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ABPOINTMENTS IN CONFIDENCE

MR WRIGHT

Advisory Council for Applied Research
and Development (ACARD)

The Prime Minister has seen 8ir Hobert
Armsrrong's minute of 11 December, reference
AO6901.

She has asked whether it is really
necessary © suggest to Dr. Spinks that he
saoould resign the Chairmanship of ACARD at
this stage. She realises the problems that
his illness has caused, bgt she feels it
would be heartless to ask him to resign.
She would much prefer to leave things as
they are.

14 December 1981
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Advisory Council for Applied Research and Development (ACARD)

In my minute ofw?z(September (Ref. A05591) I told you that the Chairman
of ACARD, Dr Alfred Spinks, was mortally ill, and would not be akhle to resume
his duties; and that for the time being Sir Henry Chilver, the Deputy Chairman
of ACARD, would act as Chairman. We have now completed the review of
ACARD's usefulness, and you have agreed that it should continue in being, e
have the report of the House of Lords Sub-Committee of the Committee on
Science and Technology. They recommend that ACARD should continye; indeed,
they would like it to evolve into a Council for Science and Technology, They
have not recommended - as some thought they might - that ACARD should have
a Ministerial Chairman; they propose an independent part-time Chairman,

k. Dr Nicholson, the Chief Scientist (CPRS), thinks that the time has come
to recognise that the present situation is unsatisfactory, and to move to 4 definite
appointment of a new Chairman in place of Dr Spinks. Mr Ibbs, who is an old

friend and colleague of Dr Spinks, has volunteered to undertake the difficult ta sk

of suggesting to Dr Spinks that he should resign the Chairmanship of ACARD on
the grounds of ill health. Sir Henry Chilver undoubtedly has what it takes to be
‘_._'__________-—'—-___-_'___-'

Chairman of ACARD; and, if the Government decided to accept the House of

Lords Sub-Comittee's recommendation that ACARD should evolve into a Counci]
for Science and Technology with an independent part-time Chairman, he would be
a perfectly appropriate Chairman for that.

3 We, therefore, recommend that Mr Ibbs should now be askeq to SEgabot
to Dr Spinks that he should resign the Chairmanship of ACARD, ang that we
should appoint Sir Henry Chilver as Chairman for a period of two Years from

1 January 1982 to 31 December 1983,

ROBERT ARMSTRONG

11 December 1981
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10 DOWNING STREET

From the Private Secretary

MR WRIGHT

Advisory Council for Applied Research and Development

The Prime Minister was grateful for Sir Robert Armstrong's
minute of 22 October (Ref. AO5770). She agrees that ACARD
should continue in being. She notes that any suggestions for
increasing the effectiveness of ACARD, including those of the
relevant Lords Sub-committee, will be taken into account.

, However, the Prime Minister sees no need for another
reyew in two years' time to confirm that there is still a
need for such a body and that it is operating effectively.

I am copying this minute to Jeremy Colman (Sir Ian

Bancroft's Office) and Gerry Spence (Central Policy Review
Staff).

26 October 1981




Ref: A05770

PRIME MINISTER

s ]
Advisory Council for Applied Research and Development (ACARD}

In my minute of 21st September I told you that the review of the future of
ACARD which you asked us to carry out in the autumn of this year was in hand
and that I was likely to recommend that ACARD was a2 useful body and should
continue.

e The review has now beencompleted and a reportis attached. Al] the
Departments concerned with the work of ACARD (Industry, Education and
Science, Energy, Environment and Defence) and the CPRS endorse the view that

a body such as ACARD is needed and that it operates cheaply and effectively,

We have a number of ideas for further improving its effectiveness, for example

by broadening the membership to include technologists holding executive

———
positions in industry in addition to directors of research. The success of
A

ACARD undoubtedly depends very much on its chairman and on the officia]
——

support we provide. As I said in my minute of 21lst September we believe that

the acting Chairman, Sir Henry Chilver, would be a worthy successor to

D

Dr. Spinks, and that the new Chief Scientist in the CPRS will be well qualified to

stimulate and steer the work of ACARD into fruitful areas.

3. As it happens, a Sub-Committee of the House of Lords Select Committee
on Science and Technology will be reporting towards the end of the year on the
subject of Science and Government. We have reason to expect that the Sub-

Committee will support the activities of ACARD and endorse the need for such a

“
body. It is possible that they might favour some merger between ACARD ang o

Advisory Board for the Research Councils (ABRC). All Departments agree
—— 2
however, with the recommendation in the penultimate paragraph of oy Renoit
that the ABRC, which has the task of advising on the allocation of resources to
the research councils and on pure research matters, should be kept separate
from ACARD and that effective liaison should be maintained by the existing
arrangements for overlapping membership, It does not seem worthwhile tq

delay completion of the review until the Sub=committee have reported; we gh 14
- ou,

) [
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keep uncertainty and delay to a minimum, if we want ACARD to continue
effectively, and we need to go ahead as soon as possible with the recruitment of

new members,

4, I therefore recommend that ACARD should continue, but that there should
h—_—.

be another review in two years' time to confirm that there is still a need for such
a body and that it is operating effectively. Meanwhile we shall take account of any
suggestions which may emerge for increasing further the effectiveness of ACARD
including any relevant recommendations from the Lords Subecommittee,

5. Iam sending copies of this minute to Sir Ian Bancroft and to Mr. Ibbs,

Robert Armstrong

22nd October 1981
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REVIEW OF THE ADVISORY COUNCIL FOR APPLIED RESEARCH AND DEVELOPMENT

GENERAL BACKGROUND

ACARD was established in 1976 and met for the first time in January 1977. The
decision to set up the Céu.ncil was announced in a memorandum (No 25) to the Select
Committee on Science and Technology (Science Sub=Committee) by the then lord Privy
Seal. The then Government had concluded that, among improvements in the .co~ordination
of policies towards science and technology there should be a forum of external advice
to central Government on applied R and.D and technology, playing a similar role to
that being undertaken in the field of scientific research and training by the
Advisory Board for the Research Councils (ABRC). Unlike the ABRC, ACARD was to
concentrate mainly on the industrial application of science and technology rather than
on pure science. It was also to take into account private sector R and D as well as
that financed by Government and the Council's membership was to be drawn largely from

people with experience relevant to the development of technology and industry.

2. When the current administration came into office in 1979 the Prime Minister
agreed, following a review by Sir Leo Pliatzky, that ACARD should continue in
existence for another two years and should then be reviewed. The Prime Minister
asked Sir Robert Armstrong to report on ACARD's performance in the autumn of 1981.
At the same time Dr Spinks was appointed as the new Chairman. Tt was decided not
to appoint a Ministerial Chairman (the Prime Minister had not given any other
Minister a co-ordinating role in scientific matters parallel to that of the Lord
Privy Seal in the previous administration.

3. Notes giving current membership, terms of reference and a list of publisheq
reports to date are attached (Annexes 1 and 2). The Head and Chief Scientist of the
Central Policy Review Staff act as assessors to the Council as do Chief Scientists
of the Departments of Energy, Industry, the Environment and the Ministry of Defence.
The Chief Scientists attend the Council's meetings. The Council's Secretariat

(two Principal Scientific Officers) is provided by the Cabinet Office.

4. The full Council meets half a day four times a year, but much of its work is
carried out in small working groups. The membership of such groups is drawn partly

from the Council and partly from non-members who can make a special contribution to
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the subject under review. Typically & working group meets monthly for six to twelve
monthe and will seek both written and oral evidence to aid its enquiry. The subjects
for working group investigations have until recently been chosen by the Council jtself
although the most recent report ("Exploiting Invention") was requested by the Prime
Minister. ACARD reports are submitted to the Prime Minister with a request for

permission to publish. This has never been refused.

COSTS

5. The costs of ACARD are met from Cabinet Office vote. ACARD members are unpaig
but their expenses are reimbursed. In 1980/81 these amounted, for Council ang
Working Group members, to about £3,000. The cost of supporting staff (1% Principal
Scientific Officers, 1/101.]1 Assistant Secretary and CPRS support of 1/51:h Under
Secretary and 1/3rd Adviser) in the same year and also borne on Cabinet Office vote,
amounted to about £63,000.

REVIEW

6. The activities of ACARD have been reviewed in accordance with the standard analysi
proposed by the Civil Service Department for the review of advisory bodies and there
has been consultation with the Departmentsmainly concerned with ACARD's work (Industr_y,
Education and Science, Energy, Environment and Defence). The conclusions are

summarised in the following paragraphs.

Is there a continuing need for outside advice in the field of applied R & D?

7. ACARD provides a forum for discussion of applied R and D and technology by those
in industry concerned directly with their application and Chief Scientists concerned
with Departmental R and D policies. ACARD has concentrated on advising the
Goverrnment on new and developing technologies (eg microelectronics, biotechnology,
inflrmation technology) and broader subjects (eg innovation and technological change)
which cut across Departmental boundaries and are of relevance to many industrial
sectors. ACARD thus provides part of the machinery for co—ordinating the Beparate

R and D activities and policies of Departments and relating these to the needs of
industry. For the future ACARD proposes to strengthen its relationship with
Departments by entering into a dialogue with them on policy and priorities for R ang
D and technology, and intends to develop closer links with industry. At the same

time it will continue to carry out in depth studies of new or developing technologies
and broader studies on the impact of technology and technological policy. The need for

RESTRICTED
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outside advice in this area has, if anything, increased since the last review, with
the growing public awareness that the United Kingdom's future economic Success depends
on moving ideas swiftly and effectively from the laboratory to the market place.

Is there a need to maintain a special formal body for this purpose or could the need
be met equally well by informal, ad hoc methods?

8. Advice could be taken from those in industry and elsewhere on an ad hoc basis but
it is not clear that this would be any cheaper (see para 5) or more effective than the
current arrangemenis. There is an additional advantage in having a publicly visible
body providing advice to Government on science and technology and involving people
from outside Government. This is particularly important with a decentraliseq system
of support for R and D. ACARD has become increasingly well known publicly over the
past three years through publication of its reports and the £rowing number of those
in industry and the universities who have had direct contact with ACARD's work
through membership of the Council or its working groups, or by providing advice in its
studies, or through feedback and discussion of its reports. Abolition of ACARp would
probably lead to considerable outside criticism on the grounds that Govermment was
discounting the importance of science and technology. (A subCommittee of the House
of lords Select Committee on Science and Technology is currently considering Science
and Government including the need for a possible strengthening of the machinery for
co—ordination at the centre; and the House of Commons Education Science ang Artg
Committee is also currently considering s¢ience policy.)

Is ACARD doing a good job, judged by its terms of reference and the practical

usefulness of its advice?

9. ACARD's main output has been the publication of nine reports (listed in Annex 2),
The reports make recommendations directed to Government, industry and others op how the
benefits of scientific and technological developments can be maximised. The
effectiveness o the reports can be judged in two main ways = the extent to which the
recommendations have been put into effect by the Government and other bodies t0 which
they were directed, and the extent to which the reports have raised eeneral public
awareness of important technological issues.

10. A quantitative assessment of the responses to ACARD's reports is given in Annex
3. In most cases the Prime Minister has asked the Departments concerned to prepare a
response to the report and both the report and the Govermment's response have been
published. Many of the recommendations have been put into effect. In some cases

RESTRICTED
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. act:ion would probably have resulted anyway (eg the establishment of Celltech)
although ACARD probably helped to accelerate the process; in others ACARD could
claim to be the instigator (eg the appointment by the Science and Engineering Research
Council of a Director for Biotechnology).

11. The ACARD reports have also been well received by the media and the public with
a sale in each case of 2,000 to 5,000 copies. Their success can be attributed partly
to their content and timeliness and partly to the format of the reports and their
concise and readable style. The treatment given to the reports not only in the
scientific and technical press but also in national newspapers such as The Times ang
the Financial Times has undoubtedly increased public awareness of important
technological issues and of ACARD's role.

12. In addition to publishing reports, ACARD is also developing a useful dialogue
with Ministers and Departments over their R and D strategies; Sir Keith Joseph
attended the Council in his capacity as Secretary of State for Industry and

Mr Shelton, Parliamentary Under Secretary of State at the DES attended the October

meeting.

13. ACARD has interpreted its terms of reference fairly broadly but has generally
worked within them. It has not done any specific studies on international
collaboration (item 4 of its terms of reference) but has considered international
aspects in several reports. ACARD is aware that it has not studied these
specifically but returns to them from time to time; so far a suitable topic for
detailed study has not emerged.

Should changes be made to the composition and operation of ACARD which would

streamline its work or reduce costs?

14. ACARD has a rolling membership with about one third replaced each year. This
allows adjustments to be made in its composition according to the sort of study it is
likely to wish to carry out. There has been no suggestion that ACARD should be

either substantially larger or smaller: it is probably about right. ACARD meets

four times a year for half a day and this seems adequate = although whole day meetings
have been held on occasions. Much of its work is done through working groups ang
ACARD also has a steering group comprising the Chairman, Deputy Chairman, Chief
Scientist, CPRS and working group c.ha.imen, which when necessary meets between

Council meetings.

RESTRICTED
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Is there scope for amalgemating ACARD with another body?

15. ACARD could be amalgamated with the ABRC but there is little to be said for : 5
The ABRC has the task of advising on the allocation of resources to the Research
Councils and advising on pure research matters. Its functions are thus distinct
from, albeit complementary to, those of ACARD. There is a need for liaison between
the two bodies but the existing arrangemeni of overlapping membership is adequate
to meet this need.

CONCLUSION

16. All Departments concerned with ACARD's work are agreed:

i. that there is a continuing need for outside advice to the Government
on how applied research and development can best be deployed in both .
the public and private sectors;

ii. that a formal pullicly visible body such as ACARD is the best means of
providing this advice;

iii. that ACARD has made useful recommendations which have been implemented,
and has raised public awareness of important technological issues;

‘ive that there are no changes in its composition or operation which would
further reduce its costs, which are small;

ve that it would not be appropriate to amalgamate ACARD with the ABRC or
any other body.

It is therefore recommended that ACARD should continue, with a further reviey in

two years' time.

CABINET OFFICE
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The Advisory Council for Applied Research and Developmeni (ACARD) was
established in 1976 wiib the following terms of reference -

'To advise Ministers and to publish reports as necessary on =

i. applied R and D in the United Kingdom and its deploymwent in both
the public and private sectors in accordance with national needs;

ji. tbe articulation of this R and D with scientific research
supported through ibe Department of Education and Science;

jii. the future development and application of ‘technology;

jv. the role of the United Kingdom in international collaboration in
the field of applied R and D.'

The members of the Council (August 1981)% are -

Dr A Spinks CBE FRS formerly Director of Resear‘ch, ICI. Ltd
(Cl:}aiman]

Sir Henry Chilver F Eng Vice-Chancellor, Cranfield Imstitute
(Deputy Chairman) of Technology

Viscount Caldecote Chairman, Delta Group plc

Sir Kenneth Corfield Chairman and Chief Executive

Standard Telephones and Cables Lid

Dr D L Georgala ~ Head of lLaboratory, Unilever Research
Professor W B Heginbotham OBE Director-General, Production Engineering
Research Association
Mr C S King CBE ] Deputy Chairman
BL Technology Ltd
Dr B C Lindley Director of Research, Dunlop Lid
Sir Alec Merrison FRS Vice—Chancellor, University of Bristol,

Chairman of the Advisory Board for the
Research Councils

-

! Mr A M Muir Wood F Eng FRS Senior Partner, Sir William Halcrow

' : & Partners

5 3 Mr D H Roberts Research Director, GEC Ltd
i Dr L Rotherbam CBE F Eng FRS formerly Vice-Cbancellor, University of
{ Bath
i

Mr J L van der Post F Eng Chief Execuntive, Waier Research Centre

% The 2 union members of the Council recently resigned (due to pressure of work)
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The Advisory Council for Applied Research and Development (ACARD) was
established in 1976 with the following terms of reference:
"To advise Ministers and to publish reporte as necessary on =

j. applied B and D in the United Kingdom and its deployment in both
the public and pri‘vgte sectors in accordance with national needs;

B +he articulation of this R and D with scientific research
supported through the Department of Education and Science;

jii.  the future development and application of technology;

iv. the role of the United EKingdom in jnternational collaboration
in the field of applied R and ».*

The Council's published reports, available from Her Majesty's Siationery
Office, are:

The Applications of Semi conductor Technology ISBN 0 11 630807 9
{1978) £0.85 _ :

Industrial Innovation (1979) £1.00 ISBN 0 11 630808 7
Joining and Assembly: The Impact of Robots ISEN 0 11 630810 9

and Automation (1979) £1.75

Technological Change: Threats and Opportunities ISBN 0 11 630812 5
for the United Kingdom (1980) £1.75

Computer Aided Design and Manufacture (1980) ISBN 0 11 630814 7
£2.25
R and D for Public Purchasing (1980) £2.50 ISBN 0 11 630815 X
Biotechnology (1980)  £3.00 ISBN 0 11 630816 8
Information Technology (1980) .30 ISBN 0 11 630818 4
. Exploiting Invention (1981) available free
from ACARD

R N
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10 DOWNING STREET

From the Principal Private Secretary

SIR ROBERT ARMSTRONG
CABINET OFFICE

Advisory Council for Applied Research and
Development (ACARD)

The Prime Minister has seen your minute
A05591 of 21 September 1981 and she is content
with the interim arrangements for the Chairman-
ship of ACARD which you are making because of
the illness of Dr. Spinks. i

C A

23 September 1981
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PRIME MINISTER
/La/) 22 1%

Advisory Council for Applied Research and Development (ACARD

I am very sorry to have to report that the Chairman of ACARD,

Dr, Alfred Spinks, is seriously, indeed mortally, ill, There is no Prospect

of his being able to resume his duties.

o When you agreed, after Sir Leo Pliatzky's review of quangos, that
ACARD should continue, you asked that its usefulness and continuance should be
reviewed after two years. That review is now proceeding and I will report
the results in due course, I think it likely that I shall recommend that it is
useful and should continue.

3. The question of appointing a new Chairman does not arise at the

—
moment, and I would not want to raise it with you formally until we have

completed the review. We are asking Sir Henrx Chilver (Vice=~Chancellor of

VCranfield Institute of Technology), who is the Deputy Chairman of ACARD, to

act as its Chairman during Dr, Spinks's incapacity. We are being careful to

do this in a manner which in no way implies that he will be invited to take

Dr. Spinks's place in due course; but he is in fact the strongest candidate to
succeed Dr, Spinks as Chairman, on the assumption that ACARD continues in
being, and he is bound to realise that his claims to succeed will be strengthened
by his serving as acting Chairman in the meantime. I believe that he would in
fact make a good Chairman, I understand that he has ideas for making ACARD
more effective, and I believe, with him in the chair, and with a new Chief
Scientist in the CPRS (on which I am minuting you separately)‘lwe should have

a good opportunity for increasing ACARD's effectiveness,

Robert Armstrong

21st September 1981

APPOINTMENTS = IN CONFIDENCE
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10 DOWNING STREET

PRIME MINISTER

John Ashworth tells me
that Dr Alfred Spinks, Chairman
of ACARD, is seriously ill in
Manchester Infirmary, suffering
from a brain tumour. Would you
be willing to send a letter of
sympathy on the lines of the
attached?

P

25 August, 1981
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THE PRIME MINISTER i 26 August 1981

@-«.Jlme( .

p——

/ a&aﬁl.f;.wt..
John Ashworth told me you were unwell, and I just wanted

to write to say how sorry I am, and to wish you a speedy

Ir'eCOVeEry.

I would also like to say how much I appreciate the work
you have done as Chairman of ACARD. It is always horrid to be
ill, and I hope you will soon be back in action.

m d,coo& HL'JJ“‘-')‘

0wt 4-‘«—44?
(gl
g

Dr A. Spinks




W/. PNM. e

MR PATTISON

RESPONSES TO ACARD HEPORTS

You will wish te be aware of the attached replies of the Chairman
of ACARD to the Government's responses to three ACARD reports:
'Technological Change', 'Computer Aided Design and Manufacture! —
and 'Biotechnology'. Of the three, the reply on 'Biotechmology!
is the most vigorous and reflects a fairly general unhappiness in
industry and the universities with the White Paper. The other two

replies are more modest in tone.

e

R H ARAM

Cabinet Office
6 May 1981

'”G%n’_




ADVISORY COUNCIL FOR APPLIED RESEARCH AND DEVELOPMENT
70 Whitchall, London swr1a 2as  Telephone: 01-233

29 April, 1981.

durds 4o

Response to ACARD Report: "Technological Change:
Threats and Opportunities for the U. K. ™

You wrote to me on the 12 February with the Government's
response to this ACARD report. The Council considered the
response at its meeting on 12 March and invited me to reflect its
views in a letter to you.

Both the response and your covering letter indicated a
preierence for ACARD to examine closely focussed, clearly defin
The Council noted this and agreed that most of its reports should
concern such topics. It did not consider, however, that
broader topics could or should be excluded. One function of
ACARD is to comment on the implications of technological
development for government policies and this necessarily involves
the Council in some consideration of broad.issues. I might
perhaps add that the- sales of this particular report have been
considerably larger than those of some of our specialised reports,
indicating substantial public interest in the general subject of
technological change and its implications. I believe that the
Council should continue to promote increased public.awareness of
such issues, and hope that you will support this..

ed topics.

The Government response suggested that ACARD hag
called for a major expansion of Government involvement in industg_-y.
The Council considered this to be 2 misunderstanding of the Teportig
main theme. Our position was aptly summed up by the Prime
Minister in a Parliamentary answer to Mr. Ian Mills on 14 January
when she referred to Government developing with industry a framework
in which industry can take R and D (and other) decisions. Recent
NEDO reports have identified industries with growth potential and
others where decline seems inevitable. The CBI have Tecently
published a report that suggests comparable priorities. Such
studies could facilitate the creation by Government and industry of
a coherent basis for the development of technological Strategies,
The Council would look upon this as constructive and helpful
intervention and would welcome further development of it,
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29 April, 1981,

The response rightly pointed out the crucial part
pPlayed by adequate profit in enabling industry to cope with
technological change. It did not, however, refer to the
long-lead times usually needed to establish significant change.,
Without appropriate investment now, industry will not be ready
to take advantage of the opportunities opened up when the world
economic climate improves. ACARD therefore welcomes the
extra assistance for industry to which the response referred and
urges that this should be given priority in the Government's
spending programme since future industrial success will be founded
on developments now taking place in new technologies. ACARD
reports 'Biotechnology' and '"Information Technology' have
discussed such opportunities in more detail. In this connection,
the Council noted with some concern the apparent weakening of
industrial support for Research Associations as a consequence of
the recession,

I might add that long-lead times are a feature of higher
education also, and that at the ACARD meeting considerable Concern
Wwas expressed at the Government’s slow responsc to the Finniston
Report, and its policies on overseas students! fees, both of which
are adversely affecting the ability of universities and other
institutions of higher education to produce the skilled sScientists
and engineers required in the future,

It was, of course, never the intention of ACARD to suggest
that service industries should deliberately take on more staff and
thereby become uncompetitive. But we believe that employment
growth in the future will be concentrated in the service sector:
therefore, special attention needs to be Paid to the development of
that sector, The Council was pleased.to note the SUPPOTt given to
the development of the computer service industry. We hope that
similar support will be available in other service activities, gqo
that Government support schemes do not concentrate exclusively
Or excessively on manufacturing, critically important as that Obviously is

Finally, the Council was disappointed that the Govemmmt
did not give adequate consideration to the proposal for tax incentives
to encourage large firms to make available to small firms inven
that they themselves cannot use. With its limited resources,
ACARD is not equipped to examine the detailed working-out of such
an idea and it does seem an inadequate response on the Part of
Government for the Proposal to be dismissed because no Practical
Suggestions for its implementation were included in the Report,
There is, I feel a parallel between this and the ACARD suggestion

ﬁOn s




in "Industrial Innovation' for a loan guarantee system for
small firms which, despite administrative difficulties, has
now been implemented by the Government.

