investment and
create/safeguard over 75,000 jobs by 2008;

■ with other Departments, agree a business plan
with each Regional Development Agency
(RDA), covering each year from 2001-02,
establishing the outputs which RDAs should
aim to achieve with their budgets, including
over £150 million for the period 2001-04
from the Regional Innovation Fund; and

■ stimulate the establishment of at least one risk
capital fund in each of the English regions by
2003-043.

■ support manufacturing industry through a new
Manufacturing Advisory Service to be
established in partnership with the Regional
Development Agencies and the Small Business
Service4.

5.5. The Government’s White Paper Opportunity for
all in a world of change on enterprise, skills and
innovation unveiled its active industrial policy to

help people and businesses in all regions prosper
in our fast changing world. It set out the
Government’s next steps for improving economic
performance in the regions, closing the skills gap,
supporting industry through restructuring and
nurturing new industries as they develop.The
measures include:

■ a major new drive to create hubs for growth in
the regions based on imaginative new
partnerships between universities, colleges and
businesses. World class University Innovation
Centres will be established in England;

■ a new £75 million incubator fund to support
start-ups and growth businesses;

■ special support to manufacturing industry
through a new Manufacturing Advisory
Service;

■ strategies for success to be developed by the
RDAs;

■ a boost for R&D in the regions; and

■ support for clusters.

Providing local services

5.6. The Department works through a variety of
regional organisations including the network of
nine integrated Government Offices (GOs) for
the English regions and the new Regional
Development Agencies (RDAs).The Small
Business Service also works with RDAs to ensure
local business support reflects national, regional
and local priorities, and further information
about this is provided in Chapter 3.

5.7. Implementation of the PIU report will continue
to broaden the role of the GOs, impact on their
relationship with the Whitehall parent
Departments, and improve co-ordination in
Whitehall between different Government
Departments which have a regional or local
impact (e.g. MAFF and Health).
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Priorities for 2001-04

■ The development by the RDAs of
strategies for success to encourage
growth and higher productivity in the
regions.

■ Establishment of a new Regional
Innovation Fund for the RDAs; linked
with the Innovative Clusters Fund this
will provide £50 million a year to the
RDAs for 3 years.

■ Implementation of the agreed plans for
expenditure under the Single
Programming Documents (SPDs).
Establishing agreed business plans with
the RDAs and putting in place
arrangements for giving them greater
budgetary flexibility from 2002-03.

■ Greater proportion of grant assistance
to be offered to projects providing
higher quality jobs/higher added value.

■ Improved speed of delivery for grant
cases.  

3 See ‘Availability of Finance’ section in Chapter 3 – the Small Business
Service and Enterprise.

4 See Chapter 4 – Innovation.

5 The CO PIU Report Reaching Out, was published on 
16 February 2000.



Regional Development Agencies (RDAs)

5.8. Eight RDAs became fully operational on 1 April
1999.The RDA for London (the London
Development Agency) was established in July
2000, as part of the new Greater London
Authority.

5.9. Each RDA has a statutory duty to produce an
economic strategy for its region following
widespread consultation exercises.The
fundamental purpose of each RDA’s regional
strategy is to improve economic performance and
enhance the region’s competitiveness, addressing
market failures which prevent sustainable
economic development, regeneration and
business growth.The strategies set out ways of
supporting and enhancing the themes set out in
the 1998 Competitiveness White Paper.They
include proposals for regional activity to support
business clusters and networks, to promote
enterprise and growth SMEs, develop business-
university links, and promote e-commerce. DTI
is working closely with RDAs to help them
implement these strategies.

Government Offices

5.10. The GOs provide a regional network for many
Central Government Departments: principally
DETR, DfEE, DTI, Home Office and DCMS.
Others are looking to work within and through
the GOs as a result of the PIU report Reaching
Out5.The GOs, together with regional partners,
are responsible for helping to implement the

regional economic strategies, for the
administration of the RSA and EG Schemes in
England, for support of the delivery of many
export services and for implementing most of the
EU Structural Fund Programmes in England.