/éfdﬁ?ﬁrh-ﬁﬁ'
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Dr. A. Spinks.

The Rt. Hon. Sir Keith Joseph, MP.,
Department of Industry,

Ashdown House,

123 Victoria Street,

London, SWI1E 6RB.
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On 29 January you kindly sent me a departmental response
to the Advisory Council's Report on Computer Aided Design and
Manufacture. The paper has been considered by members of
the Council's original Working Group and discussed at the Maxrch
meeting of ACARD.

The Working Group and the Council were pleased to note
the number of their recommendations that have been accepted
by Government. It is regrettable that a different impression
was given by several press reports that focussed on Tecommendations
that were not accepted.

We do not think that continuing dialogue at this time between
the Department of Industry and the Council is necessary or likely
to be productive. ACARD would prefer to return to the topic
in about a year's time to review progress in the context of its
recommendations and the Government's response. Therefore,
we do not expect a further response to the detailed points set out
in the rest of this letter, but they may interest Departments .
concerned.,

= 1) Our Working Group was unable to obtain much information
~ on Government activities during its studies. ACARD therefore
believes that, in the light of the comment that Government is
itself a user of CAD/CAM, Departments should do more,
subject only to the limits of security, to make their actvitieg
and their successes with CAD/CAM known to appropriate parts
of Eritish Industry,

2) ACARD had not expected that, at this time of financial Stringency

there could be a physical move of the CAD Centre and the
National Engineering Laboratory to one location. It has

been glad to learn that a single Director of the two OTrganisations
has been appointed., The Government response leaves the
Council with the impression, however, that this Director coulg
promote more coordination of the two establishments! activities,

for example, dissemination of irformation, and training,
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ACARD welcomes information being made available through
the Scientific Counsellors in Embassies on activities in
other countries, It was particularly pleased to learn of
the excellent flow of information on electronics coming back
from the Scientific Counsellor in Tokyo who was appointed
about a year ago, Earlier, I had been, Personally,
impressed by discussions at our scientific offices in Tokyo
and Washington,

Some parts of the Government response are Centred on the
activity of the Mechanical Engineering and Machine Tools
Requirements Board and the Computer Aided Engineering
Panel of the Department of Industry. Members of ACARD
are concerned that interest in computer aided design and
computer aided manufacture extends outside the interests

of this Board, The electropnics industry for example ig

an extensive user of these techniques and also has a role

to play in the supply of CAD/CAM equipment and software.

The Council has noted that the Department of Industry
believes that the encouragement of the use of CAD/CAM
equipment through leasing is a matter entirely for the
commercial suppliers of equipment and. that there are no
Plans to provide financial support for this purpose.

It was reported in The Times on 11 February that the
Government has decided to as sis

robots in industry by paying 25% of the cost of new processes
that adopt robots as prime constituents. We believe that
it is also possibie under the Product and Process Develcrpmena
Scheme for prototypes of new equipment, such as that for
CAD/CAM, produced by British manufacturers to be Placed
on trial with British users. The introduction of CAD/CaAM
into industry is, we believe, as urgent and important as the
introduction of robots and the Council therefore as Sumes

that financial Support under such schemes could be made
available for CAD/CAM.

The Council thinks that there may have been a Inisunderstanding
about Recommendation 8, on w

RESTRICTED
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of large turnkey systems, but believed that the need for
smaller cheaper systems, for use in small companies
and in education, could provide an opportunity for a
British company.

Comments in the Tesponse on software development in
universities and public sector research establishments
are not, we believe, relevant to this proposal, The
comment that as many as thirty pProjects are being .
supported by NRDC and that a further twenty-five projects
are under assessment suggests that there may be
proliferations to the point where individual projects are
hardly substantial or Perhaps worthwhile. The response
to Recommendation 11, that there are at least forty
organisations currently offering 'various CAD services!,
raises the same gquestion.

Dr. Duncan Davies was present at the meeting of ACARD
at which all these points were discussed and we are sure that the
Department of Industry will give them further consideration.

As I suggested at the beginning of this letter, an immediate
Tesponse would not really be profitable. I propose that ACARD
should consider, in a vear or so's tme, whether it should review
Progress on this topic.

Dr. A, Spinks.

The Rt. Hon. Sir Keith Joseph, MP,,
Department of Industry,
Ashdown House,

123 Victoria Street,
LONDON, SWI1E 6RB,




10 DOWNING STREET

From the Private Secretary 16 April 1981

ACARD PAPER ON PROBLEMS OF
INVENTORS

r,[ Before we go ahead with arrangements to

"l /publish the revised version of this report,

/ I should be grateful if you could remind me
where we stand on the question of a draft
reply to the recommendations. I wrote to
you about this when we received the initial
version of the paper on 22 December last.

Mrs. Cecily Morgan,
Department of Industry.
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Advisory Council for Applied Research and Development

Your minute of 4 February gave the Prime Minister's approval to
the new appointments to ACARD proposed in Sir Robert Armstrong's minyte
of 3 February (A04157). Sir Robert wrote to the nominees for the neyw
posts, and all have accepted.

2. It would now be timely to make the changes in membership public,
As last year, this might best be done by means of an inspired Written
Parliamentary Question to the Prime Minister, together with a Press

Release. I attach drafts.

IhyF

D J WRIGHT

20 February 1981




DRAFT PQ ON ACARD MEMBERSHIP -

To ask the Prime Minister if she will list the membership of the

Advisory Council for Applied Research and Development (ACARD).

I have appointed four new members to ACARD.

The membership is mnow:

Dr A Spinks CBE formerly Director of Research,
(Chairman) ICI Limited

Sir Henry Chilver Vice-Chancellor,

(Deputy Chairman) Cranfield Institute of Technology
*Viscount Caldecote Chairman,

The Delta Metal Company Ltd

¥Sir Kenneth Corfield Chairman and Chief Executive,
Standard Telephones and Cables Ltd

Dr D L Georgala Head of Laboratory,
Unilever Research
Professor W B Heginbotham OBE Director-General,
Production Engineering Research
Association
*Mr C 8 King CBE Deputy Chairman,
BL Technology Ltd
Dr B C Lindley Director of Research,
Dunlop Ltd
Mr J Lyons General Secretary

Engineers' and Managers' Association

Sir Alec Merrison Vice-Chancellor, University of Bristol
Chairman of the Advisory Board for
the Research Councils

Mr A M Muir Wood Senior Partner,
Sir William Halcrow & Partners

*Mr D H Roberts Research Director,
GEC Ltd




Dr L Rotherham CBE

Mr J L van der Post

Mr G H Wright

*New members

Formerly Vice-Chancellor,
University of Bath

Chief Executive,
Water Research Centre

Regional Secretary for Wales,
Transport & General Workers' Union




DRAFT PRESS RELEASE g

NEW APPOINTMENTS TO ACARD

The Prime Minister today announced changes in the membership of

the Advisory Council for Applied Research and Development (ACARD).

In answer to a Parliamentary Question from [ eLpenv QRIFAITHS ]

the Prime Minister said: [Text of Answer ]

Note for Editors

The Advisory Council for Applied Research and Development was

established in 1976 with the following terms of reference:

"To advise Ministers and to publish reports as necessary on -—

1 Applied R & D in the United Kingdom and its deployment
in both the public and private sectors in accordance with

national needs;

2. The articulation of this R & D with scientific research

supported through the Department of Education and Science;

e The future development and application of technology;

L, The role of the United Kingdom in international

collaboration in the field of applied R & D."




The retiring members on the Council gre:

Sir John Atwell CBE Chairman,
Scottish Offshore Partmership
Sir Robert Clayton CBE Technical Director,
: GEC Ltd
Mr D Downs CBE Chairman and Managing Director,

Ricardo Consulting Engineers Ltd
A Sir leuan Maddock CB Formerly Chief Scientist,
Department of Industry

The Council has published 8 reports:

The Applications of Semi-Conductor Technology (1978)
Industrial Innovation (1979)
Joining and Assembly: The Impact of Robots and Automation (1979)

Technological Change: Threats and Opportunities for the
United Kingdom (1980)

Computer Aided Design and Manufacture (1980)
R and D for Public Purchasing (1980)
Biotechnology (1980)

Information Technology (1980)
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DEPARTMENT OF INDUSTRY
ASHDOWN HOUSE
123 VICTORIA STREET

LONDON SWIE 6RB
TELEPHONE DIRECT LINE 01-212 2207

SWITCHBOARD 01-
Secretary of State for Industry $7813.36076

|2 February 1981

Dr A Spinks CBE FRS

Chairman

Advisory Council on Applied Research
and Development

Cabinet Office

70 Whitehall

London SW1

Dw\iy —G’“’Zk‘ :

You will be aware that the Prime Minister asked me to
co-ordinate our response to your Council's report on

"Technological Change: Threats and Opportunities for the
United Kingdom".

I enclose the response. I regret that it has been delayed
although thi. is partly attributable to the broad nature of
the subject. I have already put to you my own preference

for the Council to address itself to more closely defined
topics - and have mentioned this again in the response. I
believe this should be an important consideration in planning

AGARD's investigations and I look forward to reading future
reports.

I intend to draw attention to the Government's response through
a reply to a written Parliamentary Question in the next few days,

when copies of the response paper will be placed in the libraries
of the House.

I am sending copies of this letter and the response paper tTo the
Prime Minister and colleagues whose Departments have been
involved in its preparation.

e Lo e




ACARD REPORT ON TECHNOLOGICAL CHANGE: THREATS AND OPPORTUNITIES FOR
THE UNITED KINGDOM

Government Response

Introduction

1 The report of the Advisory Council for Applied Research and

Development on "Technologiceal Change: Threats and Opportunities

for the United XKingdom" wés published in January 1980.

2 ACARD have made eight principal recommendations, one of which
encompasses four separate recommendations on small firms. The
majority of ths recommendations are aimed specifically at
Government, &rnd the Report also includes seven points of & more
general nature which for the purposes of this response have been

treated as recommendations.

3 Technological Change is an immensely wide and diffuse subjsct
on which conclusions are likely to rema&in at a fairly high level
of generalisation; and the more recent ACARD reports on
Biotechnology and Information Technology show that concentration
on a closely definad topic is likely to produce more clearly

focussed recommendations.

Economic Climate

4 Many of the ACARD recommendations call for greater direct

Gover-ment involvement in th2 promotion of technological change.
It is perhavs a vity that the Report omite reference to
Governrment schemes designed to stimulate awareness and adoptiion
of naw or under-used technologies; for example the Microprocessor

Aoplications Project, Microelectronics Industry Suvport Programme,




the Product and Process Development Scheme. However, the Government
is convinced that the greatest contribution it can make to tech-
nological change is to create an economic climate favourable to
enterprise and growth; and an important element in this, as ACARD
suggests (para 2.4), is the avoidance of unnecessary changes in
fiscal and economic policy. These are the primary objectives of
this Government's policy. A firmer monetéry policy and cuts in
public expenditure are designed to secure the progressive reductions
in inflation and interest rates, which are now under way. A start
has been made on switching the burden of taxation from direct to
indirect taxes, and on reducing excessive rates of income tax, in
order to improve rewards and incentives. A variety of measures have

been takern to improve the working of the market - among them the

abolition of controls on foreign exchange movements, dividends and

prices, changes in employment legislation and housing policy.
Administrative burdens on firms are being reviewed and eased. 4
numbef of measures have been adopted, and others are under con-
sideration, for helping small firms; an important source of innova-

tion and new employment.

S Industry has generally welcomed these changes as offering the
best prospect for financial stability and a revival of enterprise,.
A determination to stick to these policies, rather than the major
expansion of Government involvement in industry that seems to be
envisaged in some of the ACARD recommendations, is most likely to
give industry the confidence to adopt new technology. When inflation

and interest rates have come down, the fiscal and economic climate

will by then already be found to have become more encouraging.




6 Although not discussed in the Report, adequate real profit
levels are the critical influence on the 2bility of companies to
cope with technological change. It is therefore extremely worry-
ing that the real level of profitability, particularly in manu-
facturing industry, has been on a downward trend for many years,

and more recently has reached damagingly low levels.

R & D Performance

2 Compared with leading OECD countries, the UK's performance

over the last 15-20 years has been poor in areas such as produc-
tivity, value added per man and trade in finished manufactures.

The result has been slower growth and relative economic decline.
ACARD rightly identified research and development carried out by
industry.fdr its own commercial purposes as one of the most important
elements in 'innovation leading to a strong economy. Here the UK's
record is dramatically different from that of its competitors, with
indusfrial funding of R & D falling by 10 per cent in constant

price terms over the period 1967-75 whilst that in other leading

OECD countries rose by an average of 30-40 per cent.

8 R & D focussed on the innovation of products and processes

is increaéingly important in determining industry's future
performance. The Government will continue to invest in develop-
ment when the private sector would probably mot go ahead without
help and when the results are likely to be to the public good. 1In
recognition of this, the Government announced in November that it

would be making additional funds available to support industrial




R&D éxpenditure which would probably not go ahead without support
from public funds. The Science and Technology Act will be used for
this purpose, and particular priority will be given to development

projects likely to lead to marketable products.

New Industries and Services

9 Many of the new industries and services to which ACARD refers
(paras 3.1 to 3.11) have already attracted the support of the
Department of Energy and the Department of Industry's Research
Requirements Boards at the R & D stage. In choosing projects to
support, the Boards give priority to areas where industries based
on new technologies might be generated and to research and develop-
ment projects that céan be carried through to commercial fruition.

Examples include electric vehicle technology, composite materials,

and process plant control and instrumentation. At the post-R & D

stage, assistance is available under the,:Industry Act and through the
NEB in partnership with private enterprise to encourage the-setting
up of new technology-based companies: (recent examples being the
support for the robot manufacturing company Unimation in establish-
ing production facilities in the UK, and the NEB private sector

investment in Celltech).

10  ACARD suggest (para 4.11) that many of those displaced by
increased productivity should be employed in service industries,
thus improving the standard of many services. They cite in
support of their view the proportions of the Japanese amd UK
national labour forces employed in manufacturing and serwvice
industries. However, the Government doubts whether awcomplete

picture can be drawn from simple anzlogies based on the exXperience




of countries whose economic and social developments are histori-

cally different from our own. It is customer demand, rather than

the availability of surplus labour, that is likely to determine
improvements in services; and the scope for such improvements to
generate substantial employment is limited both by competition and
the epplication of new service sector technology. Overmanning would
be highly damaging in those service industries subject to inter-
national competition; aﬁd any significant increase in costs in the

tradeable goods sector is likely to lead to price rises.

44 The Government does however recognise the importance of service
sector industries. Such industries commonly flow naturally from

the technologies to which they relate and whose needs they serve;

and if the climate is right and the time ripe they should not need
government help to make them flourish. But in some areas, and notably
in the development of software systems ahd the like, some support can
help to stimulate and accelerate activity in rapidly-evolving fields.
Thus, under existing support schemes, Department of Industry assis-
tance to the computer services industry, directed mainly towards the
development of software and systems, has amounted to approximately
£1% million per year over the past three years. In view of the
acknowledged importance to the UK of computer skills, the Department
of Industry, within its overall budget, will ensure that the Soft-
ware Products Scheme and the Product and Process Development Scheme

continue to receive priority.




-

Small Firms

12 The Government agree that small firms can and do play an
important part in the development and application of technological
change. However, it does not agree with ACARD (para 5.2) that a
major new study, along the lines of the Birch Report, of the role
of small firms is necessary in addition to work already in hand
in the Departments of Industry and Employment. We think we know
the conditions which have been hostile to small firms. The
Government's purpose in improving the economic climate is to
encourage the birthrate of new firms (as well as the growth of
existing firms) including high technology firms, while removing
such non-market obstacles to survival as excessive taxation and

form-filling ~ver which the Government has influence.

13 The main thrust of Government assistance to small firms must

continue to come through fiscal measures 'and by creation of a
climate favouring enterprise (as discussed in para 4 above). But
worthwhile assistance for small firms is already available from the
taxpayer. Examples include the Microprocessor Application Project,
where over half the companies assisted have a turnover of less than
£2m, and the Manpower Services Commission Training Opportunities
Scheme (TOPS). TOPS has reCOEniéed the importance of the small firp
in job generation by the Development anc expansion of the New

Enterprises Programmes and Small Business Courses.

14  ACARD suggest (para 4.5) that large companies with R & D
results which they do not intend to exploit commercially should

be encouraged "perhaps through fiscal measures" to set up or seek

S




out small firms better able to utilise such results. They (ACARD)

do not, however, offer any practical suggestions as to how this might
be done. There is evidence of increasing interest and awareness on
the part of large firms of their social role in helping to create

new employment where they themselves have been the main creators of
redundancies, but little of this activity has so far been in the

R & D field.

15 General business advice and technical counselling is already
available from a number of sources, such as the Department of
Industry's Small Firms Service, through CoSIRA in rural areas and
through the SDA, WDA and LEDU in Scotland, Wales and Northern
Ireland resvectively. However, the Government will continue 10

examine what further help can be given to small firms, including

the possibility of 2 scheme 10 encourage more small companies

to take up Research Association membership.

Technology Transfer

16 The Government concur with the ACARD comments on the importance
of the trancfer of techrology into the UK. As well &s lagging
behind other industrial economies in its spending on industrial
R & D, the UK's technological paym:anis 1o, and receipts from, other
industrialised countries are &lso lower than those of our major
ompetitors. The Nationzl Researcr Devslopment Corporation (NRDC
Rt Ri s e oIty . Y 1o

he transfer of techrology, the NRDC has engaged




consultants in the USA to seek out new products or processes which
have been successful there, but which have not yet been launched in
Burope. The NRDC will then seek an option to exploit the innovation
while a suitable UK manufacturer is sought to take on the licence.
The Government do not believe therefore, that a new agency is
necessary for the purpose of assisting the transfer of technology
into the UK (para 6.8). The task with the transfer of technology is
to encourage UK industry, as their foreign competitors are, to 2
large extent, apparently so encouraged to make more use of the
opportunities for them in this direction - and we see the change of
economic climate as serving this purpose too.

17  While the Government accept the recommendation (para 6.9) that
staffing policies in both technical and commercial sectioms of major
overseas posts should be reviewed to see whether more engineers
should be appointed to them, any increase'in this aspect of embassy
work could only be undertzken at the expense of other, perhaps equally
important, work in the post. The Government is determined to reduce
the size of the Civil Service, and any cuts must be shared between

the Home and Diplomatic Service.

18 The Department of Indusiry is however planning to make some
funds available for special stw@ies to e undertaker ir Japan of
technological developments there zmd especially on opportunities
for joint ventures and licensing agreements. These studies are
likely to be undertaken by locally employed consultants, who will
complement the work of the existing Science and Technology

Counsellor.
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Qverseas Projects

19  The reference in the ACARD Report (para 4.3) to large export
orders, and the recommendation that the machinery for tendering

for large overseas projects be examined, appear to be peripheral

to the subject of the Report and remote from the terms of reference
ACARD had set themselves. Concern was expressed about this subject
for a number of years, and in response the Department of Trade
established in 1972 the Overseas Projects Board which represented
both the public and private sectors concerned with overseas projects.
Much progress has since been made in establishing a closer relation-
ship between these two sectors. OPG was involved in many successful
tenders for valuable overseas projects. In 1980 the work of OPG was
taken over b~ .the neﬁ Projects and Export Policy Division, which is
part of the‘Department of Trade but also provides a common service

to the Department of Industry.

Public Purchasing

20 The Department of Industry is taking the lead in initiating
measures to increase the enlightened use of public sector purchasing
to improve the performance and competitiveness of United Kingdom

industry, both at home and abroad. ACARD's comment (para 4.14)

on the use of the public sector's purchasing power to improve our

competitiveness in overseas trade is under separate consideraticn
in the light of the Council's further report on R & D in public

purchasing.




Training and Education

21 ACARD consider the impact of technological change on education
and training in paragraphs 5.4-5.8 of the report. The Government
fully shares ACARD's view that technological change has considerable
implications for the organisation of education and training (5.4).
Government policy on industrial training was outlined by the

Secretary of State for Employment on 26 November. There is a need

for greater flexibility in training arrangements to meet the changing
demands of industry, and in particular, a need for wider opportunities

for the training and re-training of adults. Deficiencies in training

at technician level must be remedied if the best use is to be

made of new *.chnology in modernising the economy (see para 5.5),

The Menpower. Services Commission has recently been asked to come
forward with a scheme of distence lezrning - an "Open Tech" - in
conjunctionwith existing technicgl colleées and colleges of further
education. More generally, the Department of Employment are consiger-
ing with the MSC and those concerned in industry and educatiOn,
proposals which would enable progress to be made on a2ll these

training issues. The Goverument hovpes that papers for consultation
will be pudlished in the next few months. The specific suggestionsg

in para 5.6 of the ACARD report for increasing the public sector's

rscogmise
2duates in Iast growing oranches
computer science and
information technology). The Goverament is proposing to

recommend the setting uv of




engineering body under Royal Charter following the recommendations
of the Finniston Committee Report. This body will make a contribu-
tion to the development of engineering courses and the Government

is considering what other action needs to be taken.

Sectoral Activity: ZEDCs and SWPs Regquirements Boards and
Research Associations

22 Two specific recommendations by ACARD concern the involvement

of the‘National Economic Development Council and its tripartite
sectoral Committees (para 6.5). It is already part of the remit

of EDCs and SWPs to consider technological change as part of their
work to improve the performance of their industries. They were
asked to giﬁe‘ﬁarticular emphasis to this work in 1979. A number
have identified needs and opportunities for technological change

and made recommendations to management and unions in their
industries. However, in competitive conéitiens the job of develop-
ing technological strategies - which presumably should be one element
in corporate strategies - is a matter for individual companies. The
role of EDCs and SWPs is therefore less to draw up strategies for
their industries than to influence the strategies of individual
companies. This process of influence can be difficult, particularly

in highly fragmented industries.

2% The reference to the involvement of Reguirements Boards and

the Research Associations with the development of technology
strategies perhaps takes insufficient account of present efforts

and past experience. The Requirements Boards have devoted con-
siderable effort to establish priorities for the alleocation of funds

14




that they control and have sought close links with the EDCs and
SWPs. However, the EDCs and SWPs cover less than 50% of the output
of UK manufacturing, and it is therefore necessary to supplement
these links with wider discussions. The Government's influence on
Research Associations is now largely through the contracts that it
places with them, although there are frequent policy discussions
between officials and RA management. In recent years the Research
Councils have taken more account of what industry wants and are
willing to finance by research contracts. The Department of Industry
has encouraged them in this approach and has links with a number of
Programmes.

24  The 'ACAR” recommendation (para 6.5) on the interfaces between
EDCs/SWPs and industrial sectors touches on an area where action

is already in hand. The Steering Brief issued by the NEDC to EDCs

and SWPs early in 1979 asked the sectoral'groups to investigate the

application of advanced technologies, including microelectronics, in
their own and customer industries. A number of maker/user groups
have been established between EDCs and SWPs bringing together
traditional suppliers of manufacturing machinery and those of advance
control systems and information technologies. These Jjoint groups
have identified specific supply problems and technologiceal gaps in
development and production. Their work has also underlimed the
importance of formulating acceptable nationzl and international
standards to combat problems of incompatibility of equipment. While

the Government will encourage EDCs/SWPs to continue with some aspects

of this work, it is not the proper function of the sectoral groups to

12




z=s the Government believe that individual company representatives

would welcome such a move.
An announcement was made in Parliament

T=x Materials
19 May that industry was to be consulted on the prospects for the

= The'Government agree with the ACARD comment (para 3.7) on the
=vailability of key materials.

=upply of essential minerals and the desirability of measures to

The Government are now

A proposed European

irprove continuity and security of supplies.
-~onsidering the results of these consultations.
Zczmunity R & D Programme on substitution is being supported by the UK.

—oreclusion

The Governmehf welcomes the public attention that this ACARD
czep under review those recommendations where further action may

Zsport has brought to the area of technological change, and will

Experience in this

—e needed. But it cannot accept that a much greater degree of

>overnment involvement in promoting technological change is the

=est way of improving industry's performance.

-cuntry and elsewhere has shown that the creation of a climate

ourable to énterprise and risk-taking remains the principal
¢EB 1981

ribution that the Government can make to technological change.
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THE PRIME MINISTER
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6 February 1981

I understand that you are retiring

from the Advisory Council for Applied
Research and Development. I should like to
thank you for the great deal of time that
you have given to the Council since its
formation in particular in connection with its
reports on the applications of semiconductor
technology, computer-aided design and
manufacture, and information technology.
Tnese reports have contributed greatly to
the Council's success and have, I know,

been read with much interest in Government

and industry.
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I understand that you are retiring
from the Advisory Council for Applied
Research and Development. I should like
to thank you for the time that you have
given to the Council and in particular
for your contribution to its reports on
semiconductor technology and technological
change. These reports have, I know, been

read witn great interest in Government and
\/ :
Qﬂ«j“

Sir Ieuan Maddock, C.B., F.Eng.,

industry.
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I understand that you are retiring
from the Advisory Council for Applied
Research and Development. I should like
to tnank you for the time that you have
given to the Council since its formation

and in particular for your leadership of

the working Group on R and D for Public

Purchasing. This Group's report has, I
Know, been read with great interest in

Government and industry.

Lo s metinly
Olegenin ot

D. Downs, Esq., C.B.E., F.Eng.
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I understand that you are retiring from
the Advisory Council for Applied Research and
Development. I should like to thank you for
the time that you have given to the Council
since its formation and in particular for your
contribution to its report on technological
change. This report has, I know, been read
with great interest in Government and industry.

Sir John Atwell, C.B.E., F.Eng.




10 DOWNING STREET

om the Private Secretary

fr. WRIGHT
ABINET OFFICE

The Prime Minister has seen
ir Robert Armstrong's minute (ref:
04157) about membership of ACARD.

She has agreed his proposals, and
vill therefore be writing to the retiring
iembers.

I should be grateful if Sir Robert
rmstrong would now approach the four
1ominees for membership.

A

\‘.’ 1Y,

4 February 1981 &F{_R!
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At the end of 1979, you agreed that there should be a regular rota.tion in

Ref. A04157

PRIME MINISTER

the membership of ACARD in order to bring new blood into the Council,

Accordingly, five new members were appointed early in 1980 and the term of office

of three others was extended by a year. The appointments of these three
(Sir John Atwell, Sir Robert Clayton and Mr. D. Downs) have now expired, ag
has that of Sir Jeuan Maddock (who joined the Council in June 1977), I have
consulted colleagues over possible replacements and have particularly borne in
mind your wish to see more representation from the information tech.nology area
on the Council. As a result I propose that we should invite the following to serve:
+ Lord Caldecote, Chairman, Delta Group Ltd.
v 5ir Kenneth Corfield, Chief Executive, STC Ltd.
»”Mr. C.S. King, Deputy Chairman, BL Advanced Technology Ltd.
v+ Mr. D,.H, Roberts, Research Director, GEC Ltd.
s If you are content with the above four names, I shall write accordingly,

33 I think it would be appropriate if, as last year, the retiring members were

to receive a personal note from you. I attach drafts.

ROBERT ARMSTRONG

3rd February, 1981




DRAFT LETTER FROM THE PRIME MINISTER TO
D. DOWNS, ESQ., CBE F Eng, CHAIRMAN AND
MANAGING DIRECTOR, RICARDO CONSULTING
ENGINEERS LTD., BRIDGE WORKS, SHOR EHAM.
BY-SEA, WEST SUSSEX BN4 5FG

I understand that you are retiring from the
Advisory Council for Applied Research and
Development, I should like to thank you for the time

that you have given to the Council since its formation

and in particular for your leadership of the Working

Group on R and D for Public Purchasing, Thig
Group's report has, I know, been read with great

interest in Government and industry,




DRAFT LETTER FROM THE PRIME MINISTER TO
SIR ROBERT CLAYTON, CBE F Eng, TECHNICAL
DIRECTOR, GEC LTD., HIRST RESEARCH CENTR E
EAST LANE, WEMBLEY HA9 7PP !

I understand that you are retiring from the
Advisory Council for Applied Research and
Development. I should like to thank you for the
great deal of time that you have given to the Council
since its formation in particular in connection with its

reports on the applications of semiconductor

technology, computer-aided design and manufacture
]

and information technology. These reports have
contributed greatly to the Council's success and
have, I know, been read with much interest in

Government and industry.




DRAFT LETTER FROM THE PRIME MINISTER TO
SIR IEUAN MADDOCK, CB F Eng FRS, SECRETARY,
BRITISH ASSOCIATION FOR THE ADVANCEMENT
OF SCIENCE, FORTRESS HOUSE, SAVILE ROW,
WIX 1AB

I understand that you are retiring from the
Advisory Council for Applied Research and
Development. I should like to thank you for the
time that you have given to the Council and in

particular for your contribution to its reports on

semiconductor technology and technological change

These reports have, I know, been read with great

interest in Government and industry,




DRAFT LETTER FROM THE PRIME MINISTER TO
SIR JOHN ATWELL, CBE F Eng, SCOTTISH
OFFSHORE PARTNERSHIP, CHARING CROSS
TOWER, GLASGOW G2 4PP

I understand that you are retiring from the
Advisory Council for Applied Research and
Development. I should like to thank you for the
time that you have given to the Council since itg

formation and in particular for your contribution to

its report on technological change. This report

has, I know, been read with great interest in

Government and industry.




DEPARTMENT OF INDUSTRY
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TELEPHONE DIRECT LINE o01-212 D301

SWITCHBOARD 01-212 7676
Secretary of State for Industry

aﬁ January 1981

The Rt Hon Geoffrey Howe QC MP
Chancellor of the Exchequer

HM Treasury

Treasury Chambers

Parliament Street t//n
London SW1P 3AG
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ACARD REPORT ON TECHNOLOGICAL CHANGE

You wrote to me on E{Jﬁgﬁary suggesting some amendments to the draft
Government responselfo this ACARD report to take account of the
additional funds recently made available for supporting industrial
R&D spending. Your letter was subsequently copied to the

Prime Minister and colleagues as before.

2 I agree that we should include a reference to this support ang
I accept your suggestion for amendments to the final paragraph

of the draft response, and the swall addition in paragraph 5.
However, in paragraph 8, I am reluctant to lose the reference to
the Government's investment in development for the public good

and I would like to suggest that the second sentence of the
paragraph remains unchanged, and that your amendment forms a new
third sentence. I believe the two sentences are complementary ang
can see advantages in dealing with the changes in this way. As

I said in my winute to the Prime Minister on 16 December, the
Government's response to this report has already been seriously
delayed and I believe that we should wmake every effort to despatch
the response as soon as possible. Unless I hear to the contrary
by 4 February, I propose to send the response to the Chairman of
ACARD in its revised form and to draw attention to 1t by weans of

a Parliamentary Question, as agreed.

3 I am sending copies of this letter, together with a copy of

the revised draft response (with the amendments sidelined) to the
Prime Minister and colleagues as before.

L~}




ACARD REPORT ON TECHNOIOGICAIL CHANGE
Draft Response to ACARD

Introduction

1 The report of the Advisory Council for Applied Research and
Development on "Technological Change: Threats and Opportunities

for the United Kingdom" was published in January 1980.

2 ACARD have made eight principal recommendations, one of which
encompasses four separate recommendations on small firms. The
majority of the recommendations are aimed specifically at
Government, and the Report also includes seven points of a more
general nature which for the purposes of this response have been

treated as recommendations.

3 Technological Change is an immensely wide and diffuse subject

on which conclusions are likely to remain at a fairly high level

of generalisation; and the more recent ACARD reports on
Biotechnology and Information Technology show that concentration
on a closely defined topic is likely to produce more clearly

focussed recommendations.

Economic Climate

4 Many of the ACARD recommerndations call for greater direct’
Government involvement in the promotion of technological change.
It is perhaps a pity that the Report cmits reference +o
Government schemes designed to stimulate awareness and adoption
of new or under-used technologies; for example the Microprocessor

Applications Project, Microelectronics Industry Support Programme,




the Product and Process Development Scheme. However, the Government
is convinced that the greatest contribution it can make to tech-
nological change is to create an economic climate favourable to
enterprise and growth; and an important element in this, as ACARD
suggests (para 2.4), is the avoidance of unnecessary changes in
fiscal and economic policy. These are the primary objectives of
this Government's policy. A firmer monetary policy and cuts in
public expenditure are designed to secure the progressive reductions
in inflation and interest rates, which are now under way. A start
has been made on switching the burden of taxation from direct to
indirect taxes, and on reducing excessive rates of income tax, in
order to improve rewards and incentives. A variety of measures have
been taken to improve the working of the market - among them the
abolitiorn of controls on foreign exchange movements, dividends ang
prices, changes in employment legislation and housing policy,
Administrative burdens on firms are being reviewed and eased. A
number of measures have been adopted, and others are under con-
sideration, for helping small firms; an important source of innova-

tion and new employment.

5 Industry has generally welcomed these changes as offering the
best prospect for financial stability and a revival of enterprise.

A determination to stick to these policies, rather than the major

expansion of Government involvement in industry that seems to be

envisaged in some of the ACARD recomrendations, is most likely to
give industry the confidence to adopt new technology. When inflatio=
and interest rates have come down, the fiscal and economic climate

will by then already be found to have become more encouraging,




6 Although not discussed in the Report, adequate real profit
levels are the critical influence on the ability of companies to
cope with technological change. It is therefore extremely worry-
ing that the real level of profitability, particularly in manu-
facturing irdustry, has been on a downward_trend for many years,

and more recently has reached damagingly low levels.

R & D Performance

7 Compared with leading OECD countries, the UK's performance

over the last 15-20 years has been poor in areas such as produc-
tivity, value added per man and trade in finished manufactures.

The result has been slower growth and relative economic decline.
ACARD rightly identified research and development carried out by
industry for its own commercial purposes as one of the most importent
elements in innovation leading to a strong economy. Here the UK's
record is dramatically different from that of its competitors, with
industrial funding of R & D falling by 10 per cent in constant

price terms over the ﬁeriod 1967-75 whilst that in other leading

OECD countries rose by an average of 30-40 per cent.

8 R & D focussed on the innovation of products and processes
is increasingly important in determining industry's future

performance. The Government will continue to invest in develop-

ment when the private sector would probably not go ahead without

help and when the results are likely to be to the public good.
recognition of this, the Government announced in November that it

would be making additional funds available to support industrial




R & D expenditure which would probably not go ahead without support
from public funds. The Science and Technology Act will be used for
this purpose, and particular priority will be given to development

projects likely to lead to marketable products.

New Industries and Services

9 Many of the new industries and services to which ACARD refers
(paras 3.1 to 3.11) have already attracted the support of the
Department of Energy and the Department of Industry's Research
Requirements Boards at the R & D stage. In choosing projects to
support, the Boards give priority to areas where industries based
on new technologies might be generated and to research and develop-
ment projects that can be carried through to commercial fruition.
Examples include electric vehicle technology, composite materials,
and process plant control and instrumentation. At the post-R & D
stage, assistance is available under the Industry Act and through the
NIB in partnership with private enterprise to encourage the setting
up of new technology-based compeanies: (recent examples being the
support for the robot manufacturing company Unimation in establish-
ing production facilities in the UK, and the NEB private sector

investment in Celltech).

10  ACARD suggest (para 4.11) that many of those displaced by

increased productivity should be.employed in service industries,
thus improving the standard of many services. They cite in
support of their view the proportions of the Japanese and UX
national labour forces employed in manufacturing and service
industries. However, the Government doubts whether a complete

picture can be drawn from simple analogies btased on the eXperience

m




of countries whose economic and social developments are histori-
cally different from our own. It is customer demand, rather than
the availability of surplus labour, that is likely to determine
improvements in services; and the scope for such improvements to
generate substantial employment is limited both by competition and
the application of new service sector technology. Overmanning would
be highly damaging in those service industries subject to inter-
national competition; and any significant increase in costs in the

tradeable goods sector is likely to lead to price rises.

11 The Government does however recognise the importance of service
sector industries. Such industries commonly flow naturally from

the technclogies to which they relate and whose needs they serve;
and if the climate is right and the time ripe they should not need
government help to make them flourish. But in some areas, and notably :
in the development of software systems and the like, some support can
help to stimulate and accelerate activity in rapidly-evolving fields.
Thus, under existing support schemes, Department of Industry assis-

tance to the computer services industry, directed mainly towards the

development of software and systems, has amounted to approximately

£1% million per year over the past three years. In view of the
acknowledged importance to the UK of computer skills, the Department
of Industry, within its overall budget, will ensure that the Soft-.
ware Products Scheme and the Product and Process Development Scheme

contirue to receive priority.




Small Firms

12 The Government agree that small firms can and do play an
important part in the development and application of technological
change. However, it does not agree with ACARD (para 5.2) that a
major new study, along the lines of the Birch Report, of the role
of small firms is necessary in addition to work already in hand

in the Departments of Industry and Employment. We think we know

the conditions which have been hostile to small firms. The

Government's purpose in improving the economic climate is to

encourage the birthrate of new firms (as well as the growth of
existing firms) including high technology firms, while removing
such non-market obstacles to survival as excessive taxation and

form-filling over which the Government has influence.

13 The main thrust of Government assistance to small firms must
continue to come through fiscal measures and by creation of a
climate favouring enterprise (as discussed in para 4 above). But
worthwhile assistance for small firms is already available from the
taxpayer. Examples include the Microprocessor Application Project,
where over half the companies assisted have a turnover of less than
£2m, and the Manpower Services Commission Training Opportunities
Scheme (TOPS). TOPS has recogniéed the importance of the small firp
in job generation by the Development and expansion of the New °

Enterprises Programmes and Small Business Courses.

14 ACARD suggest (para 4.5) that large companies with R & D
results which they do not intend to exploit commercially should

be encouraged "perhaps through fiscal measures" to set up or seek

S)




out small firms better able to utilise such results. They (ACARD)
do not,however, offer any practical suggestions as to how this might
be done. There is evidence of increasing interest and awareness on
the part of large firms of their social role in helping to create
new employment where they themselves have been the main creators of
redundancies, but little of this activity has so far been in the

R & D field.

15 General business advice and technical counselling is already
available from a number of sources, such as the Department of
Industry's Small Firms Service, through CoSIRA in rural areas and
through the SDA and WDA in Scotland and Wales respectively.
However, thé Government will continue to examine what further help
can be given to small firms, including the possibility of a scheme
to encourage more small companies to take up Research Association

membership.

Technology Transfer

16 The Government concur with the ACARD comments on the importance
of the transfer of technology into the UK. As well as lagging

behind other industrial economies in its spending on industrial

R & D, the UK's technological payments to, and receipts from, otker

industrialised countries are also lower than those of our major
competitors. The National Research Development Corporation (NRDC)
is already assisting inncvation irn industry in this country. To

assist with the transfer of technology, the IIRDC has engaged




consuitants in the USA to seek out new products or processes which
have been successful there, but which have not yet been launched in
Europe. The NRDC will then seek an option to exploit the innovation
while a suitable UK manufacturer is sought to take on the licence.
The Government do not believe therefore, that a new agency is
necessary for the purpose of assisting the transfer of technology
into the UK (para 6.8). The task with the transfer of technology is
to encourage UK industry, as their foreign competitors are, to a

large extent, apparently so encouraged to make more use of the

opportunities for them in this direction - and we see the change of

economic climate as serving this purpose too.

17 While the Government accept the recommendction (parg 6.9) that
staffing policies in both technical and commercial sections of major
overseas posts should be reviewed to see whether more engineers

should be appointed to them, any increase in this aspect of embassy
work could only be undertaken at the expense of other, perhaps equally
important, work in the post. The Government is determined to reduce
the size of the Civil Service, and any cuts must be shared between

the Home and Diplomatic Service.

18 The Department of Industry is however planning to make some
funds available for special studies to be undertaken in Japan ‘of
technological developments there and especially on opportunities
for joint ventures and licensing agreements. These studies are
likely to be undertaken by locally exmployed consultants, who will
complement the work of the existing Science and Technology

Counsellor.




Qverseas Projects

19 The reference in the ACARD Report (para 4.3) to large export
orders, and the recommendation that the machinery for tendering

for large overseas projects be examined, appear to be peripheral

to the subject of the Report and remote from the terms of reference
ACARD had set themselves. Concern was expressed about this subject
for a number of years, and in response the Department of Trade
established in 1972 the Overseas Projects Board which represented
bofh the public and private sectors concerned with overseas projects.
Much progress has since been made in establishing a closer relation-
ship between these two sectors. OPG was involved in many successiul
tenders for valuable overseas projects. In 1980 the work of OPG was
taken over by the new Projects and Export Policy Division, which is
part of the Department of Trade but also provides a common service

to the Department of Industry.

Public Purchasing

20 The Department of Industry is taking the lead in initiating
measures to increase the enlightened use of public sector purchasing
to improve the performance and competitiveness of United Kingdom
industry, both at home and sbroad. ACARD's comment (para 4.14)

on the use of the public sector's purchasing power to improve our

competitiveness in overseas trade is under separate consideration

in the light of the Council's further report on R & D in public

purchasing.




Training and Education

21 ACARD consider the impact of technological change on education
and training in paragraphs 5.4-5.8 of the report. The Government
fully shares ACARD's view that tecknological change has considerabie
implications for the organisation of education and training (5.4),
Government policy on industrial training was outlined by the
Secretary of State for Employment on 26 November. There is a need
for greater flexibility in training arrangements to meet the changing
demands of industry, and in particular, a need for wider opportunities
for the training and re-training of adults. Deficiencies in training
at technical level must be remedied if the best use is to be made of
new technology in modernising the economy (see para 5.5). The
Manpower Services Commission has recently been asked to come forward
with a scheme of distance learning - an "Open Tech" - in conjunction
with existing technical colleges and colleges of further education.
More generally, the Department of Employment are considering with

the MSC and those concerned in industry and education, proposals
which would enable progress to be made on all these training issues.
The Government expect to publish these proposals in the New Year.

The specific suggestions in para 5.6 of the ACARD report for
increasing the public sector's responsibility and for an earnings
related "training benefit" will need to be considered in this context.

The Government also recognise the need to improve the supply of

graduates in fast growing branches of technology (ircluding

electronics, computer science and information technology). The

Government is proposing to recommend the setting up of a new




engineering body under Royal Charter following the recommendations
of the Finniston Committee Report. This body will make a contribu-
tion to the development of engineering courses and the Government

is considering what other action needs to be taken.

Sectoral Activityv: EDCs and SWPs Requirements Boards and
Research Associations

22 . Two specific recommendations by ACARD concern the involvement
of the National Economic Development Council and its tripartite
sectoral Committees (para 6.5). It is already part of the remit

of EDCs and SWPs to consider technological change as part of their
work to improve the performance of their industries. They were
asked to give particular emphasis to this work in 1979. A number
have identified needs and opportunities for technological change

and made recommendations to management and unions in their
industries. However, in competitive conditions the job of develop-
ing technological strategies - which presumably should be one element
in corporate strategies - is a matter for individual companies. The

role of EDCs and SWPs is therefore less to draw up strategies for

their industries than to influence the strategies of individual

companies. This process of influence can be difficult, particularly

in highly fragmented industries.

23 The reference to the involvement of Requirements Boards and

the Research Associations with the development of technology
strategies perhaps takes insufficient account of present efforts

and past experience. The Requirements Boards have devoted con-
siderable effort to establish priorities for the allocation of funds

11




that éhey control and have sought close links with the EDCs ang

SWPs. However, the EDCs and SWPs cover less than 50% of the output
of UK manufacturing, and it is therefore necessary to supplement
these links with wider discussions. The Government's influence on
Research Associations is now largely through the contracts that 1t
places with them, although there are frequent policy discussions
between officials and RA management. In recent years the Research
Councils have taken more account of what industry wants and are
willing to finance by research contracts. The Department of Industry
has encouraged them in this approach and has links with a number of

programmes.

24  The ACARD recommendation (para 6.5) on thc interfaces between

EDCs/SWPs and industrial sectors touches on an area where action

is already in hand. The Steering Brief issued by the NEDC to EDCs

and SWPs early in 1979 asked the sectoral groups to investigate the
application of advanced technologies, including microelectronics, in
their own and customer industries. A number of maker/user groups

have been established between EDCs and SWPs bringing together

traditional suppliers of manufacturing machinery and those of advance

control syétems and information technologies. These Jjoint groups

have identified specific supply problems and technological gaps in
development and production. Their work has also underlined the
importance of formulating acceptable national and international
standards to combat problems of incompatibility of equipment, While
the Government will encourage EDCs/SWPs to continue with Some aspect

of this work, it is not the proper function of the sectoral groups to

12




become more deeply involved in detailed R & D considerations. Nor
does the Government believe that individual company representatives

would welcome such a move.

Key Materials

25 The Government agree with the ACARD comment (para 3.7) on the
availability of key materials. An announcement was made in Parliament
on 19 May that industry was to be consulted on the prospects for the
supply of essential minerals and the desirability of measures to
improve continuity and security of supplies. The Government are now
considering the results of these consultations. A proposed European

Community R & D Programme on substitution is being supported by the UZ.

Conclusion

26 The Government welcomes the public attention that this ACARD
Report has brought to the area of technological change, and will
keep under review those recommendations where further action may
be needed. But it caﬁnot accept that a much greater degree of
Government involvement in promoting technological change is the
best way of improving industry's performance. Experience in this
country and elsewhere has shown that the creation of a climate
favourable to enterprise and risk-taking remains the principal

contribution that the Government can make to technological change.
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Department of Industry

January 1981
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ACARD REPORT ON TECHNOLOGICAL CHANGE

You wrote to Catherine Bell on 22 December to say that
the Prime Minister was content with the draft Government
response attached to your Secretary of State’s minute of
16 December.

The Prime Minister may be interested to see a copy of
the Chancellor's letter of 8 January to the Secretary of
State for Industry which proposes a few changes to the
draft response.