Supporting regional competitiveness

5.11. The Department helps all regions to compete
successfully and to maximise their contribution
to the UK economy and employment. This is
done by responding flexibly to the needs of
different regions and areas of special difficulty.
In particular, financial assistance, in the form of
Regional Selective Assistance (RSA) (for projects
with capital expenditure above £500,000),
Enterprise Grant (EG) (for projects up to
£500,000), Regional Innovation Funding
(incorporating the Competitiveness Development
and Innovative Clusters Funds) and the European
Structural Funds, are used to improve regional
competitiveness, to encourage economic growth
and help attract inward investment.

5.12. The new Assisted Areas Map for the UK was
agreed by the European Commission in July
2000, based on the Government’s proposals that
were published for consultation on 10 April 2000.
The new map is designed to run to December
2006 and sets out those areas of Great Britain
where regional aid may be granted under Articles
87(3)(a) and (c) of the EC treaty.
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DTI Funding For Development Agencies 2000-01 2001-02

(RDAs and LDA) Estimated Plans

Outturn

Inward Investment 12.51 n/a6

Regional Supply Network ( RSOs hosted by RDAs) 2.64 3.15

Competitiveness Development Fund* 10.00 4.00

Innovative Clusters Fund* 15.00 35.00

Regional Innovation Fund* 0.00 15.00

Transfer of staff from GOs (PES transfer to DETR) 1.20 1.20

Total 41.35 58.35

FIGURE 5.1: DTI Funding for Regional Development Agencies

* The Competitiveness Development Fund and Innovative Cluster Fund will be subsumed into the Regional Innovation Fund, see paragraph 5.18.
6 From 2001-02 INUK is part of the BTI Vote. INUK allocations to RDAs  will be included in the BTI Annual Report. See Chapter 13.
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Regional Selective Assistance 

5.13. Regional Selective Assistance (RSA) is the main
instrument of the Department’s regional industrial
policy.The Scheme is discretionary and is available
to domestic and international  firms to help with
the investment costs of projects with capital
expenditure above £500,000 in the Assisted Areas.
Traditionally, the scheme has pursued three
complementary goals: to create and safeguard jobs;
to attract and retain internationally mobile
investment; and to contribute to improving the
competitiveness of disadvantaged areas.

5.14. In line with the new measures announced in the
1998 Competitiveness White Paper to improve the
competitiveness of the regions, RSA has been
refocused more on high quality, knowledge based
projects which provide skilled jobs.There is no
absolute way of measuring quality and RSA
appraisal teams will continue to consider a wide
range of factors. Some key features, however, in
addition to the existing criteria, will be:

■ the level of wages and salaries, as compared to
the average for the sector and the region;

■ whether the project is creating high skilled,
sustainable employment;

■ the content of R&D (does the business invest in
R&D for continuous product development
and/or innovative processes?); and

■ training and development (is there high quality
training for staff, including the provision of skills
beyond job requirements?).

5.15. Projects receiving RSA offers in the English
Regions during the year, which illustrate the new
approach include:

■ Pfizer Ltd: £5 million RSA towards a £134
million investment in a new Pharmaceutical
Sciences Centre for developmental research that
will create 400 high quality jobs in Sandwich,
East Kent.

■ JDS Uniphase: £5.7 million RSA towards a £30
million investment to manufacture advanced
products for the new telecommunications sector
which will create 1052 jobs in Plymouth,
Devon.

■ Marconi: £25 million RSA towards a £168
million investment to build a state-of-the-art
R&D and sales & marketing facility creating
2200 jobs in Ansty,West Midlands.

■ Atmel: £27.8 million RSA towards a £524
million investment to establish a large scale
semiconductor wafer fabrication facility in
North Tyneside creating 1650 jobs.
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FIGURE 5.2: Expected RSA expenditure by region for 2000-01



Enterprise Grant 

5.16. The Enterprise Grant (EG) Scheme provides
grants to growth SMEs investing in the EG areas
of the English regions. Companies investing up
to £500,000 capital expenditure may apply for a
one-off grant worth up to 15% of the fixed
capital costs of a project up to maximum of
£75,000. EG is administered by Government
Offices, with advice from RDAs as to priorities.
The Enterprise Grant areas map will be reviewed
in 2001.

Regional Innovation Funding

5.17. DTI has established a Competitiveness
Development Fund (CDF), providing £10
million over three years (1999-2002) for RDAs to
address the priorities they identify for improving
competitiveness in their region. Support from this
fund was also made available to the London
Development Partnership to promote
competitiveness in London, pending the
establishment of the London Development
Agency (in July 2000). Examples of the projects
supported by the fund in 2000-01 include the
following.