I am sending copies of this letter to recipients of
copies of your letter of 22 December.

sz [ g

[(Cand

P.S. JENKING
Private Secretary
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ACARD REPORT ON TECHNOLOGICAL CHANGE

o

On reading the draft Government response tc the ACARD
report on "Technological Change: Threats and Opportunities
for the United Kingdom” attached to your minute of

16 December to the Prime Minister I noticed that you had
made no mention of our decision to provide additional
"funds for supporting industrial R and D Spending. I
suggest it is worth a mention. If you agree, you might
cover this by amending the second sentence of paragraph

8 to read as follows:

[ S

4 *In recognition of this the Government announced
i { "in November that it would be making additional
funds available to support industrial R and D
1 expenditure which would probably not go ahead
. without support from public funds”.

I also feel the last two sentences of the final paragraph

look a little odd when we have just announced increased

public support for R and D and we propose saying in the

! Government response to the ACARD report on Computer Aided

{ Design and Manufacture that "Government support for R and

; ' D is important at the early stages of innovation where

{ the risk is greatest and where companies may under-invest

i due to poor profits and low liquidity"”. Perhaps these

i '. sentences could be amended to read as follows: \  #

i - "But it cannot accept that a much greater degree

; of Government involvement in promoting technological
change is the best way of improving industry's
performance. Experience in this country and
elsewhere has shown that the creation of a climate
favourable to enterprise and risk taking remains the
principle contribution governments can make to

i promoting technological change.”

/Finally,

| ';)e\o\\




Finally, in view of the strong criticism we have been
facing in recent meonths from certain parts of industry,
it might be as well to say "industry has generally
welcomed these changes as offering the best prospect for
financial stability and a revival of enterprise” in the
first sentence of paragraph 5.

Bi e

GEOFFREY HOWE




10 DOWNING STREET

From the Private Secretary 22 December 1980

The Prime Minister has seen the Secretary of State for
Industry's minute of 17 December, with which he enclosed a
revised draft Government response to the ACARD Report on
Computer Aided Design and Manufacture.

She is grateful for the work which has gone into the
revision which she considers a considerable improvement. She
is therefore content that the reply should now be issued, in
the form proposed by your Secretary of State. She has noted
that it would be released to the press.

I am sending copies of this letter to John Wiggins
(H.M. Treasury), Brian Norbury (Ministry of Defence), Richard
Dykes (Department of Employment, Peter Shaw (Department of
Education and Science), David Edmonds (Department of the Envirgn-
ment), Don Brereton (Department of Health and Social Security),
Tony Mayer (Department of Transport) and David Wright (Cabinet
Office).

M. A. PATTISON

Mrs. Catherine Bell,
Department of Industry.
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From the Private Secretary 22 December 1980

The Prime Minister has seen the Secretary of State for
Industry's minute of 16 December about the ACARD Report on
Technological Change: Threats and Opportunities for the United
Kingdom.

She is grateful for the work which has been put into the
preparation of the draft Government response forwarded by your
Secretary of State. She is content that this should now be
issued through the arrangements proposed in the minute.

I am sending copies of this letter to John Wiggins (H.M.
Treasury), Brian Norbury (Ministry of Defence), Richard Dykes
(Department of Employment), David Edmonds {Department of_the
Environment), Roderic Lyne (Foreign and Commonwealth Office),
Godfrey Robson (Scottish Office), John Craig (Welsh Office),
Mike Hopkins (Northern Ireland Office), Don Brereton (Department
of Health and Social Security), Stuart Hampson (Department of
Trade), Julian West (Department of Energy), Peter ShaW.(Department
of Education and Science), Kate Timms (Ministry of Agriculture,
Fisheries and Food), Tony Mayer (Department of Transport), Jim
Buckley (Lord President's Office), Richard Prescott (Paymaster
General's Office), Geoffrey Green (Civil Service Department) and
David Wright (Cabinet Office).

M. A. PATTISON

Mrs. Catherine Bell,
Department of Industry.




10 DOWNING STREET

PRIME MINISTER

You asked Keith Joseph to
reconsider the Government
response to ACARD's Report
on Computer Aided Design
and Manufacture, with the
aim of making it a more
acceptable, livelier and
less bureaucratic document.

I attach his suggested
revised version, together
with a copy of the original.
The document is considerably
improved in tone. S ————

. —ﬁ
Content that this response
should now be issued in the
form suggested by Sir Keith
in his covering minute f

9, 34 ,
o

19 December 1980




10 DOWNING STREET

PRIME MINISTER

Here is another of the three
ACARD Reports which have
reached us this week.

This one is of less interest
than the other two, because
it covers a very broad subject.
ACARD has since been asked to
focus its work on more
specific subjects.

The response is_notf.
particularly informative

but 1t _1is readable. You
may think that this is an
adequa

Report which is too broad-
ran%ing to _be of much
influence.

S

Content for the Secretary
of State to publish in the

form proposed in his covering
minute?

‘J\AAM‘C/(/

19 December 1980




PRTME MINISTER

You asked this Department to reconsider the tone and flavour

of the Government response to the ACARD Report on Computer
Aided Design and Manufacture. A revised response has been
prepared and those concerned in any changes have been consulted,

I attach the original and the revised response with the passages

that have been amended and the amended versions sidelined in
—— ___..,_—.-“___

each case. The response has been restructured so that each

recommendation is accompanied by a government response. Thig

itself has made the presentation clearer. lMoreover the tone

-

of each response is now firmer and less qualified.

2 I suggest that the form of the reply remains as a paper under
my covering letter to the chairmen of ACARD, Dr Spinks. The

paper would also be released to the Press.

3 T am copying this minute to the Chancellor of the Exchequep,
the Secretaries of State for Defence, Employment, Education
and Science, Environment, Health and Social Security, the

Minister of Transport and Sir Robert Armstrong.

@

K J

( 7 December 19gg

Department of Industry
Ashdown House
12% Victoria Street




*} Revised version
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I+ has established closer links with the Science Research Council,
e other major funder of research in the area. Dol is improving

va

its own knowledge of developments overseas and is seeking more

effective ways of disseminating information to industry.

The Government sets out, in the following pages, its response to
the individual ACARD recommendations. ACARD's report is also
directéd at industry, the educational sector, the professional

institutions and the unions. The Government hopes they will also

respond to the spirit of this report.




Recommendation 1

We recommend that tne Department of Industry
should take resp o¢¢;b;L_DJ for producing and
disseminating (through courses and seminars)
information on typic > T installation
and on the training needed for using CAD/CAN
systems effectively. Case histories of succ-
essful installations showing how pitfalls can

e}

be avoided should be included.

As with the current microelectronics awareness

programue, all levels of management need to be

informed of CAD/CAll. The Department should

seek the assistance of professional institut-

ions in this task.
The Government accepts this recommendation. The National Engineerins
Laboratory (NEL) currently disseminates information on the cost of
installation of CAD/CAl ecuipment and runs seminars for industry and
others to promotve awareness. Thne maln thrust is on training ang
giving practical experience in using CAD/CAM systems. 17 three-
day courses, attended by over 200 people, mostly from industry,
have taken place over the past 5 years The Computer Aided Design
Centre (CADC) runs courses to instruct operators in the use of
software under licence from CADC. 1t also ac as a "elearing-

-~

aouse" through port Unit, which

assesses useful software packages and registers them in g library,
Relevant work being done in the research establishments of +the
Department of Environment and Transport could also be included in
any information dissemination programme. The Dol is actively
ronsidering other schemes to improve awareness: they include
furtner demonstration projects and the support of wunits where

potential users could examine the capability of the technology oy

using 1% to solve their own real design and manufacturing provleps.,

ACARD made a comparison with the Dol's suc ful microelectronics
awareness programme. Th rtment is comsidering the lessons

waich can be drawn from thls and the way they might be applied o




promoting awareness
composition of

investiment which u

ACARD suggested that
rovided for the promotion
priority +

Ain A cle and technology

wit

The ACARD report

AT SraAT E
v."...J/\.n“.... 01

1115 T 101

tions

a nunoer oL 7

11+ +haA

gcecount tne som hat

AT ASESAA A A ke
adaudicocoed 4ria tne olale

maxe.

o

&£1.5 million over

2 O MATY /AT U VAT S O

of CAD/CAll awareness.
these activities include

£ e AV OO

o awareness,

13 o 74 K s Nl o i =
istitutions.

continue t0 encourac




Recommendation

1e

ovuruu.u, if necessary by retaining

ist consultants for the tas

Government acceptsS the ACARD recommendation
the Department of Industry should meintain & close watch on
developments overseas The Department already has very close

with a Sei ce Counsellors

Z N Yin AR i Sl o, Y L - P Ty 1+ ™ y
Washington, Tokyo and lloscow) ar has ‘g network urces of

lf‘l

information elsewhere. \D/CANl has - identifi 25 & priority

area and we have received valuable revorts Ifrom the Embassies
Staff constraints limit the amount of coverage wnich the Embassies

..

can provide, and we are exploring the use of locally engaged

consultants, particularly in Japan, to increase the flow of

information. The staff of the Governmment's laboratories also

maintain a close watch on progress in other countries through

UAuﬁr participation in conferences and exhibitions.

of information is, however, only part of the problem:
disseminated as effectively as possible. Dol is

trying to improve this aspect.
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The type of support s yr this commendation has broad

J &
application in all are F Science and Engineering and would be

most effective if aim a ople with industrial experience.

?

Industry (DOI). These indicate that initially an existing SRC
scheme of industrial visiting fellowsh

of support ACARD has i mil It has been

find good candidates, suitable topics and

The first few cases cound be funded by the SR

under existing budgetar If however, demand for

scher FOE

awards under this scheme were >row as aresuvlt of any
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to be reviewed.
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which a number of young vpeople pay short
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to study, among other things, the impact of technology such g

the Fellowship of Engineering (FOE) and the Department of

ips couwld provide the sort
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Recommendation 4 (paragraph 7.6)

We recommend that the Department of Indusitry
should arrange for the advisory and bureau
services already provided by the National
Engineering Laboratory and the work on soft-
ware development of the Computer Aided Design
Centre to be co-ordinated so that they form

a single organisation (or institute) for
Computer Aided Engineering, with a single
Director responsible to a Board of llanagement
whose non-executive Chairman and at least
half its. non-executive members should be drawn
from industry. The work of the new Institute
should include:-

(i) evaluation of availzble CAD/CAN systems
through close links with user companies;

(A57) provision of advice on the economics
and technical suitability of systems;

(iid) supporting government departiments with
advice on CAD/CAlN matters such as investment
in R&D, educational recuirements and standards.

Recommendation 5 (paragrapn )

We recommend that eventually the Institute
should be located on one or more Sites
nearer the main manufacturing centres of the
United Kingdom.
The Dol agrees with ACARD the ne is a need to lncrease
collaboration between NEL and CADC. has already taken steps to
achieve this by appointing the former Director of CADC as Director
with
NEL/responsibility for both laboratories. An lmportant task
the new management is to increase the range and accessibility

the services provided for industry. The two laboratories draw
part of their support from the Dol's Reouirements Bbards one of
which, the Mechanical Engineering and llachine Tools Requirements
Board (IIENTRB) is advised in this area by the Computer Aided
Engineering Panel (CAE). Industry and SRC are represented on both
the Board and the Panel. The DoI does not believe that‘it

would be useful to interpose a further layer of management through

the setting up of a Board of llanagement.
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The Government accepts this rec 1en.c ion The Government

A T e At : z ~ o n i 11 ot 3mii1] o4 < L .3
believes it 1] ; pla in stimulati innovation

o~

of public sector

.

. S R b o A Dl i U0 e S DRI Fia" s
purcoas1ig : 1 - 1l 15, waereiore, JuJ_l,&" co

A B e = M S AR e At 1N 78 ol D I T i S e e :
wlitn current pollicy. The Government is urglng tiae nationalised

o ) o oy = o= ~ey Ly -y - e 3 L o LI, = G S - oy WY .
J_::,'J.LLD-LJ_ .-.e.:;, as 1ar as ...JL. 15T e Wl taelxr O'\r"elw_;_l Oo;jectl\f&{j

to give due considerati in their purchasing th 2ed to

promote new oy intere




"y
Rec

i 1ot A7
mmenaatiLol

mmex

ecommend that the
Develonmenﬁ Council,
Sector Working rtie
Development Committees,
how these

be tackled

We
Pax

e ] el = ol
marikKewv

e

The National

Economic Development

to ACARD on this recommendation.

(o]

The Government hopes that UK indusir

supply CAD/CAN equipment to

will develop as

for large turnkey systems is at pres

por

manufacturers. important that

P
v

resulting

tives

comp

“'"“d'

L o7 a

UX. firms

=

Where

o

the originator or through c

T BT
adlis

hzs been providing development

engaging in technology isransfer from

for some +time. job

Currently some 30

by NRDC with an authorised

o

1er

I-.U.I'-:.J.\..

Board has been involved

AT e =T
Wit

CAD uru.

system

area.

Counecal

imulation.

investment

opportunities

Il
A e

e SN S
will increas

ingly be able to

potential markets

dominated

o 4=
Cad v

am
4L

the UX supply dustry should

inltiatives

The sooner industry

A British

in partnership with the

araught

mainly for ting,

LU

wch software developmentg

N0 . =B
uoLle SE

c1o3

YT

ompanies Compeda

Arin

11l 9
UL L

rojects on CAD/CAN are supporteg

of almost




M

HIHLS

large companies.
results of any work
industry in this co
be transt

e

arnd

v
o

e el
maxge

available.

- L n T ]

ineering Panel 1
;ance of Linked Busi:

count of

additio
activity in
HNo
Engineering Association (EEA) ne of the benefits of

udy should be to help the UK suy industry by providins

relevant information.




and software,
government establ
1ld take i
une “a:rCAU CAE Panel
Institute would play a .
for this co-ordination would
should not, we think, reguire

The arrangements for improved co-—-ordination of the "contractor™
side of Dol activities have been
Improvements have al
“"ecustomer" activities
set up to bring together the vario

also

within Dol and SRC: 1t.will/ -sake

e : L i e ) i m (YA . A e +e s .
T pres S Avie Zhel 1 by the Automat

Sl il L N

of improving

wiiall

links between CAEP and ASE

&) e e o
Sl & 2lng conslidered

be noted that effective co—ordination is already achieved by

o R
LOe LY

programmes.,




" T = y
Ol 1NCQUSTI

Institute
bureaux,
the same
erience
experience on

ange

B e RN SRR e o e i MR I T
Dol's encuirie L1cate nat thermw are

currently o

equipment provide advice onh a user club basis. A m

-

such as those for Production Engineerine
ing

ABE0C

and the lachine Tool Ind are glso active in the field. Do

S P e Y, o o= . < . e 1 .
efforts will, therefo towards making the existine
o

services better known.




We recommend

\
g ) nore
computing

b)

should include
drawing and

of manual 1

courses should
the re—education and
existing staff \“_WJT“
engineers ”“'“Jgrd' ana Lvnese
include practical experience with CAD/CAM
sSystems;
d) mive: ies shoul pare post-
graduate cou 3] ﬂr j:u“"_L. to train

students in iting 1 software programs

1
and modifying ! -ij software

increased awar

en;ourugrl, for e
between manasgemen’
i n“OLOuﬁL

wdpomuﬁnq that
cationan and
Lﬁu nrevious
education i
in their
and opportunity ¢c¢
can come with introdu
the means whereby such
without unnecess ary Trachioh,

o

of engineering education is b g examined by the
ollowing the report by the Finniston Committee. [iore
has been considerable debate about
computing in the school curriculum. The National Development
Programme in licroelectronics for Schools and Colleges recently
the Department of Ecducation and Science will givo
tudies

. £ o . : 1 ; ;- A .
el v T . - ST ey b 7 +he oy B ral o - PRI g

1YL Al 11 C L . cl y 1 =9 -
allll A - A Harcware




oriented continui
administrative ; ] and
in some

tion from

and commerce

prepare post—-gra 3 28 Oon programmi

able of writing major 8 programs and

ifying existing software. D

llanpower Services Commission's ( riority trainir

m mamEa e A ey ]
Training Boards




g ] ‘1“,”..“{ |
DEPARTILENT OF INDUSTRY PROGRANMES IN SUPPORT OF C;'L;}/U-"'C.'.

The Department spends about £3 million per annum in support of CAD/C.::

The major programme items areas follows:=—
1 Computer aids for process plan manvifacture and

operation at CADC funded througa

2 Development of a British CAD/CAM system funded by LIENTRB ang
through the Pre Production Order Schene.

3 Development and co-ordination of software for CAD of computers
~ (] 1 b & 2 = - o~ H
funded through the Product and Process Development Scheme.

4 Integrated circuit design at RSRE funded by CSERB.

The following are funded by NMENTHB:-

5 Computer Aided Engineering at PERA

6 CAD system (demonstration project).

? CAD/NC machiniﬁ% for tool making (dcnons*“atLOﬁ project),

8 CAD for die, mould and pattern making at Cambridge University.

g CAll system for sheet metal duct work.

10 Flexible Manufacturing System (demonstration system).

11t Computer Aided Draughting and Design System.

12 Automa ted Draughting. |

13 Compubter Aided Technology in the Kechanidal Engineering lndus<»--

at CADC. i
; ’ 14 Advanced Numerical Stress and Structﬁral Testing at NEL.

15 Computer Aided lianufacture at NEL.

16 Technology transfer at NEL and CADC




PRIME MINISTER

The Advisory Council for Applied Research and Development (ACARD)
published its report on 'Computer Aided Design and Manufacture!
in February 1980 and you invited me to co-ordinate the Government
response. I suggest that, with your approval, the reply should
take the form of the attached pPaper, under a covering letter

from me to the Chairman of ACARD, Dr Spinks. The text has been
agreed at Ministerial level with the Departments of Defence,
Ewployment, Environment, Transport, Health and Social Security,

Education and Science, the Treasury and has been seen by

Sir Robert Armstrong. The paper would also be released to

the press.

2 A summary of the recommendations of the ACARD Report ang
the Government's responses to them is provided for easy

reference as Annex 2 to the paper.

3 I am copying this minute to the Secretaries of State for
Defence, Employment, Environment, Health and Social Security,
Education and Science, the Minister of Transport, the Chancellor

of the Exchequer and Sir Robert Armstrong.

14

Ed
éz°? October 1980
Department of Industry
Ashdown House
123 Vlctorla Street
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!ESPONSE PO THE ACARD REPORT ON COMPUTER AIDED DESIGN AND MANUFACTURE

T —

1 The report of the Advisory Council for Applied Research and
Development (ACARD) on Computer Aided Design and Manufacture (CAD/Cal)

was published on 6 February 1980, The Department of Industry was

o eyt

invited to co-ordinate the Government response and this reply
incorporates views and comments from several Departments, and from
the Science Research Council (SRC). Annex 2 summarises each of the

ACARD recommendations and the relevant Government response.

2 For the purposes of this response CAD/CAM is taken to include
the use of computers in design, manufacture and testing as well as
the extension to estimating, production planning and stock control

involved in Linked Engineering Business Systems.

3 The Government welcomes this report from the Advisory Council
drawing attention to an important area of technology and to the
benefits that are already being experienced by UK industry from its
application. It supports the Council's view of the economic advantage
that could be derived from wider adoption of the technology and it
believes that important elements in securing that adoption are, that
the economic conditions under which industry operates should be
improved and that there should be increased awareness of the potentig)

of the technology. The adoption of advanced technologies such as

CAD/CAM at a rate comparable to our major industrial competitors is

§
:
3

:

g

< |
v
s

é
:

essential for the future of British Industry. The Government notes
thaf comments in this report to the effect that although other countrieg
are at present in advance of the UK the position is not irretrievable
and it is therefore important that efforts should be made by all to

secure the advantages of these techniques. The main responsibility




. clearly rests with industry but the Govermment accepts that for the
present it has a role to improve awareness and to provide encouragement

L
and support to help to accelerate the pace of application, within

the limited resources available for public expenditure. Support for

R&D via the tax-payer is important when private investors have
difficulty in assessing the benefits of new techniques and are likely
to underinvest in the state-of-the-art research from the point of Vview
of society in general. Research aimed both at advancing the technology
and demonstrating its benefits is therefore an area where Government
can play a valuable role. A list of projects supported by the
Department of Industry is at Annex 1; it includes work in the
Department's own laboratories and in industry. Some of the industrial

projects are "demonstration projects" in which access is provideg

to potential users of similar systems who can see them in operation

4 The Government endorses ACARD's view (paragraph 7.6) that the

Dol Research Establishments (the National Engineering Laboratory, Ngf,
]

at East Kilbride and the Computer Aided Design Centre, CADC, at
Cambridge) should play a significant role in providing advice on
CAD/CAN to industry. However, it does not feel that the creation
of a new institute would significantly aid the process. Steps have
already been taken to improve co-ordination between the two

establishments by appointing the Director of CADC as Director of NgJ,

GO i |

and giving him overall responsibility for both organisations. An
important task of the new management will be to examine ways of

improving the range and accessibility of the services provided to

B pmasa
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industry. It is also felt that the costs of relocation to a new

site would not be justified.

5 The two laboratories draw part of their financial support from

the Dol Requirements Boards and part from outside sources, including




.repayrnent work from industry. In the case of CADC the amount of
industrial repayment work is now 37 per cent of the cost of the

Centre and it is hoped to increase this in the future.

6 The Mechanical Engineering and Machine Tool Requirement Board
(MEMTRB), the largest Dol customer in this field, is currently

advised by the Computer Aided Engineering Committee and by the

Automated Small Batch Production (ASP) Panel, In response to the

ACARD recommendation (paragraph 7.16) that the co-ordination of

research should be improved the effectiveness of the links between

these two bodies is being considered. This committee structure will
retain its present advisory role in respect of corresponsing

Science Research Council programmes. lMore generally, co-—ordinating
machinery has been established across the broad range of the Departmentte

(and Science Research Council's) activities in the field of CAD/Can,

7 - Paragraphs 4and 6 above outline the proposals for improving
co-ordination on both the customer and contractor sides of the
customer-contractor relationship. Industry is represented on the
customer side through the Requirement Boards and on their advisory
committees, as it is on appropriate SRC Committees. Co-ordination ig
being improved in respect of Dol's other activ ties involving the

supply industry, which is discussed in paragrar.. "2 below.

8 Government accepts the suggestion (paragraph 7.4) that Dol

should take responsibility for producing and disseminating information
and for promoting awareness of CAD/CAM. NEL already disseminates
information on the cost of installation of CAD/CAM equipment and has
run seminars for industry and others on CAD/CAM. The main thrust is
on training and giving practical experience of using CAD/CAN systems.

Seventeen three day courses have taken place over the past five years




.:-md the majority of the participants have been from industry. cang
runs courses to instruct operators in the use of software under licence
from CADC. It also acts as a "clearing house" through its Computer
Aided Engineering Support Unit which assesses useful software packages
and registers them in a library. Relevant work being done, for
example, at the Research Establishments of the Departments of
Environment and Transport could be included in any information
dissemination exercise. ACARD made a comparison with the DoI's
successful microelectronics awareness scheme (paragraph Te4); However,
the composition of the audience to be addressed is somewhat differenﬁ,
in the case of CAD/CAN, as is the scale of investment which may be

involved in many cases. The.Department is currently examining the

need for further awareness activities in the CAD/CAM area.