■ South West of England Regional Development
Agency (SWERDA):The RDA has identified
key actions to develop the region’s priority
sectors and improve business competitiveness.
The CDF programme is being used by the
RDA to focus on sector development and
innovation. It will support activities in key
sectors identified in SWERDA’s regional
economic strategy, building on a development
programme begun in the previous financial
year, and to support the South West Innovation
Relay Centre.

■ East Midlands Development Agency (EMDA):
The RDA is supporting work to develop a
regional strategy and plan to bed Information
and Communications Technology (ICT) in the
East Midlands Region.The project seeks to
attain a step change in the awareness and
behaviour towards, and uses of, ICT in the
region.A specific project – Rutland On Line –
is already being progressed by the RDA.

5.18. A new Innovative Clusters Fund (ICF) worth
£50 million over two years to provide support
for business clusters and incubators in the English
regions was announced in the 2000 Budget.
RDAs are in the process of taking forward
projects included in their business plans for using
the fund.This fund, along with the CDF, will be
subsumed in a new Regional Innovation Fund
(RIF) which will provide funding worth £50
million a year starting from 2001-02.The RDAs
will deliver this activity against agreed business
plans which form an integral part of the funding
flexibility they were given in July 2000.

5.19. Examples of the projects supported by the ICF in
2000-01 include:

■ One North East:Advance Centre of
Excellence for Nanotechnology. Support for a
major flagship project for the region which
seeks to establish an internationally recognised
centre of R&D excellence and technology spin
out in micro and nano technologies.

■ North West Development Agency: Business
incubation programme. Development and
implementation of a regional plan to increase
adoption of the business incubation model
successfully implemented by local universities
and an incubation partnership.

Structural funds

5.20. The Department is responsible for co-ordinating
UK policy on the European Structural Funds
which support regional competitiveness, training,
economic development and innovation
particularly in areas of high unemployment. In
addition to its co-ordinating role, the Department
is responsible for overseeing the implementation
of measures for business development, transfer of
technology, and research and development in
Structural Fund operations in England.

5.21. The allocation to the UK from the Structural
Funds during the period 1994-99 was
approximately £9 billion, at current prices.The
Structural Funds comprise the European
Regional Development Fund (ERDF) which
accounts for about half the allocation, the
European Social Fund (ESF), the European
Agricultural Guidance and Guarantee Fund
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(EAGGF) Guidance Section, and the Financial
Instrument for Fisheries Guidance. DTI ERDF
provision for the next three years is set out in
Figure 5.3. Structural Funds are mostly managed
through Single Programming Documents (SPDs)
approved by the Commission.These comprise a
plan prepared by the regional partners to address
the problems in their regions and set out the
specific measures which need to be taken.They
include an annual breakdown of the Funds and
other financial resources necessary to undertake
the programme.

5.22. The Department aims to continue to achieve
better value for money in the UK by
encouraging the further development of local
partnerships, including the active involvement of
the private sector, so that Structural Funds
projects are integrated into local strategies. Since
1995 over £1 billion of private sector money has
directly contributed to the eligible costs of
projects awarded ERDF grant within the UK
(some 14% of the total value of these projects).

5.23. For the period from 2000 to 2006 the United
Kingdom has structural funds allocations of
e16.6 billion (approximately £10.7 billion).This
comprises funding for:

■ Objective 1 areas of Northern Ireland and the
Highlands & Islands area of Scotland, on a
transitional basis from 2000-2005;

■ continuing Objective 1 status for Merseyside in
England; and

■ three new Objective 1 areas,West Wales & the
Valleys, South Yorkshire and Cornwall from
2000-2006.

5.24. In addition, other areas will receive new
Objective 2 funding from 2000-2006 and there is
transitional support from 2000-2005 for areas
which no longer qualify for Objective 2 or 5b
status. Community Initiatives, which are
Commission objective-based programmes
implemented on a national basis, have also been
reformed and there will be only four initiatives in
the new programming period – LEADER PLUS,
INTERREG III, URBAN II and EQUAL.
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FIGURE 5.3: ERDF PES Provision. DTI Funding (£ million)
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Assistance in coal closure areas

5.25. In Autumn 2000, DTI Ministers participated in a
series of coalfields conferences together with
colleagues from DETR, DfEE and DCMS.These
highlighted the range of activities Government is
undertaking in these areas, including the role of
RDAs and the Small Business Service in coalfield
regeneration.The DTI is committed to the Coal
Authority’s programme of treating and preventing
significant water pollution from abandoned coal
mines (working with the Environment Agency).
The Department also has a large programme of
payments to former British Coal employees in
respect of liabilities arising from pre-privatisation
mining activities (see Chapter 13).