9 Government accepts the ACARD recommendation (paragraph 7.4) that
the Department of Industry should maintain a close watch on developments
overseas. The Department already has very close links with the Science
Coﬁnsellors in five Embassies (Bonn, Paris, Washington, Tokyo ana
Moscow)and it has a network of sources of information elsewhere,

Reports on the development of CAD/CAM and its applications are includeg
in the despatches from these posts. Arrangements are in hand +o
increase the flow of information from Japan by the use of local

consultants. NEL and CADC also monitor developments overseas ang

the possibility of disseminating this information more widely is

being examined,

10 The Department of Industry has had discussions with the
Fellowship of Engineering arising out of the ACARD suggestion
(paragraph 7.5) that the Government should sponsor young people to

work for a period overseas 10 learn about and participate in CAD/Cani

developments. This recommendation clearly has broad application to




.othor areas of technology and it will be studied carefully. Ve

|\ believe that for a scheme to be most effective it should be aimeg
at people with industrial experience. Some schemes already exist
within the Science Research Council which could provide the sort of
support ACARD has in mind. The discussions with the Fellowship of

Engineering and the SRC about how these existing schemes could be

better used and about whether additional funds are necessary will
continue. In addition the Engineering Industry Training Board
operates a lManufacturing Management Fellowship Scheme for trainee
managers under which a number of young people pay short visits over-

seas to study, among other things, the impact of technology such gs

CAD/CAM .

11 The Government accepts the recommendation (paragraph 7.11) %hat
it should consider how it might further assist companies, particularly
those of small or medium size, to adopt appropriate CAD/CAN systems,
The Council will be aware of the particular importance that the
Government attaches to the role that smaller companies play in the
economy. It already has a number of schemes specifically directeq
towards their assistance. For example the Manufacturing Advisory
Service (MAS) provides consultancy on modern manufacturing methods
to companies with less thén 1000 employees. Twenty five projects on
CAD/CAM are already complete and a further eleven are in progress,

The assistance to industry through demonstration projects, such as
that at Baker Perkins, is a successful way of promoting the
development of the technology. The Teaching Company Seheme Jointly
funded by Dol and SRC is also a route for the encouragement of the
use of CAD/CAM in industry. There are currently 33 projects and
about a quarter of them involve computér aided engineering. In these,

Associates, closely connected with a nearby university or polytechnic




.work with the partner firm. In several cases CAD turnkey systems
have been installed in the firm or university and can be used for -
firm's own problems and also for demonstration to other firms ang
students. The resources of the Government research laboratories are

available on a repayment basis to industry for specific tasks ang

industrial collaboration is encouraged. Companies can also submit
proposals to the Requirements Boards and apply for support under the

Product and Process Development Schemes. In collaboration with

Universities and Polytechnics they can apply for support from the

SRC under its Co-operative Grants Scheme. Illany commercial organisati

offer bureau services and there are thus many ways in which industry

can obtain advice, both from the private and public sectors. The

Government believes that encouragement of the use of CAD/CAN sSystems

through the initial leasing of eguipment is a matter for the

commercial suppliers to consider. It has no plans to provide financigl

support for this purpose.

12 Government is aware of the importance to be attached to the

supply of CAD/CAN equipment by UK manufacturers in view of the large
potential market as the pace of application increases; the market

for large turnkey systems is at present dominated by American
manufacturers. It is important that the UK supply industry should pe
sufficiently closely associated with any new Government initiatives
for it to benefit from resulting stimulation. The sooner industry is
aware of these initiatives the better it can respond. A British
company is developing a compet itive system in partnership with the
taxpayer. Other less comprehensive systems, mainly for drafting, are
available from several UK firms. HNuch software development is carrieg
out in the Universities and public sector résearch establishments.
Where appropriate these can be marketed either by the originator or

through the NRDC companies Compeda and Genesys. NRDC has been




.providin;; development finance for joint ventures and engaging in

technology transfer from public sector organisations for some +tinme,
Cérrently some 30 projects on CAD/CAM are supported by NRDC with an
authorised investment of almost £7 million; a further 25 projects are
under assessment. The need for standards and new software tools gre
two of the subjects of a study by Dol and the Electronic Engineering
Association (EEA). One of the benefits of this study should be to
help the supply industry by providing relevant information. The
National Enterprise Board has been involved in discussions on the
development of a CAD/CAN system with a view to producing a new UK

initiative in this area.

13 The report recommends (paragraph 7.15) that Dol should study
Linked Business Systems. Although there are no plans for a formal
study at present MENTRB are involved with industry in developing

Linked Engineering Business Systems. The practical experience gaineq

in this way will be very valuable.

14 The Government accepts the recommendation (paragraph 7.13) that
Departments should consider how they can promote applications of
CAD/CAM through their own purchases. The Government believes that

it has an important role to play in stimulating innovation and
technical developments through the use of public purchasing throughout
the whole of the public sector. For example, it is urging the
nationalised industries, as far as it is consistent with their overall
objectives, similarly to have regard in their purchasing to the

need to promote new technology and the interests of UK manufactunerg,
The.potential of this approach for encouraging the wider use of

CAD/CAM will be examined.




.15 ACARD suggest (paragraph 7.17) that Dol should promote the yse
of CAD bureaux and user clubs. The Dol will explore the question
of user clubs possibly at a Research Association or a Government
Research Establishment. Its enquiries so far indicate +that there
are at least forty organisations currently offering various CaAD
services and some manufacturers of CAD/CAM equipment provide advice
on a user club basis. A number of Research Associations such as
PERA and MTIRA are also active in the field. The need for further

effort therefore requires careful consideration and it may be best

for the Dol to concentrate its effort on making the existing services

better known.

16 The Council made a number of recommendations (paragraph 7.20)

concerned with education in CAD/CAM techniques. The whole ares of

engineering education is being examined by the Government following
the report by the Finniston Committee. MNMore specifically there has
been considerable debate about the place of computing in the School
curriculum. The National Development Programme in Microelectronics
for Schools and Colleges recently announced by the Department of
Education and Science will give further attention to this issue, 1In
the case of computer studies and CAD itself progress is limited by
the availability of hardware and of trained teachers. Staff and
equipment shortages are also a barrier to the expansion of effory

in CAD/CAM in the higher education system. However, the wmiversities
and polytechnics are planning,with SRC help, to launch 5 new NSo
courses in computer aided circuit design. In the context of
employment-oriented continuing education there may be some Scope for
removing administrative restrictions and financial disincentives
which appear in some cases to prevent institutions of higher ang

further education from providing courses of the type suggested ang




.which industry and commerce would wish to use and be willing to pay
SR

for. DES is considering the implications of the recommendation that
vniversities should prepare post graduate courses on programming to
train students capable of writing major software programmes and
modifying existing software. Design engineering skills are one of
the Manpower Services Commission's (MSC) priority training areas and
the MSC will be exploring with the Industry Training Boards the

question of updating training in CAD.

17 In conclusion the Government welcomes the attention that thisg
ACARD report has focused on CAD/CAM. The Government is already
involved in many of the activities recommended by ACARD. It is taking
steps to improve further the co-ordination of its activities and it
will continue to keep under review those recommendations made by

the Council which require further action.




ANNEX 1

.*)L';PRRLML.NP OF INDUSTRY PROGRAMMES IN SUPPORT OF CAD/CAN

The Department spends about £3 million per annum in support of CAD/C AL
The major programme items ZTeéS follows:—

1 Computer aids for process plant design, manufacture and
operation at CADC funded through CMRB.

2 Development of a British CAD/CAM system funded by MEITRB ang
through the Pre Production Order Scheme,

3 Development and co-ordination of software for CAD of computers
funded through the Product and Process Development Scheme.

4 Integrated circuit design at RSRE funded by CSERB.
The following are funded by NENMTRB:-
Computer Aided Engineering at PERA

CAD system (demonstration project).

CAD for die, mould and pattern making at Cambridge University_

5

6

i CAD/NC machiniﬁg for tool making (demonstration project).
g \

o

CAM system for sheet metal duct work.
10 Flexible Manufacturing System (demonstration system).
11 Computer Aided Draughting and Design System.
12 Automa ted Draughting.

13 Computer Aided Technology in the Mechanical Engineering 1ndustry
CADC.

Advanced Numerical Stress and Structural Testing at NEL.
Computer Aided Manufacture at NEL.

Technology transfer at NEL and CADC.




ANNEX 2

SUMMARY OF RECOMMENDATIONS AND RESPONSES

Recommendation 1 para 7.4

We recommend that Dol should produce and disseminate information
on installation costs and training needs for CAD/CAN.

Response para 8

The Government accepts this recommendation. Considerable attention
is already given to improving awareness. Consideration will be
given to further effort.

Recommendation 2 para 7.4

We also recommend that Dol should maintain close watch on developments
overseas. I

Response para 9

The Government accepts the recommendation. A special effort is
already being made in the case of Japan where a scheme has been
agreed to use local consultants to obtain information over a wige
range of topics, Wider dissemination of -information obtained by
Research Establishments is being considered.

Recommendation 3 para 7.5

We therefore recommend that the Government should sponsor able
young people to work for a period overseas to learn about and
participate in CAD/CAN.

Response para 10

Discussions have taken place between Dol and the Fellowship of
Engineering, ©SRC will discuss the use of current schemes for the
purposes discussed by ACARD.

Recommendation 4 para 7.6 and Recommendation 5 para 7.9

We recommend that the advisory and bureau services of NEL and CADC pe
coordinated to form an Institute of Computer Aided Engineering,

We recommend that the Institute be relocated nearer the centres of
manufacturing industry,

Response para 4

Coordination between NEL and CADC is being improved. The Director of*
CADC has been appointed Director of NEL whilst retaining overall
-responsibility for CADC. The new NManagement will examine ways of
improving the range and accessibility of the laboratories' services
to industry. Relocation to a new site in the fory of an Institute
of Computer Aided Engineering is not ‘thought to be necessary.




. Recommendation 6 para 7.11

We recommend that the Government should consider how it might assist
companies to adopt appropriate CAD/CANM systems.

Response para 11

The Government accepts the broad recommendation. There are several
measures which assist companies including the provision of demonstra-—
tion systems. There are no plans for a scheme which involves the
initial leasing of eguipment for evaluation,

Recommendation 7 para 7.13

We recommend that the public sector as a whole considers how it can
promote CAD/CAN through its purchasing policy.

Response para 14

The Government accepts the recommendation. It believes that public
purchasing has an important role to play in stimulating innovation
and technical development throughout the public sector. There is
scope for applying this principle in the CAD/CAl area.

Recommendation 8 para 7.14

We recommend that the National Economic Development Council shoulgd
consider how market opportunities for the supply of CAD/CAM equipment
by UK companies should be tackled.

Response

NEDO will be making their own reply to this recommendation.

Recommendation 9 para 7.15

We recommend that Dol should undertake a study of Linked Business
Systems,

Response para 13

There is no formal study of Linked Business Systems under way at
present. The lMechanical Engineering and lachine Tools Requirements
Board (MEMTRB) of Dol is supporting the development of Linked
Engineering Business Systems in Industry which should provide valuable
practical experience.

Recommendation 10 para 7.16

We recommend that the Dol take the lead in improving coordination
between the various organisations involved in the wuse of CAD/Can,

Response para 6

There is already good liaison between the Computer Aided Engineerin.
and the Automated Small Batch Production Panels of NENTRB. Furthera’
consideration is being given to better coordination of the

activities of the various groups involved.




. Recommendation 11 para 7.17

We recommend that the Dol should promote the use of bureaux and user
clubs, o

Response para 15

Dol will explore the question of user clubs and bureaux but there

is already considerable activity in this field mainly in the private
sector. It may therefore be more suitable for Dol to concentrate

on making existing services better known,

Recommendation 12 para 7.20 and Recommendation 13 para 7.23

We recommend that computing principles be given more emphasis in
schools. Universities should include CAD at undergraduate level
and provide postgraduate course in programming. Existing staff
should be educated in CAD/CAM.

We recommend that management courses should consider the management
implications of the widespread use of CAD/CAMN.

Response para 16

Engineering education is being examined in response to the Fimmiston
Report. There may be scope for removing administirative restrictions
and financial disincentives which appear to prevent institutions
from providing coursesof the type suggested. The recently announceg
National Development Programme in Microelectronics in Schools will
give further attention to the place of computing in the school
curriculum.




PRIME MINISTER

The Advisory Council on Applied Research and Development

(ACARD) published its report on "Technological Change:

—_—
Threats and Opportunities for the United Kingdom" at the ™

beginning of the year. I was invited to co-ordinate the

e ey ———y

Government response, and the enclosed paper is based on the

detailed consideration of the Report undertaken by the

interdepartmental Industrial Policy Group (IPG). This

was circulated to colleagues, and the attached paper

reflects their comments. With your approval, I propose to

send it under a covering letter to the Chairman of ACARD,
e

Dr Spinks; to place the paper in the Libraries of both Houses;

——

and to draw attention to it by means of an arranged

Parliamentary Question.

2 The process of putting together the Government response
has been lengthier than I would have wished, largely because
of the bro;g—hature of its subject and the diffuseness of its
recommendations. In discussion with ACARD I have made it

clear that I should prefer the Council to address itself to

-
more closely defined topics; and this point, together with

_‘-—-_-_-—T—-.-‘-"
criticism of some other points in the report on which ACARD

shows itself to be ill-informed or naive, is also made in

the response.




3 I am sending copies of this letter and the enclosure to

the Chancellor of the Exchequer, the Secretaries of State for

Defence, Employment, the Environment, Foreign Affairs, Scotland,

Wales, Northern Ireland, Social Services, Trade, Energy and
Education and Science, and to the Ministers of Agriculture,
Fisheries and Food and Transport, to the Lord President, the
Paymaster General, Minister of State for the Civil Service

Department and to Sir Robert Armstrong.

K Jd
|6, December 1980
Department of Industry
Ashdown House
12% Victoria Street




ACARD REPORT ON TECHNOLOGICAL CHANGE
Draft Response to ACARD

Introduction

1 The report of the Advisory Council for Applied Research and
Development on "Technological Change: Threats and Opportunities

for the United Kingdom" was published in January 1980.

2  ACARD have made eight principal recommendations, one of which

encompasses four separate recommendations on small firms. The
majority of the recommendations are aimed specifically at
Government, and the Report also includes seven points of a more
general nature which for the purposes of this response have been

treated as recommendations.

3 Technological Change is an immensely wide and diffuse subject
on which conclusions are likely to remain at a fairly high leve]
of generalisation; and the more recent ACARD reports on
Biotechnology and Information Technology show thaty @oncentration
on a closely defined topic is likely to produce more clearly

focussed recommendations.

Economic Climate

4 Many of the ACARD recommendations call for greater direct
Government involvement in the promotion of technological change .
It is perhaps a pity that the Report omits reference to
Government schemes designed to stimulate awareness and adoption
of new or under-used technologies; for example the Micro-
processor Applications Project, Microelectronics Industry

Support Programme, the Product and Process Development Scheme

2




However, the Government is convinced that the greatest con-
tribution it can make to technological change is to create an
economic climate favourable to enterprise and growth; and an
important element in this, as ACARD suggests (para 2.4), is the
avoidance of unnecessary changes in fiscal and economic policy,
These are the primary objectives of this Government's policy.

A firmer monetary policy and cuts in public expenditure are
designed to secure the progressive reductions in inflation and
interest rates, which are now under way. A start has been made
on switching the burden of taxation from direct to indirect
taxes, and on reducing excessive rates of income tax, in order
to improve rewards and incentives. A variety of measures have
been taken to improve the working of the market - among thenm the
abolition of controls on foreign exchange movements, dividendg
and prices, changes in employment legislation and housing policy,
Administrative burdens on firms are being reviewed and eased .

A number of measures have been adopted, and others are under

consideration, for helping smallsﬁirms; an important source of

innovation and new employment. Klndustry has welcomed thesge

changes as offering the best prospect for financial stability
and a revival of enterprise. A determination to stick to these
policies, rather than the major expansion of Government
involvement in industry that seems to -be envisaged in some of the
ACARD recommendations, is most likely to give industry the
confidence to adopt new technology. When inflation and interest
rates have come down, the fiscal and economic climate will by

then already be found to have become more encouraging.




() Although not discussed in the Report, adequate real profit

levels are the critical influence on the ability of companies to
cope with technological change. It is therefore extremely
worrying that the real level of profitability, particularly in
manufacturing industry, has been on a downward trend for many

years, and more recently has reached damagingly low levels,

R&D Performance

7 Compared with leading OECD countries, the UK's rPerformance
over the last 15-20 years has been poor in areas such ag
productivity, value added per man and trade in finished
manufactures. The result has been slower growth and relative
economic decline. ACARD rightly identified research and
development carried out by industry for its own commercial
purposes as one of the most important elements in innovation
leading to a strong economy. Here the UK's record is
dramatically different from that of its competitors, with
industrial funding of R&D falling by 1O per cent in constant
price terms over the period 1967-75 whilst that in other leading

OECD countries rose by an average of 30-40 per cent.

8 R&D focussed on the innovation of products and processes
is increasingly important in determining industry's future
performances The Government will continue to invest in
development when the private sector would probably not g0
ahead without help and when the results are likely to be

to the public good. 3




The Science and Technology Act will be used for
this purpose, and particular priority will be given to

development projects likely to lead to marketable products.

New Industries and Services

q DMany of the new industries and services to which ACARD referg
(paras 3.1 to 3.11) have already attracted the support of the
Department of Energy and the Department of Industry's Research
Requirements Boards at the R&D stage. In choosing projects to
support, the Boards give priority to areas where industries baged
on new technologies might be generated and to research and
development projects that can be carried through to commercia]
fruition. Examples include electric vehicle technology,
composite materials, and process plant control and instrumenta-
tion. At the post-R&D stage, assistance is available under the
in partnership with private enterprise
Industry Act and through the NEB/to encourage the setting up of
new technology-based companies: (recent examples being the
support for the robot manufacturing company Unimation in
establishing production facilities in the UK, and the NEB/private

sectorinvestment in Celltech).

1® ACARD suggest (para 4.11) that many of those displaced by

increased productivity should be employed in service industries
b ]

thus wmproving the standard of many services. They cite in
support of their view the proportions of the Japanese and UK
national labour forces employed in manufacturing and service
industries. However, the Government doubts whether a complete

picture can be drawn from simple analogies based on the

4




experience of countries whose economic and social developments
are historically different from our own. It is customer demand,
rather than the availability of surplus labour, that is likely
to determine improvements in services; and the scope for such
improvements to generate substantial employment is limited

both by competition and the application of new service sector
technology. Overmanning would be highly damaging in thosge
service industries subject to international competition;

and any significant increase in costs in the tradeable goodg

sector is likely to lead to price rises.

11 The Government does however recognise the importance of
service sector industries. ©Such industries commonly flow
naturally from the technologies to which they relate and whoge
needs they serve; and if the climate is right and the time ripe
they should not need government help to make them flourjgh,
But in some areas, and notably in the development of software
systems and the like, some support can help to
stimulate and accelerate activity in rapidly-evolving fields.,
Thus, under existing support schemes, Department of Industry
assistance to the computer services industry, directed mainly
towards the development of software and systems, has amounted ¢
approximately &£l million per year over the past three years,

In view of the acknowledged importance to the UK of computen

skills, the Department of Industry, within its overall budget
L

5




will ensure that the Software Products Scheme and the Product

and Process Development Scheme continue to receive Priority.

Small Firms

12 The Government agree that small firms can and do play an
important part in the development and application of technological
change. However, it does not agree with ACARD (para 5.2) that g
major new study, along the lines of the Birch Report, of the role
of small firms is necessary in addition to work already in hang
in the Departments of Industry and Employment. We think

we know the conditions which have been hostile to small

firms. The Government's purpose in improving the
economic climate is to encourage the birthrate of new firmg (gg
well as the growth of existing firms), including high technology
firms, while removing such non-market obstacles to survival ag
excessive taxation and form-filling over which the Government

has influence.

13 The main thrust of Government assistance to small firpg
must continue to come through fiscal measures. and by creatiop ob
climate favouring enterprise (as discussed in para 4 above), But
worthwhile assistance for small firms is already availgble from

the taxpayer. Examples include the Microprocessor ﬁPPlication

Project, where over half the companies assisted have a turnovep &0

less than £2m, and the Manpower Services Commission Training

Opportunities Scheme (TOPS). TOPS has recognised the importance
of the small firm in Jjob generation by the development and expan
sion of the New Enterprises Programmes and Small Business Courses

14 ACARD suggest (para 4.5) that large companies with R&D
6




results which they do not intend to exploit commercially should

be encouraged "perhaps through fiscal measures" to set up or seek
out small firms better able to utilise such results. They
(ACARD) do not, howevenr, offer arypractical suggestions as to how this
might be done. There is evidence of increasing interest and
awareness on the part of large firms of their social role in
helping to create new employment where they themselves have been
the main creators of redundancies, but little of this activity has

so far been in the R&D field.

1> General business advice and technical counselling is already
available from a number of sources, such as the Department of
Industry's Small Firms Service, through CoSIRA in rural areas apg
through the SDA and WDA in Scotland and Wales respectively,

However, the Government will continue to examine what furthep help

can be given to small firms, including the possibility of a Scheme
to encourage more small companies to take up Research ASSOCiation

membershipar.

Technology Transfer

16 The Government concur with the ACARD comments on the
importance of the transfer of technology into the UK.. As well ag
lagging behind other industrial economies in its spending on
industrial R&D, the UK's technological payments to, and receipts
from, other industrialised countries are also lower than thoge ot
our major competitors. The National Research Development
Corporation (NRDC) is already assisting innovation in industry

in this country. To assist with the tramnsfer of technology‘ the

'




NRDC has engaged consultants in the USA to seek out new products
or processes which have been successful there, but which have
not yet been launched in Europe. The NRDC will then seek an
option to exploit the innovation while a suitable UK
manufacturer is sought to take on the licence. The Government
do not believe therefore, that a new agency is necessary for the
purpose of assisting the transfer of technology into the UK
(para 6.8). The task with the transfer of technology ig
to encoursge UK industry, as their foreign competitors are, to

to make more use
a large extent, apparently so mcouraged /of the opportunitieg
for them in this direction.- and we see the change of economic
climate as serving this purpose too.
17 While the Government accept the recommendation (para 6.9)
that staffing policies in both technical and commercial sectiong
of major overseas posts should be reviewed to see whether more

engineers should be appointed to them, any increase in thisg aspect

of embassy work could only be undertaken at the expense of other,

perhaps equally important, work in the post. The Government is
determined to reduce the size of the Civil Bervice, and any cutg

must be shared between the Home and Diplomatic Service.

18 The Department of Industry is however planning to make sope
funds available for special studies to be undertaken in Japan of
technological developments there and especially on OPPOrtunitieg
for joint ventures and licensing agreements. These studies are
likely to be undertaken by locally employed consultants, whg will
complement the work of the existing Science and Technology

Counsellor.




Overseas Projects

19 The reference in the ACARD Report (para 4.3) to large export
orders, and the recommendation that the machinery for tendering
for large overseas projects be examined, appear to be periphera]
to the subject of the Report and remote from the terms of
reference ACARD had set themselves. Concern was expressed about
this subject for a number of years, and in response the
Department of Trade established in 1972 the Overseas Projects
Board which represented both the public and private sectors
concerned with overseas projects. Much progress has since been
made in establishing a closer relationship between these two
sectors. OPG was involved in many successful tenders for
valuable overseas projects. In 1980 the work of OPG was taken
over by the new Projects and Export Policy Division, which jg
part of the Department of Trade but also provides a common service

to the Department of Industry.