5.26. The DTI continues to promote business
involvement in local partnerships in all coalfield
areas.The proposals for Assisted Areas and
Enterprise Grant areas took particular account of
the needs of coalfield communities, and ensured
that all ex-coalfield areas identified by the
Coalfields Task Force were covered by at least
one of the proposals.

Regional Supply Offices 

5.27. The Regional Supply Offices (RSOs), many of
which are based at RDAs, support inward
investment and regional competitiveness through
the development of supply chains on behalf of
major purchasing firms. During their six years of
operation to March 2000 the RSOs sourced some
£300 million of business. RSOs concentrate their
efforts on strategic sourcing in sectors with
particular potential for increased competitiveness
of companies in their regions.The RSOs operate
on a networked basis to develop supply chains
across the English regions.They support the
RDAs in helping to deliver their regional

strategies, including cluster development, and
from April 2001 will integrate their work fully
into the operation of the RDAs.

Invest UK (INUK)

5.28. InvestUK (INUK – formerly Invest in Britain
Bureau) is now under the umbrella of British
Trade International, alongside Trade Partners UK.
INUK works with Regional Development
Agencies in England, as well as national agencies
in Scotland,Wales and Northern Ireland, to
secure projects. Further information about INUK
is provided in Chapter 13 – British Trade
International.

Trade Partners UK (TPUK): New Regional

Structure

5.29. At regional level in England,Trade Partners UK
(see chapter 13 – British Trade International) has
appointed an International Trade Director (ITD)
to head the Trade Partners UK regional team in
each of the nine English regions.The 9 ITDs
were recruited through open competition, the
majority coming from the private sector. Each
ITD now has a full-time  Deputy and between
three and five other staff. The Deputy and staff
come from the Government Offices in the
Regions, but the whole team is funded by British
Trade International and accountable to the Chief
Executive of British Trade International through
the Director Regional Group.The team will in
most cases be co-located with the Regional
Development Agency to reinforce the close links
between Trade Partners UK and the Regional
Development Agencies, with the International
Trade Directors playing a major role in the
development of the regional international trade
strategies.
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RSOs expenditure and performance 1998-99 1999-00

Outturn Estimate

Outturn

Grant 2.11 2.25

Value of business won 76.54 80.59

FIGURE 5.4: Expenditure and performance of Regional Supply Offices (£ million)
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1999-00 2000-01 2001-02 2002-03 2003-04

Outturn Working Plans Plans Plans

Provision

Enterprise Grant 0.0 9.0 17.0 17.3 17.5

Regional Selective Assistance 56.8 99.0 113.0 114.7 116.5

Competitiveness Development Fund* 2.1 10.07 4.0 4.0 4.0

Innovative Clusters Fund* 0.0 15.0 35.0 0.0 0.0

Regional Innovation Fund* 0.0 0.0 15.0 50.0 50.0

ERDF expenditure8 135.6 137.0 226.5 220.0 165.0

Regional Supply Network 2.1 2.6 3.1 3.1 3.1

FIGURE 5.5: Expenditure on regional development (£ million)

Request for Resources 1 Functions A, G (European Regional Development Fund and other Community

programmes (including Leader Network Project)), H (European Regional Development Fund (non-

discretionary)), L, R (European Regional Development Fund and other Community programmes (including

Leader Network Project)), S (European Regional Development Fund (non-discretionary)), U, Y (European

Regional Development Fund and other Community receipts (including Leader Network Project)), and Z

(European Community Programmes Receipts).

* The Competitiveness Development Fund and Innovation Cluster Fund will be subsumed into the Regional Innovation Fund, see para 5.18.
7 Includes funding to the North Staffordshire and Rover Task Forces. It does not include £8m EYF drawn down in the Spring Supplementaries for transfer

to DETR in connection with the Rover Task Force
8 ERDF Agency payments are recorded on the DETR Vote.