Public Purchasing

20 The Department of Industry is taking the lead in initiating

measures to increase the enlightened use of public sector
purchasing to improve the performance and competitiveness of

United Kingdom industry, both at home and abroad.

ACARD's comment (para 4.14) on the use of the public sector'sg
purchasing power to improve our competitiveness in overseag trade
is under separate consideration in the light of the Council'g

further report on R&D in public purchasing.




Training and Education

21 ACARD consider the impact of technological change on
education and training in paragraphs 5.4-5.8 of the report.

The Government fully shares ACARD's view that technological change
has considerable implications for the organisation of education
and training (5.4). Government policy on industrial training
was outlined by the Secretary of State for Employment on

26 November. There is a need for greater flexibility in
training arrangements to meet the changing demands of industry,

and in particular, a need for wider opportunities for the

training and re-training of adults. Deficiencies in training

at technical level must be remedied if the best use is to be
made of new technology in modernising the economy (see para 5.5).
The Manpower Services Commission has recently been asked to come
forward with a scheme of distance learning - an "Open Tech"

in conjunction with existing technical colleges and colleges

of further education. More generally, the Department of
Employment are considering with the MSC and those concerned

in industry and education, proposals which would enable progress
to be made on all these training issues. The Government expect
to publish these proposals in the New Year. The specific
suggestions in para 5.6 of the ACARD report for increasing the
public sector's responsibility and for an earnings related

"training benefit" will need to be considered in this context.




The Government also recognise the need to improve the
supply of graduates in fast growing branches of technology
(including electronics, computer science and information
technology) . The Government is proposing to recommend
the setting up of a new engineering body under Royal
Charter following the recommendations of the Finniston
Committee Report. This body will make a contribution to

the development of engineering courses and the Government

is considering what other action needs to be taken.

Sectoral Activity: EDCs and SWPs Requirements Boards and
Research Associations

22 Two specific recommundations by ACARD concern the involvement
of the National Economic Development Council and its tripartite
sectoral Committees (para 6.5). It is already part of the

remit of EDCs and SWPs to consider technological change as

part of their work to improve the performance of their

industries. They were asked to give particular emphasis to

this work in 1979, A number have identified needs and
opportunities for technological change and made recommendations

to management and unions in their industries.

/However ...




However, in competitive conditions the job of developing
technological strategies - which presumably should be one element
in corporate strategies - is a matter for individual
companies. The role of EDCs and SWPs is therefore less to draw
up strategies for their industries than to influence the
strategies of individual companies. This process of influence

can be difficult, particularly in highly fragmented industrieg,

28 The reference to the involvement of Requirements Boards gng
the Research Associations with the development of technology
strategies perhaps takes insufficient account of present efforts
and past experience. The Requirements Boards have devoted
considerable effort to establish priorities for the allocatiop
of funds that they control and have sought close links with
the EDCs and SWPs. However, the EDCs and SWPs cover lesgs than
50% of the output of UK manufacturing, and it is therefore
necessary to supplement these links with wider discussionsg, The
Government's influence on Research Associations is now largely
through the contracts that it places with them, although there
are frequent policy discussions between officials and RA
management. In recent years the Research Councils have taken
more account of what industry wants andare willing to finance
by research contracts. ;

The Department of Industry has encouraged them in this approach

and has links with a number of programmes.

2% The ACARD recommendation (para 6.5) on the interfaceg between

EDCs/SWPs and industrial sectors touches on an area where action
is already in hand. The Steering Brief issued by the NEDC to
EDCs and SWPs early in 1979 asked the sectoral groups to

12




investigate the application of advanced technologies,

including microelectronics, in their own and customer industries.
A number of maker/user groups have been established between
EDCs and SWPs bringing together traditional suppliers of
manufacturing machinery and those of advance control systems
and information technologies. These joint groups have
identified specific supply problems and technological
gaps in development and production. Their work has also under—
lined the importance of formulating acceptable national ang
international standards to combat problems of incompatilbility
of equipment. While the Government will encourage EDCs/SWPg to
continue with some aspects of this work, it is not the Proper
function of the sectoral groups to become more deeply involveq

in detailed R&D considerations. Nor does the Government believe

that individual company representatives would welcome suoh g move

Key Materials

28 The Government agree with the ACARD comment (para P 3
the availability of key materials. An announcement was made in
Parliament on 19 May that industry were to be consulted on the
prospects for the supply of essential minerals and the
desirability of measures to improve continuity and Security of
supplies. The Government are now considering the results of
these consultations. A proposed European Community R&D

Programme on substitution is being supported by the UK.

Conclusion

26 The Government welcomes the public attention that thig ACARD

Report has brought to the area of technological change, ang will

15




keep under review those recommendations where further action nay

be needed. But it cannot accept that the role of the publie
sector should be expanded in the present economic circumstances.
The creation of a climate favourable to enterprise and rigk-
taking remains the principal contribution that the Government

can make to technological change.

Department of Industry
December 1980
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SWITCHBOARD 01-212 7676
Secretary of State for Industry
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Mike Pattison Esq
Private Secretary to the
Prime Minister

10 Downing Street '//’W

London SW1

pew\ Mike, /
Thank you for your letter ofxg/govember about

the draft response to the ACARD Report on
'Computer Aided Design and Manufacture'

We will look again at the draft in the light

of the Prime Minister's comments and let you
have a revised version as soon as possible.

. Horge-
CECILY MORGAN

Private Secretary
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From the Private Secretary 3 November 1980

o/w (R

The Prime Minister has seen ycur Secretary of State's minute
of 27 October, in which he sought approval for a Government
response to the Advisory Council for Applied Research and Develop--
ment's report on "Computer Aided Design and Manufacture'.

The Prime Minister does not like the draft. She believes
it important to stimulate an informed debate on the kind of issues
raised in reports like this from ACARD: indeed, she seces thisrole
as a major justification for retaining the Council. But a number
of paragraphs in the suggested response seem designe? to make
soothing noises as an excuse for Government inaction on recommendsa-
tions, without spelling out the reasons for Government preference
to do nothing. Mrs Thatcher has no objection to the Government
rejecting recommendations, but she would like to see the reasons
set out in a much snappier fashion.

The Prime Minister would therefore like the Department of
Industry, as lead Department, to reconsider the whole tone and
flavour of the proposed Government response. She feels that a
response like the present draft simply means that the Council's time
has been wasted in the exercise.

I am sending copies of this letter to David Omand (Ministry of
Defence), Andrew Hardman (Department of Employment), Jeff Jacobs
(Department of the Environment;, Bernie Merkel (DErS), Mary Bowden
(Department of Education and Science), Barbara Riddell (Department
of Traasport), Peter Jenkins (HM Treasury) and David Wright (Cabinet
Office), and to Gerry Spence in the CPRS (who will not have received
your Secretary of State's mirute with the proposed response),

spns <

Mo Pl

Mrs Catherine Bell,
Department of Industry.




PRIME MINISTER

ACARD reported this year on 'Computer Aided Design and
Manufacture'. Keith Joseph suggests a Government response,
Earlier in the year, you agreed that ACARD had a continuing
role, at least for the present. It seems to me that its role
is only really valid if it manages to generate some public
debate. (I learned incidentally that these ACARD pamphlets
a;;rgghght by some 5 - 8,000 people through HMSO outlets.
This shows that there is a real interest on which one—ghould

try to build.) It can help in the kind of areas you
discussed with John Ashworth.

This kind of Government response seems to me to be designed
to stifle debate in a blanket of soothing bureaucratic Noises,

If the exercise is worth while at all, surely it would be e
better to have something snappier, backed up by much more

- . . . — ~
detailed justification in the areas where ACARD recommendationg

are rejected.
Do you approvg the proposed response or would you like to

ask Keith Joseph for something in a completely different
tone?

31 October 1980
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10 DOWNING STREET

From the Private Secretary

DR. ASHWORTH
CENTRAL POLICY REVIEW STAFF

The Prime Minister was grateful for the notes you
submitted earlier this month, following up your conversation
with her. I now return your copy of the NRDC report, and
the booklet on the French approach to national innovation,
(with added value!).

We hope to be able to go ahead with the function for
entrepreneurs and financiers early in the new year. I will
be in touch with you again about this.

The Prime Minister's spesch on 25 February is to the
Parliamentary and Scientific Committee - this will be a much
larger function than is implied by a Parliamentary Select
Committee, see attached letter.

The Prime Minister is content to drop for the present the
question of the use made by foreign companies of UK university
laboratories.

I look forward to receiving the list of Wolfson Foundation
supported units.

M. A. PATTISON

27 October 1980




The Advisory Council for Applied Research and Developument (ACARD)
published its report on 'Oomputﬁf/ﬁidg& Design and Manufacture!
in February 1980 and you invited me to co-ordinate the Government
response. I suggest that, with your approval, the reply should
take the form of the attached paper, under a covering letter

from me to the Chairman of ACARD, Dr Spinks. The text has been
agreed at Ministerial level with the Departments of Defence,

—
Ewmployment, Environment, Transport, Health and Social Security,

— — e—— — ————
Education and Science, the Treasury and has been seen by
p—— w—

Sir Robert Armstrong. The paper would also be released to

the press.

2 A summary of the recommendations of the ACARD Report and
the Government's responses to them is provided for easy

reference as Annex 2 to the paper.

% I am copying this minute to the Secretaries of State for
Defence, Ewployment, Environment, Health and Social Security,
Education and Science, the Minister of Transport, the Chancellor

of the Exchequer and Sir Robert Armstrong.

4

K J
2 7 October 1980

Department of Industry
Ashdown House
12% Victoria Street




. RESPONSE TO THE ACARD REPORT ON COMPUTER AIDED DESIGN AND MANUFACTURE

1 The report of the Advisory Council for Applied Research and
Development (ACARD) on Computer Aided Design and Manufacture (CAD/CAM)
was published on 6 February 1980. The Department of Industry was
invited to co-ordinate the Government response and this reply
incorporates views and comments from several Departments, and from

the Science Research Council (SRC). Annex 2 summarises each of the

ACARD recommendations and the relevant Government response,

2 For the purposes of this response CAD/CAM is taken to include
the use of computers in design, manufacture and testing as well as
I e —
the extension to estimating, production planning and stock control
involved in Linked Engineering Business Systems.
k] The Government welcomes this report from the Advisory Council
drawing attention to an-Z;;ortant area of technology and to the
benefits that are already being experienced by UK industry from its
application. It supports the Council's view of the economic advantage
that could be deri:;E from wider adoption of the technology and it
believes that important elements in securing that adoption are, +that
the economic conditions under which industry operates should be
improved and that there should be increased awareness of the potential
of the technology. The adoption of advanced technologies such as

CAD/CAM at a rate comparable to our major industrial competitors is

essential for the future of British Industry. The Government notes

that comments in this report to the effect that although other countriesg

are at present in advance of the UK the position is not irretrievable

and it is therefore important that efforts shoyld be made by all +to

secure the advantages of these techniques. The main responsibility




2

clearly rests with industry but the Government accepts that for the

-

—

present it has a role to improve awareness and to provide encouragement

—

and support to help to accelerate the pace of application, within
the limited resources available for public expenditure. Support for
R&D via the tax-payer is important when private investors have

difficulty in assessing the benefits of new techniques and are likely

to underinvest in the state-of-the-art research from the point of viey

of society in general. Research aimed both at advancing the technology

and demonstrating its benefits is therefore an area where Government
can play a valuable role. A 1list of projects supported by the
Department of Industry is at Annex 1; it includes work in the
Department's own laboratories and in industry. ©Some of the industrig]

projects are "demonstration projects" in which access is provided

to potential users of similar systems who can see them in operation,

4 The Government endorses ACARD's view (paragraph 7.6) that the
A
Dol Research Establishments (the National Engineering Laboratory, NEL,
at East Kilbride and the Computer Aided Design Centre, CADC, at
Cambridge) should play a significant role in providing advice on
CAD/CAM to industry. However, it does not feel that the creation
of a new institute would significantly aid the process. Steps havye
already been taken to improve co-—ordination between the two
establishments by appointing the Director of CADC as Director of NEL
and giving him overall responsibility for both organisations. an
important task of the new management will be to examine ways of
improving the range and accessibility of the services provided g

industry. It is also felt that the costs of relocation to a new

site would not be justified.

& The two laboratories draw part of their financial support from

the Dol Requirements Boards and part from outside sources, including




. repayment work from industry. In the case of CADC the amount of

industrial repayment work is now 37 per cent of the cost of the

Centre and it is hoped to increase this in the future.

6 The Mechanical Engineering and Machine Tool Reguirement Board
(MEMTRB), the largest Dol customer in this field, is currently
advised by the Computer Aided Engineering Committee and by the
Automated Small Batch Production (ASP) Panel. In response to the
ACARD recommendation (paragraph 7.16) that the co-ordination of
research should be improved the effectiveness of the links between
these two bodies is being considered. This committee structure will
retain its present advisory role in respect of corresponsing

Science Research Council programmes. liore generally, co-ordinating

machinery has been established across the broad range of the Department's

(and Science Research Council's) activities in the field of CAD/CAM.

i 6 Paragraphs 4and 6 above outline the proposals for improving
co-ordination on both the customer and contractor sides of the
customer—-contractor relationship. Industry is represented on the
customer side through the Requirement Boards and on their advisory
committees, as it is on appropriate SRC Committees. Co-ordination is
being improved in respect of Dol's other activ:ties involving the

supply industry, which is discussed in paragrapi 2 below.

8 Government accepts the suggestion (paragraph 7.4) that Dol
should take responsibility for producing and disseminating information
and for promoting awareness of CAD/CAM. NEL already disseminates
information on the cost of installation of CAD/CAN equipment and has
run seminars for industry and others on CAD/CAM. The main thrust is
on training and giving practical experience of using CAD/CAN systems.

Seventeen three day courses have taken place over the past five years
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. and the majority of the participants have been from industry. CADg

runs courses to instruct operators in the use of software under licence
from CADC. It also acts as a "clearing house" through its Computer
Aided Engineering Support Unit which assesses useful software packages
and vegisters them in a library. Relevant work being done, for
example, at the Research Establishments of the Departments of
Environment and Transport could be included in any information
dissemination exercise. ACARD made a comparison with the Dol's
successful microelectronics awareness scheme (paragraph 7.4); However,
the composition of the audience to be addressed is somewhat different,
in the case of CAD/CAM, as is the scale of investment which may be
involved in many cases. The.Department is currently examining the

ST N S —m—

need for further awareness activities in +the CAD/CAM area.

9 Government accepts the ACARD recommendation (paragraph 7.4) that
the Department of Industry should maintain a close watch on develOpments
overseas. The Department already has very close links with the Science
Counsellors in five Embassies (Bonn, Paris, Washington, Tokyo ang
Moscow)and it has a network of sources of information elsewhere,
Reports on the development of CAD/CAM and its applications are inclugeg
in the despatches from these posts. Arrangements are in hand to
increase the flow of information from Japan by the use of loecal
consultants. NEL and CADC also monitor developments overseas ang

the possibility of disseminating this information more widely ig

being examined.

10 The Department of Industry has had discussions with the
Fellowship of Engineering arising out of the ACARD suggestion
(paragraph 7.5) that the Government should sponsor young people to
work for a period overseas to learn about and participate in CAD/C Ay

developments. This recommendation clearly has broad application to




. other areas of technology and it will be studied carefully. We
VAN AAAAAAPN P, CANP e,

believe that for a scheme to be most effective it should be aimed

at people with industrial experience. Some schemes already exist
within the Science Research Counci.l which could provide the sort of
support ACARD has in mind. The discussions with the Fellowship of
Engineering and the SRC about how these existing schemes could be
better used and about whether additional funds are necessary will
continue. In addition the Engineering Industry Training Board
P\

operates a Manufacturing Management Fellowship Scheme for trainee
managers under which a number of young people pay short visits over-

seas to study, among other things, the impact of technology such as

CAD/CAM ,

11 The Government accepts the recommendation (paragraph 7.11) that
it should consider how it might further assist companies, particularly
those of small or medium size, to adopt appropriate CAD/CAM systems.
The Council will be aware of the particular importance that the
Government attaches to the role that smaller companies play in the
economy. It already has a number of schemes specifically directed
towards their assiétance. For example the Manufacturing Advisory
Service (MAS) provides consultancy on modern manufacturing methods

to companies with less than 1000 employees. Twenty five projects on
CAD/CAM are already complete and a further eleven are in progress,

The assistance to industry through demonstration projects, such as
that at Baker Perkins, is a successful way of promoting the
development of the technology. The Teaching Company Seheme jointly
funded by Dol and SRC is also a route for the encouragement of the

use of CAD/CAM in industry. There are currently 33 projects and

about a guarter of them involve computer aided engineering. In these,

Associates, closely connected with a nearby university or polytechnic




. work with the partner firm. In several cases CAD turnkey systems

have been installed in the firm or university and can be used for the
firm's own problems and also for demonstration to other firms and
students. The resources of the Government research laboratories are
available on a repayment basis to industry for specific tasks and
industrial collaboration is encouraged. Companies can also submit
proposals to the Reguirements Boards and apply for support under the
Product and Process Development Schemes. In collaboration with
Universities and Polytechnics they can apply for support from the

SRC under its Co-operative Grants Scheme. MNMany commercial organisations
offer bureau services and there are thus many ways in which industry
can obtain advice, both from the private and public sectors. The
Government believes that encouragement of the use of CAD/CAM systems
through the initial leasing of eguipment is a matter for the

commercial suppliers to consider. It has no plans to provide financial

support for this purpose.

12 Government is aware of the importance to be attached to the
supply of CAD/CAM equipment by UK manufacturers in view of the large
potential market as the pace of application increases; the market

for large turnkey systems is at present dominated by American
- ——
manufacturers. It is important that the UK supply industry should be
e e
sufficiently closely associated with any new Govermment initiatives

for it to benefit from resulting stimulation. The sooner industry ig
aware of these initiatives the better it can respond. A British
company is developing a compet itive system in partnership with the
taxpayer. Other less comprehensive systems, mainly for drafting, are
available from several UK firms., MNuch software development is carrieg
out in the Universities and public sector research establishments,
Where appropriate these can be marketed either by the originator or

through the NRDC companies Compeda and Genesys. NRDC has been




. providing development finance for joint ventures and engaging in

technology transfer from public sector organisations for some time,
Currently some 30 projects on CAD/CAM are supported by NRDC with an
authorised investment of almost £7 million; a further 25 projects are
under assessment. The need for standards and new software tools are
two of the subjects of a study by Dol and the Electronic Engineering
Association (EEA). One of the benefits of this study should be to
help the supply industry by providing relevant information. The
National Enterprise Board has been involved in discussions on the
development of a CAD/CAM system with a view to producing a new UK

initiative in this area.

13 The report recommends (paragraph 7.15) that Dol should study
Linked Business Systems. Although there are no plans for a formal
study at present MEMTRB are involved with industry in developing
Linked Engineering Business Systems. The practical experience gained

in this way will be very valuable.

14 The Government accepts the recommendation (paragraph 7.13) that

Departments should consider how they can promote applications of
N — e ——
CAD/CAM through their own purchases. The Government believes that

it has an important role to play in stimulating innovation and
TN - —~ —
technical developments through the use of public purchasing throughout

the whole of the public sector. For example, it is urging the
nationalised industries, as far as it is consistent with their overall
objectives, similarly to have regard in their purchasing to the

need to promote new technology and the interests of UK manufacturers,
The potential of this approach for encouraging the wider use of

CAD/CAM will be examined.
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. 15 ACARD suggest (paragraph 7.17) that Dol should promote the yge

of CAD bureaux and user clubs. The Dol will explore the question

;;kifer clubs possibly at a Research Association or a Government

Research Establishment. Its enguiries so far indicate that there
are at least forty organisations currently offering various CAD
services and some manufacturers of CAD/CAM equipment provide advice
on a user club basis. A number of Research Associations such ag
PERA and MTIRA are also active in the field. The need for furthepr
effort therefore requires careful consideration and it may be best
for the Dol to concentrate its effort on making the existing services

better known.

16 The Council made a number of recommendations (paragraph 7.20)
concerned with education in CAD/CAM techniques. The whole area of

engineering education is being examined by the Government following
the report by the Finniston Committee. More specifically there hag

been considerable debate about the place of computing in the school

curriculum. The National Development Programme in Microelectronics
T e T et e T s

for Schools and Colleges recently announced by the Department of

Education and Science will give further attention to this issye,

the case of computer studies and CAD itself progress is limiteq by

% ¢ |

the availability of hardware and of trained teachers. Staff ang
h
equipment shortages are also a barrier to the expansion of effort

in CAD/CAM in the higher education system. However, the universitjeg

and polytechnics are planning,with SRC help, to launch 5 new MSe

courses in computer aided circuit design. In the cont;;;T;¥--‘"“

employment—oriented continuing education there may be some scope for
removing administrative restrictions and financial disincentives
which appear in some cases to prevent institutions of higher ang

further education from providing courses of the type suggested ang




o,
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. which industry and commerce would wish to use and be willing to pay

for. DES is considering the implications of the recommendation that
universities should prepare post graduate courses on programming o
train students capable of writing major software programmes and
modifying existing software. Design engineering skills are one of
the lManpower Services Commission's (MSC) priority training areas and
the MSC will be exploring with the Industry Training Boards the

question of updating training in CAD.

17 In conclusion the Government welcomes the attention that this
ACARD report has focused on CAD/CAM. The Government is already

involved in many of the activities recommended by ACARD. It is taking

steps to improve further the co-ordination of its activities ang it
will continue to keep under review those recommendations made by

the Council which require further action.,
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@ DEPARTMENT OF INDUSTRY PROGRAMMES IN SUPPORT OF CAD/CAM

The Department spends about £3 million per annum in support of CAD/C AN
The major programme items areas follows:-—

1 Computer aids for process plant design, manufacture angd
operation at CADC funded through CNMRB.

2 Development of a British CAD/CAM system funded by MEMTRB ang
through the Pre Production Order Scheme.

3 Development and co-ordination of software for CAD of computers
funded through the Product and Process Development Scheme, 2

4 Integrated circuit design at RSRE funded by CSERB.
The following are funded by MENMTRB:=-
Computer Aided Engineering at PERA
CAD system (demonstration project).
CAD/NC machining for tool making (demonstration project).
CAD for die, mould and pattern making at Cambridge University'
CAM system for sheet metal duct work.
Flexible Manufacturing System (demonstration system).
Computer Aided Draughting and Design System.
Automa ted Draughting.

13 Computer Aided Technology in the Mechanical Engineering Indug
at CADC,

try
14 Advanced Numerical Stress and Structural Testing at NEL,
15 Computer Aided Manufacture at NEL.

16 Technology transfer at NEL and CADC.




SUMMARY OF RECOMMENDATIONS AND RESPONSES

Recommendation 1 para 7.4

We recommend that Dol should produce and disseminate information
on installation costs and training needs for CAD/CAM.

Response para 8

The Government accepts this recommendation. Considerable attention
is already given to improving awareness. Consideration will be
given to further effort.

Recommendation 2 para 7.4

We also recommend that Dol should maintain close watch on developments
overseas.

Response para S

The Government accepts the recommendation. A special effort is
already being made in the case of Japan where a scheme has been
agreed to use local consultants to obtain information over a wide
range of topics, Wider dissemination of information obtained by
Research Establishments is being considered.

Recommendation 3 para 7.5

We therefore recommend that the Government should sponsor able
young people to work for a period overseas to learn about and
participate in CAD/CAN.

Response para 10

Discussions have taken place between Dol and the Fellowship of
Engineering. SRC will discuss the use of current schemes for the
purposes discussed by ACARD.

Recommendation 4 para 7.6 and Recommendation 5 para 7.9

We recommend that the advisory and bureau services of NEL and CADC pe
coordinated to form an Institute of Computer Aided Engineering,

We recommend that the Institute be relocated nearer the centres of
manufacturing industry.

Response para 4

Coordination between NEL and CADC is being improved. The Director of
CADC has been appointed Director of NEL whilst retaining overall
responsibility for CADC. The new Management will examine ways of
improving the range and accessibility of the laboratories' services
to industry. Relocation to a new site in the form of an Institute

of Computer Aided Engineering is not thought to be necessary.




Recommendation 6 para 7.11

We recommend that the Government should consider how it might assist
companies to adopt appropriate CAD/CAM systems.

Response para 11

The Government accepts the broad recommendation. There are several
measures which assist companies including the provision of demonstra-
tion systems. There are no plans for a scheme which involves the
initial leasing of equipment for evaluation.

Recommendation 7 para 7.13

We recommend that the public sector as a whole considers how it can
promote CAD/CAM through its purchasing policy.

Response para 14

The Government accepts the recommendation. It believes that public
purchasing has an important role to play in stimulating innovation
and technical development throughout the public sector. There is
scope for applying this principle in the CAD/CAM area.

Recommendation 8 para 7.14

We recommend that the National Economic Development Council should
consider how market opportunities for the supply of CAD/CAM equipment
by UK companies should be tackled.

ResEonse

NEDO will be making their own reply to this recommendation.

Recommendation 9 para 7.15

We recommend that Dol should undertake a study of Linked Business
Systems.

Response para 13

There is no formal study of Linked Business Systems under way at
present. The Mechanical Engineering and Machine Tools Requirements
Board (MEMTRB) of Dol is supporting the development of Linked
Engineering Business Systems in Industry which should provide valuable
practical experience.

Recommendation 10 para 7.16

We recommend that the Dol take the lead in improving coordination
between the various organisations involved in the use of CAD/CAM,

Response para 6

There is already good liaison between the Computer Aided Engineering
and the Automated Small Batch Production Panels of MEMTRB. Further 3
consideration is being given to better coordination of the
activities of the various groups involved.
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. Recommendation 11 para 7.17

We recommend that the Dol should promote the use of bureaux and user
clubs.

Response para 15

Dol will explore the question of user clubs and bureaux but there

is already considerable activity in this field mainly in the private
sector. It may therefore be more suitable for Dol to concentrate

on making existing services better known.

Recommendation 12 para 7.20 and Recommendation 13 para 7.23

We recommend that computing principles be given more emphasis in
schools. Universities should include CAD at undergraduate level
and provide postgraduate course in programming. Existing staff
should be educated in CAD/CAM.

We recommend that management courses should consider the management
implications of the widespread use of CAD/CAN.

Response para 16

Engineering education is being examined in response to the Finniston
Report. There may be scope for removing administrative restrictions
and financial disincentives which appear to prevent institutions
from providing coursesof the type suggested. The recently announcea
National Development Programme in Microelectronics in Schools will
give further attention to the place of computing in the school
curriculum.




PRIMe MINISTER

In your conversation with
John Ashworth, you asked him to '"imagine

we are French and construct a programme'.

In this box, there are several
short pieces from Dr. Ashworth reporting
on developments in the areas you discussed.
ne suggests that you might Like to glance
at the attached booklet. It is precisely
what you had in mind - the French approach
to conMa rogramme of innovation

encouraged from the centre.

/7

Mo

22 October 1980
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THE PRIME MINISTER'S INITIATIVES LK w4 z “ C,Vou_
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: I undertook to ensure that the note on the problems of private Semall
imtors and availability of venture capital commissioned from ks 3 ms)
ACARD would constitute a background brief for the Prime Minister 5
when she met British bankers. This work is now underway and should

AT L
be completed by early December.

2. I have been giving some thought to the idea of the Prime Minister

hosting a function designed to bring entrepreneurs and financiers

— T .
together. I think it a good idea and, subject to any thoughts you
———
might have, would suggest some time in January. The Prime Minister's

programme (as far as I am concerned) might therefore look:

early December - receipt of ACARD note

early January meeting with entmpreneurs/'bankers

—

25 Februa Speech to Parliamentary Select Committe
ry e,

e —

I think it important to have at the January function a number of those,
like Mr Naylor of Job Creation Limited and Mr L Cary of Venture Capital

Reports, who have themselves successfully created small businesses

designed to make a profitable commercial venture out of bringing entre-—

preneurs and financiers together in novel ways. Indeed I think the
more of these the better — especially as I imagine the Prime Minister
would not normally expect to see such people in other fora.

3. I hope to let you have a complete list of possible Wolfson Foundation

supported units next week. The latest, slightly bizarre, success hag

been the development by a group at Strathclyde University of a novel

fermentation method for the production of soy sauce. The product is

currently undergoing trial market testing and will go into volume Production
if this is satisfactory. The new process is so much cheaper than that
currently employed that those concerned are confident that they will not
only be able to satisfy growing UK demand but have high hopes of exporting
to Japanl

4. I have made discrete enquiries about the chances of Dr Cesar Milstein

(inventor of the mono-clonal antibody technique) being awarded a Nobel




Prize. He has been m;q::in.atedl is felt to have a good chance and we

will know tomorrow when I believe the announcements will be made in ,¢
Stockholm. However, any action by the UK government to press X’/ldw /I(_a(“"
Dr Milstein's case is likely to be counter-productive. aud M?“L‘é

5. I have made further enquiries into the use made by foreign W
companies of UK university l-sggmtoriea. The Prime Minister said she

wanted to take this up with both Sir Keith Joseph and Sir Raymond

Pennock. On reflection my advice would be to let the issue drop for

the following reasons:

(a) Many UK companies are currently suffering from severe
cash flow problems and are having to retrench wherever they
can - this retrenchment frequently includes the more long term

and speculative work they might commission from the Universities.

(b) The reputation of UK Universities as centres of excellent
research is deservedly very high and present Government policy
is encouraging them to capitalise on this reputation wherever

and however possible.

(c) A combination of (a) and (b) above has meant that a number
of Universities have found it easier to interest foreign, rather
Ty e )
than UK, companies in their contract research and development
—y TS W

facilities.

On balance this will mean that foreign money will maintain, in UK
A ——— ..,

Universities, facilities which would otherwise be likely to g&w
or which would have to be supported by public funds. These facilities
Will be available to UK firms when they are again in a position to make

use of them. The situation may be irritating but it is understanda‘ble
and I do not see how the Government could affect things without pre-
judicing other, more important, policy objectives.



EXISTING AVAILABILITY OF VENTURE CAPITAL

The investment climate for new small companies has changed quite markedly
since I first started canvassing opinion on this topic in 1978 (in
connection with the work published as the ACARD report on Industrial
Innovation). 1In part this seems to have been due to the establishment
of "small firms" or "new venture" divisions of banks (clearing as well

R nitate -
as memha.n‘l:i and no doubt in part also due to the tax changes announceq
P ———————
in the last budget and the other initiatives taken by the Government.

As an indication of this change Mr P Naylor of Job Creation Limited
(itself an innovative new company) tells me that he has no trouble finding

capital for his (often mther__;isky) projects in depressed areas and

Mr L Cary of Venture Capital Reports Limited (another innovative new

company) has been able to maintain a creditable 30% success rate in
finding financial backing for entrepreneurs — and it seems likely that
entrepreneurs only go to the likes of Venture Capital Reports Limited
as a last resortl

2. However, although the investment climate might be changing it is
still too early to tell whether actual performance, in terms of the
successful establishment of sound businesses, has really changed. 1Ip
the crucial area of new technology based firms (NTBF‘a), for example, it
is too early to tell whether the new-found enterprise of the NRIC wil)
be commercially profitable.

3. It seems, therefore, that the Prime Minister will be more likely
to be able to point to some promising signs and hopeful beginnings in

this area by February 1981 rather than solid achievements. It is likely
I ————————

that the Advisory Council for Applied Research and Development (ACARD)
in its reply to the Prime Minister's request for advice on the problems
of the private inventor will reiterate the opinion they expressed in
their 1978 report on Industrial Innovation, viz that the most effective
help that can be given would be to establish some form of loan guarantee

scheme in conjunction with tax relief for equity invesiment in NTBFg by

private individuals and modest alterations in the way losses can he @

written off for tax purposes. o




4. There are signs, however, that real problems are developing at

what is coming to be called the "post-development gap". This is a

term for the shift in emphasis (managerial as well as financial)

when an innovative product or process ceases to be an exciting piece

of high-technology and becomes a mundane, but potentially very pI‘Ofi‘ta.'ble,
article of general commerce. The finance needed to bridge the "post-
development gap" is often far greater than that needed to bridge the
"pre-development gap" between research and development. It is usually
far beyond the resources of the likes of the NRIC or small companies

and, as the attached article from the Financial Times of 25 September
points out, has presented UK companies with awkward problems in the past.

—
Se I hope that in briefing the Prime Minister the clear distinction

is made between venture capital needed to start new Erms, or new
. g

businesses within existing firms (the "pre-development gap") and that

venture capital needed to maintain an a.degu_z-x_te market share in a growj_ng

market which is consequently attracting foreign competition ("post-

development —g;p" ¥
P ——————
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- Exploiting

skills

BY DAVID FISHLOCK

EVERYONE knows that Britain’

once led the world in radio-
astronomy  because of its
- % ploneering radioc-telescope at
Jodrell Bank. But that was back
" in the Fifties, Fewer know that

0]

_as a.direct result British indus-

try led the world in the Sixties
with its earth stations modelled
on Jodrell Bank which picked

satellites. _
Like so many other markets
for novel products of high-
technology the one for large
earth ‘stations has long been
lost to the Americans and the
Japanese. It wasn't a case of
- Britain® failing to develop a
scientific . invention, but of
Britain® failing to mount a
cohierent  imdustrial policy
capable of sustaining from
“profits:-the. unending input of
~cash and skills advanced tech-
nology demands.

Indispensable

On "a grander scale Rolls-
Royce made precisely the same
mistake in the ixties. It
gravely under-estimated the
finanecial and -other resources
‘needed to translate a brilliant
new three-shaft concept of aero-
-engine design intg the RB-211,
‘A decade later it can point to
700 engines in service—includ-
‘ing some in the North Sea—and
‘orders for another 500, with
mew developments in the pipe-
line which suggest a production
of at least 250 RB-211 engines
a year in the early 1980s. Top
of its attractions for airlines,
Rolls-Royce engineers say, is
that they expect to mainrtain a
45 per cent advantage in fuel
consumption over all rivals
throughout the decade. This
fuel economy is a direct result
of harnessing high technology;
0f more -advanced materials
.operated at higher tempera-
tures.

o\ ¢« But had Rolls-Royce been a
e_,‘-* ‘more typical British industrial

%;‘50\»: %)
A

—

‘}z“"l situation, it would = have
N @D . vanished in 1971. Only “the

fact that it was an indispensable
source of engines for military
-aircraft, warships and sub-
-marines obliged the government
to keep it alive as a state-owned
Jorganisation. .
With publication today of
the eighth report from ACARD,

w the Advisory Council for
)\-/’ e = Applied Research and Develop-
M [ ment—the body which has
\a". P replaced the office of the

government's chief scientific
adviser—it is becoming increas-

up the whisperings of the first+

24 fx%s
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our

ingly clear that the development
gap: from which Britain is o
often said to be suffering is ip
& significantly different place
from: the one normally  per-
ceg;,d-_ ey i ‘
A BT
.that due to ths-ralgc!gh?ﬁn:?
British  scientists, ‘engineers,
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1. The latest annual report of the NRIC (attached) records the
retirement of Mr W Makinson as Managing Director and the appoint-
ment of Dr J C Cain as his successor. A number of other changes
are reported which are probably not unconnected with this change

in management:

(a) a 40% rise in authorised new projects (from 113 in 1978/79
to 157 in 1979/80) and hence in expenditure

(b) the establishment of a new subsidiary (Finovia Limited)

to provide finance for leasing activities
e A A A b A T
it P e |

(¢) the establishment of the Small Company Innovation Fund
h
(SCIF) with £2 million capital to provide tailor made financial
ﬁ
packages for small companies was foreshadowed in the report and
—

announced on 23 September.

2. The report shows that the NRDIC has responded to the criticisms
of those, including the Advisory Council for Applied Research and
Development (ACARD), who have been keen to see a more aggressive and

entrepreneurial spirit.

3, The Financial Times leader on 25 September (copy attached) seems
to me to be a fair comment and, interestingly, makes a point I made
earlier about the need to provide the NRIC with com&e&ion in the form
of increasing the "number of decision-making units withing the public

sector".
e
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'I'III-:RF: is one category of public
spending on industry which
“evokes a degree of sympathy,
if not wholehearted approval,
from Sir Keith Joseph, the
Industry Secretary. The
encouragement of research and
development has emerged in
discussions within the Govern-
Jnent and at the National
Economie Development Council
‘ias one of the few forms of
Government industrial interven-
fion which commands wide-
spread support. Britain’s main

roblem, however, seems not to
e 50 much a lack of invest-
ment in research and develop-
ment in relation to national
income—R and D spending
seems to be comparahle to that
in the U8, Germany, France
and Japan. Still less is Britain
suffering from a shortage of
scientific talent. The problem
%eems to be the inability of
Pritish companies and financial
institutions {o put finance, tech-
nology and production manage-
ment together efficiently to
generate marketable new pro-
duets,

Joint ventures

The National Research
Development Corporation exists
partly to help fill this gap in
Britain's corporate and finaneial
system, by investing publie
money in joint ventures on the
“technological frontiers" where
Pritain's private sector financial
institutions frequently fear to

. tread. The difficulties facing any
Government initiative to stimu-
late technological achievement
are {lustrated in microcosm hy
the NRDC's annual report, pub.
lished on Tuesday.

The NRDC's finaneial suceess,
based mainly on licence income
from a number of spectacularly
successful projects, particularly
in pharmaceuticals, has exposed
it to a line of criticism unknown
in other parts of the public
sector. 1t is widely accused of
spending too little money. In
the past ten years it has
appeared to many technologists
to have adopted an unduly

' cautious stance and the manage.
ment’s chief embarrassment has
béen the corporation’s inability
to spend as much on new pro-
Jects as it receives from its
Heence income, Its borrowing
limit of £50m, set in 1967, has
never been approached and in
¥acent vears it has repaid loans
fo the Department of Indusiry
and ended up with a substantial
¢ash surplus.

% The Wilson Committee's criti-
gism, that the NRDC does not

.

(Perhaps the most

do enough to support innovation
among the smallest companies
and entrepreneurs and that it/
should play a more active role
in seeking out investment oppor-
tunities, is  being  partly
answered this year by the estab-
lishment of a new fund to invest
in small companies and start-
ups. But this will make only a'
marginal contribution.

The general worry about the'
lack of suitable opportunities
for a marriage between the
NRDC's resources and the pri-
vate sector's technological
achievements remains.

The ™ NRDC's experience
suggests that too much cannot
be expected ' from selective
Government  intervention in
commereial research and
development, If their activities
are governed by the sort of
reasonably stringent profitability
criteria which the NRDC adopts,
there is no reason' to expect
public servants to be any more:
enterprising  and less risk-
averse than private ' investors.
The fact that the public sector
treats its scientific employees
just as meanly, in relation to
nther professionals, as the
private sector, suggests that
publiec bodies are unlikely to
have any advantage in
technological knowhow.

None of this means, however,
that a Government concerned
ahout the law productivity and
technologieal backwardness of |
British industry is entirely
helpless. The stark choice seems$
to be between pushing on a picce
of siring, by insisting that all
assistance for R and D should
he done on a strietly non-risk
basis, or, on the other hand,
signing blank cheques for highly
risky and often unsuceessful
ventures—a poliey which, in
effect, has been adopted in some
of the Ministry of . Defence’s
purchasing.

Incentives

But betwéen these extremes
there are a number of more
attractive  possibilities. One
which  the Government s
apparently considering is to
provide more general assistance
for rvesearch and development,
pr‘rhans in the form of fiscal
incentives, while leaving the
decisions on specific projects
entirely to the private sector.
important
general principle is to use a
number of decision-making units
within the public sector and not
1o concentrate too much energy
and muney on grandiose
projects, : )
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10 Downing Street

1. I do not expect that you often have the pleasure (?) of reading
New Scientist and so I attach a couple of articles that you have
probably missed. The first is an interesting example of the Social
Science Research Council (SSRC) doing relevant research at last (1%2);
(the Centre for Socio-Legal Studies is one of the few "in-house"

R & D units of the SSRC). The second seems to me much the more
intellectually innovative and perhaps even more relevant — but I leave

that to your more informed judgement!?

2. I believe the Prime Minister is having a meeting shortly with

Dol ministers on the problems of venture capitalists, new companies,
inventors and related topiocs. I thought it might be helpful, therefore,
if I let you have a progress report on the follow-up work to my meeting
with the Prime Minister on 11 September. I attach these as self-

contained notes under the appropriate heading.

DR J M ASHWORTH

<)\ e T™NRDC

Cabinet Office

9 October 1980
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hy are politicians so charismati

C As the major party conferences get underway we ask:

-

-,

Photos from Keystone

The leader speaks, and the party members break into spontaneous applause. Or do they?

Now is the season of the party con-
ference. The time of the year when
politicians take over the winter-
gardens stages, recently relinquished by comedians,
jugglers and mimics, to rally their fans and top up their
egos with applause and mutual congratulation. Applause
at party conferences is just as important as policy-making:
it boosts morale, promotes solidarity and invigorates the
lads and lassies before they throw themselves into another
year of the “Order, Order"” ordeal. The most successful
party conference will be the one where applause comes
loudest, oftenest, and appears most spontaneous. And the
stars will rise temporarily at least, of those politicians who
manage to elicit the most vigorous ovations.

The applause accorded to politicians may not look like
a very fruitful field for scientific investigation. Far too
much opportunity for observer bias. But for the past year
an Oxford sociologist, Max Atkinson, senior lecturer at
the Centre for Socio-Legal Studies at Wolfson College, has
been taping and transcribing from the hustings and party
conferences sections of speeches which brought applause
for the speaker. He concludes that applause for politicians
is hardly ever spontaneous. It is deliberately elicited by
rhetorical devices which tell the audience exactly when it
is supposed to clap. An orator’s success depends on his or
her knack for timing these tricks so that the audience
responds on cue.

So far Dr Atkinson has identified only a handful of these
applause-generating ploys. “But they are remarkably wide-
spread. I was astonished to find every speaker I studied
using the same devices to fish for applause.” :

Robert Eagle
is a freelance writer

The device most frequently used at the end of a speech
is the “repetition and sign off’. The speaker signals his
audience that he is coming to the end by declaiming a
string of sentences which are stylistically very similar, and
signs off with a rallying cry ending on a downward intona-
tion. An example from David Steel during last year's elec-
tion campaign:

“The people of Liverpool Edge Hill showed it could
be done.
The people of Leeds can show that it could be done
on May 3rd.
And we’re going to break through at this election and
bring an end to 30 years of failure for Britain.”
(Applause)
And from James Callaghan:
“As long as there’s a family without a home,
as long as there is a patient waiting for a hospital bed,
as long as there’s a man or woman without a job
or someone who suffers from discrimination because
of their colour,
so long will our work as a Labour government not
be done.
We go forward in that spirit and that resolve.”
(Applause)

“Used correctly the repetition can have the audience
so primed up that it begins clapping before the sign off ig
complete,” Atkinson reports. “If applause comes while the
speaker is still speaking, it sounds much more spontaneous.”

Even more desirable than applause at the end of 3
speech is applause in the middle. “If you get applause
during your speech as well as at the end, you are much
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mo';ely to draw the attention of press reporters and
party managers,” Atkinson comments. To achieve this,
orators use the “contrast” technique. Vide James Callaghan
again:
= “I can say to you, Mr Chairman, that in this election

I don’t intend to make the most promises;

I intend to keep the most promises.” (Applause)
Another contrast from Edward Heath:

“Neow, the Labour prime minister and his colleagues
are boasting in this election campaign :
that they have brought inflation deown
from the disastrous level of 26 per cent.

But we are entitled to inquah:
Who put it up to 26 per cent?” (Applause)
And a classic example from Ronald Reagan:
“I don’t want Jimmy Carter’s job.......
That's not what [ want.
1 want to be President of the United States.”
(Uproarious applause)

Atkinson has found the contrast technique to be the
commonest ploy for eliciting mid-speech applause. To
achieve maximum effect the contrast should be crudely
obvious. If it is not so obvious, the audience may take
longer to catch on. It will still applaud, but less vigorously.
If the audience does not seem to have recognised the con-
trast by applauding within half a second (after which the
silence begins to become embarrassingly noticeable), an
experienced speaker will follow through with a prompt
such as:

“That's the difference!” (Callaghan)

or “That is entirely unacceptable!” (Heath)
which brings the audience back on cue.

Obviously speakers are likely to be cheered only by
people who agree with their views, so at any meeting where
various factions are present the ambitious politician should
give his supporters as many opportunities as possible for
applauding. Atkinson believes that Tony Benn’s status in
the Labour Party owes much to his skill at switching his
faction on to applause more efficiently than other Labour
orators. As an example he cites a passage from a speech
Mr Benn delivered to the Labour Party special conference
in May this year. In less than two minutes he elicited three
ovations, and each ovation was cued in by a contrast:

“We shall find two or three million demoralised long

term unemployed
who have to be put back to work in factories
not that Hitler has bombed ;
but that Thatcher and Joseph have closed.” (Applause)

“... I am waiting for us to say more often
that some things are right
and some things are wrong.”™ (Applause)

“. .. that it is wrong to cut down on money for
kidney machines

and spend five billion on a new Polaris submarine
(Applause)

Another technique favoured by Mr Benn, and occasionally
by Mrs Thatcher, is to continue talking while the applause
is going on. “You can say almost anything, repeat your-
self or just waffle,” Atkinson observes. “But if you keep
talking you give the impression, A: that you were not really
fishing for applause in the first place, and B: that you are
so popular that you are being drowned by your audience’s
enthusiasm.”

To support his case that applause, especially mid-speech
applause, is a stylised ritual rather than spontaneous out-
burst, Atkinson points out that it almost always lasts eight
seconds, give or take one second either way.

But it is a useful ritual, “If an audience is listening for
cues to clap, it will also, presumably, be listening to the
speaker’s ideas.”

Pauses are another way of keeping the audience hanging
on your words. Even the most mellifluous speaker has to
pause for breath now and then, but Atkinson finds that
politicians tend to pause at the oddest places, in the middle
of a phrase or train of thought. President Carter is par-
ticularly enamoured of the pause and uses it as often as
possible:

In recent years (pause)
erpanding (pause)
Soviet power (pause)
has increasingly (pause)
penetrated (pause)
beyond (pause)

the North Atlantic area.

“The pause increases anticipation and attentiveness. If
you pause somewhere unusual, such as after an adjective or
preposition, your audience will be intrigued to know what
comes next,” Atkinson suggests.

Although President Carter’s style is perhaps not typical,
the importance of the pause is recogniséd by professional
speech writers. After giving a lecture recently in Boston
Atkinson was approached by a Democratic party speech
writer who told him that it was their practice to write
pauses into speakers’ scripts. As a rule of thumb they
allow bursts of no more than seven words before a pause.
With an educated audience occasional bursts of up to nine,
words are permissible. ;

Atkinson’s studies of political speechmaking have been
made in his own time and are not part of an officially spon-
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sored research project. He makes no claim to have laid
bare all the secrets of oratorical success, and will be
scrutinising the party conference speeches for other
applause-eliciting devices and exceptions to the rule. “But
this is the first time in a 15 year research career in
sociology that I have come up with results which are so
regular. And given the importance of public speaking in
the making and breaking of political careers, I think these
findings have more than academic interest.”

His studies of applause have encouraged him to reflect
on the negative aspects of that phenomenon, booing and
jeering. He suggests that, paradoxically, boos and jeers
may also serve the speaker’s interests. And he disagrees
with those who complain that the backchat and catcalls
heard in the House of Commons reflect poorly on Britain’s
parliamentary system.

“In an assembly where only a few individuals get a
chance to say their piece on any one day, jeering provides
an escape for frustration. A convention which allows you
to jeer also encourages you to follow the speaker till he
gives you something to jeer at. From what I have seen in
Europe and America it seems that quieter more polite
assemblies are also more boring. Fewer people listen and

.more people sleep.” O

. « « but why can’t they converse normally?

If only they would learn the rules of conversation, they would be far more appealing

Conversation involves difficult and
subtle skills. We generally avoid
interrupting the other speaker,
at the University of and yet are able to respond
Sheffield efficiently and quickly when he or
she stops: from records of different kinds of face-to-face
conversation I found the average delay in responding
was only 575 msec, and in more than one-third of all cases
there was no delay at all. Clearly, this fluent yet unre-
hearsed dialogue depends upon subtle signals between the
conversants. Inability to use these signals is characteristic
of several kinds of mental disorder, including schizophrenia
and neurosis. And 1 have found that politicians may also
find them difficult.

Before the last general election I analysed how poli-
ticians behaved in television interviews: I was interested
particularly in James Callaghan and Margaret Thatcher.
Callaghan was generally seen as relaxed and affable, while
Thatcher was generally viewed as condescending and
domineering. Callaghan was seen as bemg the more effec-
tive interviewee.

Yet when I analysed video-recordings of Thatcher’s inter-
views I found the general perception of her as dominant
is something of an illusion. For example, in one TV Eye
interview shown in April last year, James Callaghan inter-
rupted his interviewer Llew Gardner more than Gardner
interrupted him. This is in line with the general observa-
tion that dominant people interrupt more often than less
dominant people. In the same week, Denis Tuohy inter-
viewed Margaret Thatcher on the same programme—and
he attempted to interrupt her much more often than she
attempted to interrupt him. I have played a video-record-
ing of the interruptions from this interview to various
audiences and found a marked failure among viewers to
identify accurately that it is Tuohy who does most ot‘ the
interrupting.

One feature of Thatcher's interview style is that she
tried to finish her point even when interrupted. She
tenaciously clings on until the interrupter gives in.

In this example, from the TV Eye interview, the words
in bold type were spoken simultaneously by Thatcher and

Dr Geoffrey W,
Beattie
is lecturer in psychology

Tuohy. Tuohy started speaking after the second “society”:
M.T.: ...there are comparatively few people, they
could be measured in thousands, who wish to destroy
the kind of society which you and I value, destroy
the free society. Please, please this is the most, please
this is the most please this is the most important
point you have raised, there are people in this coun-
try who are the great destroyers.

D.T.:. You were talking about striking ambulance

workers, you were talking about ancillary workers

in hospitals.

I have found from earlier studies that when two people
did start to talk at the same time, one would typically give
up within half a second; Thatcher and Tuohy . persisted
for as long as five seconds.

Margaret Thatcher often wins the battle for the floor
when she is interrupted, and for this reason viewers see
her as very domineering; they often fail to notice that
it is not she, but her interviewer who interrupts in the first
place. The reason interviewers interrupt her so often
seems to be that she sends out ambiguous s:gna]s which
interviewers misinterpret.

Over the past 15 years psychologists have investigated
the signals that people use to indicate that they have
finished speaking in conversation. In the mid-1960s Adam
Kendon at the University of Oxford found that if the
speaker looked at the listener when he stopped speaking,
the listener was more likely to respond without any delay
than if he did not. He suggested that this “work”, was the
crucial signal.

This research seems to have been based on the assump-
tion that something analogous to traffic lights operates in
conversation. When the lights turn green a driver should
move off. Kendon suggested that when the speaker looks
at the listener at certain points, the listener should then
begin speaking. However, Kendon studied only one particu-
lar type of conversation, and subsequent research on other

- types showed that this nonverbal signal was not of central

importance.
In the early 1970s, Sbarkey Duncan of the University of
Chicago pioneered a different approach. He noted six
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signals. Five of them are accompaniments of speech and
are therefore carried in the auditory channel—things like
drawl, intonation and so forth—and the sixth is the cessa-
tion of a hand gesture. Duncan argued that the more of
these signals that were present at one time, the more
likely the listener was to begin speaking without inter-
ruption. On the other hand, if the listener tried to speak
when none of these signals was present, Duncan found
that interruption was the inevitable result. In this frame-
work, turn-taking seems to be viewed as analogous to a
driver approaching an intersection where there are no
traffic lights. He has to pay attention to a number of
things—the speed of cars on the main road, their distance
from his, their spacing, etc—and on the basis of all of
these, he has to decide whether to move forward.

Duncan’s research implies that conversation should not
be much more difficult on the telephone than face-to-face;
after all most of the signals, according to Duncan, are
carried in the auditory channel. From the research of
Adam Kendon we would make the opposite prediction.
Recently Phil Barnard from the MRC Applied Psychology
Unit in Cambridge and myself put this to the test; by study-
ing real directory inquiry calls.

Directory inquiry calls may appear restricted but they
are more interesting than one might imagine. For example,
they need only 19 words to convey all the relevant infor-
mation but we found some were as long as 492 words; and
the average was 116. Some people seem to enjoy chatting
to telephone operators. When we analysed the conversa-
tions we discovered that there were fewer interruptions
on the telephone—in fact interruptions in face-to-face
interaction are almost twice as frequent as on the tele-
phone. We also found that listeners were just as quick
at responding on the telephone when the speaker had
finished. This research thus supports Duncan’s conclusions
that many signals involved in turn-taking must be carried
in the auditory channel.

There are also signals in conversation to indicate that
we have not finished speaking. Duncan had identified
gesture as one such signal. Filled pauses—sounds like “ah”,
“er”, “um”—seems to serve a similar purpose. They tell
the listener that the speaker needs time to think in order
to plan his speech. We discovered that filled pauses are
used to compensate for lack of vision on the telephone—
they are almost four times as frequent on the telephone
as in face-to-face conversation, if one controls the number
of periods of silence. Subscribers rely on them much more
than do operators.

Psychologists have thus made some progress in identify-
ing how speakers and listeners manage to take turns so
efficiently in conversation. What then is Margaret

Thatcher's problem? My research suggests that inter-
viewers interrupt her in conversation because they mis-
interpret her nonverbal signals, Many of these interrup-
tions occur at the ends of clauses in her speech in which
there is drawl on the stressed syllable in the clause, and a
falling intonation pattern on the clause. Duncan has
identified all three of these as common signals that a
speaker uses to signify that he has finished talking. When
these three signals occur together in normal conversation,
they often indicate that someone has finished, unless he
uses other signals to indicate that he has not. Thatcher
very rarely uses filled pauses which have such a function
and which would be effective in this context; even the
fluent Callaghan uses five times as many filled pauses as
she does. Consider the following exchange between
Margaret Thatcher and Denis Tuohy:

M.T.: The police do a fantastic job

D.T.: Coming

M.T.: and we must support them in every way pos-

sible
D.T.: Coming towards the end of our time Mrs
Thatcher.

Tuohy starts to speak after Thatcher says “job”, which
seems appropriate because it is the end of a clause, there
is downward intonation and there is drawl on the stressed
middle syllable in “fantastic”. Tuohy seems to think that
Thatcher has finished and begins speaking, but she has not.
A filled pause after “job” would probably have been effec-
tive in signalling that there was more speech to come.

This research has a number of practical applications. It
is now widely believed that some types of mental illness
are exacerbated by a lack of social competence, and the
suggestion is that it may be possible to alleviate certain
illnesses by a training in social skills. Turn-taking may be
one skill in which it is necessary to provide instruction,
and indeed Peter Trower, now at the Hollymoor Hospital
in Birmingham, has been having some success at improy-
ing the social behaviour of patients, including certain

aspects of turn-taking. In some ways the therapy could be

improved because it is largely based on the earliest frame.
work for investigating turn-taking. Patients are trained to
display certain signals which indicate that they are ready
to hand over the floor and there is heavy reliance on direc-
tion of looking as a crucial signal. Future training will
have to pay more attention to the vocal aspects.

As for politicians, it is clearly important for them to
become super-efficient at all the processes in conversation,
especially as the televised interview has largely replaced
the political address. Persuading these professional per-
suaders might be more difficult, however.




EXISTING AVAILABILITY OF VENTURE CAPITAL

The investment climate for new small companies has changed quite markedly
since I first started canvassing opinion on this topic in 1978 (in
connection with the work published as the ACARD report on Industrial
Innovation). In part this seems to have been due to the establishment
of "small firms" or '"new venture" divisions of banks (clearing as well

as merchant) and no doubt in part also due to the tax changes announced
in the last budget and the other initiatives taken by the Government.

As an indication of this change Mr P Naylor of Job Creation Limited
(itself an innovative new company) tells me that he has no trouble finding
capital for his (often rather risky) projects in depressed areas and

Mr L Cary of Venture Capital Reports Limited (another immovative new
company) has been able to maintain a creditable 30% success rate in
finding financial backing for entrepreneurs - and it seems likely that
entrepreneurs only go to the likes of Venture Capital Reports Limited

as a last resort!

2, However, alihough the investment climate might be changing it is

still too early to tell whether actual performance, in terms of the
successful esiablishment of sound businesses, has really changed. 1In
the crucial arca of new technology based firms (NTBFs), for exzaple, it
is too early to tell whether the new-found enterprise of the NRIC will
be commercially profitable.

3. It seems, therefore, that the Prime Minister will be more likely

10 be akle to point to some promising signs and hopeful beginnings in
this area by February 1981 rather than solid achievements. It is likely
that the Advisory Council for Applied Research cnd Development (ACARD)
in its reply to the Prime Minister's request for advice on th2 problems
of the private inventor will reiterate the opinion they expressed in
their 1978 report on Industrial Innovation, viz that the most effective
help that can be given would be to establish some form of loan guarantee
scheme in conjunction with tax relief for equity investment in NTBFs by
private individuals and modest alterations in the way losses can be

written off for tax purposes.




4. There are signs, however, that real problems are developing at

what is coming to be called the "post-development gap". This is a

term for the shift in emphasis (managerial as well as financial)

when an innovative'product or process ceases to be an exciting piece

of high-technology and becomes a mindane, but potentially very profitable,
article of general commerce. The finance needed to bridge the "post-
development gap" is often far greater than that needed to bridge the
"pre-development gap" between research and development. It is usually
far beyond the resources of the likes of the NRIC or small companies

and, as the attached article from the Financial Times of 25 September

points out, has presented UK companies with awkward problems in the past.

Se I hope that in briefing the Prime Minister the clear distinction

is made between venture capital needed to start new firms, or new

businesses within existing firms (the "pre-development gap") and that

venture capital needed to maintain an adequate market share in a growing
market which is consequently attracting foreign competition ("post-

development gap")s




]

L1t
¢ 'LOMBARD

- Exploiting our
Skﬁﬂs oy e .

BY DAVIIS FISHLOCK

EVERYONE knows that Britain ingly clear that the developmens :
once led the world in radio- gap from whien Britain R
astronomy because of i1s often said 1o be suffer
pioneering radio-telescope 8t 2 significantly differen:
Jodrell. Bank. But that was bacx from. the one &ncrmally
“in the Fifiies. Fewer know that ceived. g
as a.direct result British indus- The trul¥ erlons ean 1
«77 lea the world in the Sixties «that due 1o the relu -
with its earth stations modelled ritish - scientists
on .Jodrell Bank whici picked - Ir t
~ up the whisperings of the firstc ! 1 Teed
satellites. ; is IAr more wastefy
Like so many other markets (O resources. it is tne R
for novel products of high. wilen Ccompanies
technology the one for large . lves enthusiastical
earth -stations has long been ECK  OI. 50mMe new
. lost to the Americans and the (18:0 nly to come z ¢
Japanese. It wasn't a case of &~ ey lalled to

5 50

. Britaim® failing to develop a A5W 1 it would eost,
scientific . invention, but of & pust-development gap.
Britain® failing to mount a EMI is & classic sxamy

_ coherent industrial policy a company which, armeg

. capable of sustaining from only with a brilliant iqye

_ -profits:- the. unending input of but with an unusually '--s; i

“ 7 <cash and skills advanced tech- estimate of WHAt it migny co

“ e+ - -nology dcm.ands. to ‘Iiaunch the new oroauet, s«
s . under-estimated the eyemmiy,
..~ Indispensable = sals of effort requires v sy
On ‘a grander scale Rolls: * myg 1aceqr :C‘ industry
Royce made precisely the same yoog P -AR]EJ' study sur
mistake  in . the & Sixtles, At L or O TRE O HSERNSIA R
gravely - under-estimated the . .pvo tract of fastagvanc:
financial and -other resources oy, ﬁ“g?'d- embracing  saie.
*needed to. translate a brilliant Dipie s on telecommunications
new three-shaft concept of aero- = W-’:_iieﬂ‘is and word proga..
-.engine design into the RB-211 igff—iﬂ of course the ubiqu,
A decade later it can point 10 . IS' computer which now
700 engines in service—inciud- e“?‘{l each one. It finds ,
4ing some in the North Sea—and i oe'? ously innovative ;.
‘orders for snother 500, with (%% in Britain, with sueh pro.
mew developments in the pipe. 3-‘-55 as Prestel and Svsrem
Jine which suggest a production 2P¢ & SUORZ presence in 5
of at least 230 RB-211 engines WAEE, the ecraft of comp,
a year in the early 1980s. Top programming which determ;
of its attractions for airlines, whether and how the new ce.n.
Rolls-Royce engineers say, is nology works,
that they expect to muintain a  But ACARD also find
45 per cent advantage in fuel evidence of postdeves
consumption over all rivals gaps vawning wide i
throughout the decade, This It finds too manv Britis
fuel economy is a direct result. Ppanies competing in every ...
of hzrnessing high technology; mIsIDZ secior too ARV “erar
of more - advanced materials SOTINE” mInisiries and dapan-
.operated at hizher tlempera- ments, each with its a-x-.';.’
* tures. syneratic  requirements. .
. But had Rolls-Royce been a encouraging someone g =y,
more typical British industrial the innovation precissly R0
situation, it would have WwanL Rl
. ~vanished In 1971. Only the  ACARD's urgent messas
v;_,L fact that it was an indispensable that if the Thatcher “c,:;"
A_Lu‘- source of engines for military ment expects Industry -,,'e ;
.aircraft, warships and sub- and hold a signifcant sitan
.marines obliged the government the looming ~.§10hn.3.\.“1.""'
10 keep it alive as a state-owned market for information b
.organisation, . logy, i P
-With opublication today of government b
the eightn report from ACARD, the national effort, This pry
the Advisory Council for Ymeans that the BEC &
Applied Research and Develop- -_!ar'med forces, Post Orfie
ment—the body which has #tals. schools—even At
replaced the office of me’ 2in

b

government's chief scientific

gical choices of the Deparin:
adviser—it i3 becoming increas- By

of Indusiry. :




)/
%v«grtal Het A

Shou ) be fvl-h':kco’, !AW
My

See ref 4 Frae

i & 3,__
ADVISORY COUNCIL FOR APPLIED RESEARCH 3 fr ¥4
AND DEVELOPMENT “jf

INFORMATION TECENOLOGY Is1g
.———-—'—-———.




ADVISORY COUNCIL FOR APPLIED RESEARCH AND DEVELOPMENT
INFORMATION TECHNOLOGY

Foreword

In its first report "The Applications of Semiconductor Technology", ACARD discussed
some of the implications of the rapid developments taking place in micro-
electronic technology and put forward proposals to stimulate the use of this
technology in United Kingdom industry. Two subsequent repor‘ts1 of the Council have
examined specific fields of application. However, the report "Technological
Change: Threats and Opportunities for the United Kingdom"2 identified information
technology as possibly the area of application with the greatest potential for
creating employment and suggested that the United Kingdom had advantages - for
example the international use of the English language - which should enable it to
gain a significant share of the world market for information services and associateq

products.

In the knowledge that some of this country's major competitors had well

developed plans for promoting information technology by concerted action from theiy
governments and industrial interests, ACARD decided that a Working Group should
examine the subject in order to identify the likely directions of development ang

the constraints to development and application in the United Kingdom.

The Working Group met six times between January and May 1980. Its terms of

reference were -
"To consider whether the development and applihation of information

technology in the United Kingdom should be stimulated;

To consider whether there are constraints to the development of the

industries in the United Kingdom which supply'and apply infermation technology
equipment, software and systems, compared with our major competitors;

To make recommendations."

Y . ,
Items 2 and 4 in the Bibliography (p 6D) .
2 Item: 3 in the Bibliography - -==




The members of the Working Group were -

*Sir Robert Clayton CBE F Eng Technical Director, GEC Ltd
(Chairman '

Mr C AP Foxell Director of Purchasing, the
Post Office

Mr D Leighton Davies Deputy Managlng Director, Racal
Electronies Ltd

Mr C N Read Director, Inter-Bank Research
Organisation

Mrs V S Shirley OBE Chairman, F International Ltd
Dr P E Trier CBE F Eng Director, Philips Industries Ltd

Mr G H Wright MBE Regional Secretary for Wales, .
Transport and General Workers Un10n

*ACARD member

The Working Group's report was endorsed by the Council at its meeting in

June 1980, [It has been submitted to the Government and is now published

in order to draw attention to the importance of this area of technology.j The

report, like previous ACARD publications, is intended to provide a non-technical
guide to the subject and the issues raised; it 'does not aim to be a comprehensive

technical account of information technology.

The Council are grateful to the Working Group for their contribution to ACARD's
work and wish to acknowledge also the support provided by the Computer Systems
and Electronics Division of the Department of Industry, the Central Policy Review

Staff and the ACARD’ Seé¢retariat in the Cabinet Office.
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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

1. Information Technology - which combines the technologies of computing and
telecommunications - will perhaps be the most important area of application
of microelectronics. It will eventually affect virtually every household and
occupation. It will change patterns of employment and, if the opportunities
to supply new goods and services are taken, has the potential to create many
jobs.

2. Information technology offers new ways of manipulating and presenting
information which are used in, for example, electronic telephone exchanges
(which can provide many new services), word processors, electronic mail and
viewdata systems. This country's future trading performance will depend
greatly on its ability to compete in world markets for products and services
based on information technology and on the rapid and effective application of

such products and services by industry and commerce generally,

5. Certain of our overseas competitors - notably France — have recognised the
importance of this subject and have established national programmes to stimulate
its development. Despite some notable achievements there is less awareness in
the United Kingdom of its potential impact and we have fallen behind other

countries in our appreciation and application of the new developments.

4. Responsibility-for the various elements of official policy that bear upon
information technology is at present split between a number of Government
Departments, the Post Office and other public bodies. A single focus within
Government is required in order to ensure that this subject is given adequate
attention and that its development is not inhibited through conflicting
policies. Such a focus would increase the efficiency of decision making and
actions and would reduce the number of bodies with which private sector
interests have to deal. Also required is an explicit and publicly stated
recognition by Government of the importance of information technology and a
programme to increase general awareness amongst both industry and the publiec,
It is important that these measures be introduced rapidly; we will otherwise
fall further behind in the development and application of this crucial
technology.




. 5. Our principal recommendations (with relevant paragraph numbers in

parentheses) are -

5 One Minister and Government Department should be responsible for
co—ordination of government policies and actions on the promotion and
development of information technology and its applications through

awareness, education and training, sponsorship of industry, provision

of risk capital, public purchasing, publicly funded R and D, national

and international regulations and standards, legislation, communications

and related programmes such as satellite technology. (9.5)

ii., Responsibility for regulation of communications and broadcasting

should be exercised by a single Government Department (7.11)

iii. The Govermment should make it clear that effective exploitation
of information technology is essential to the future industrial and
commercial success of the United Kingdom. This commitment should be

emphasised on all suitable occasions by Ministers and officials.

The Government should support its views with publicity for existing
United Kingdom achievements in information technology and imaginative

promotion of them.

Innovative applications of information technology by Government
Departments, local authorities and public corporations should be
encouraged and plans for them should be publicised. (5.9)

iv. The Post Office (or its successor for telecommnications) should
have the mandate to provide a world-competitive United Kingdom
communications network and should have sufficient finance for procure-

ment and installation, whether from public or private sources. (7.5)
Other recommendations are -

v. Careers services at both school leaver and higher levels should
review the guidance given to students about opportunities in information
technology, in order to attract entrants from a wide range of
disciplines. (6.5)




vi. The Government, its agencies concerned with training, and
educationa& bodies at all levels, should examine the provision of
education and training courses in subjects related to information
technology and propose measures to stimulate an increase of training

in firms. (6.5)

vii, The Government, through Trade Associations and the National
Economic Development Council, should improve the links between supplier
and user interests in information technology in order that United Kingdom
firms may be better able to anticipate future requirements. (6.6)

viii. The Government should recognise the importance, to the information
technology supply and application industries, of United Kingdom strength
in international discussions on regulations and standards, and staff

and financial support must be available for such activities to ensure
that our delegations go to them well prepared technically, commercially
and politically, and ready to argue strongly for our national interests,
Trade Associations must similarly be prepared to play their part on
behalf of their industries. (6.1%4)

ix. The Government should bring forward proposals for data protegtion
legislation, taking into account the views of the Data Protection
Committee, without delay. (6.18)

x. The Government should put in hand urgently a review of the legal
reforms required to aid and expedite the use of information technology
in the United Kingdom and should then legislate to bring about such

reforms as fast as possible. (6.20)

xi. The Govermment should consider legislation to permit the creation
of new organisational forms to aid joint information technology projects,
taking into account precedents in France and Belgium. (6.23)

xii. The Post Office should be free to supply terminal equipment and
information technology services for use with its network but should mot
have an exclusive right to do so, It should not be the approving

authority for terminal equipment and services provided by others. (7.8)




xiii., The Govermment should employ public purchasing to pull through

novel developments in information technology. (8.1)

xiv., The Government should consider the possible role of information
technology in promoting national objectives, and give appropriate

financial support to relevant projects. (8.2)

xv. The Science Research Council and the Department of Industry
should keep their research priorities under review in the light of
the needs of information technology. (8.7)

xvi. The Department of Industry, with the Ministry of Defence, the
Science Research Council and the Post Office, should increase the |
present co-—ordination of all publicly funded R and D applicable to
information technology. It should also make greater effort to ensure
both that research which it supports is likely to be applied and
that transfer of results to industry takes place. (8.8)




1: INTRODUCTION

1.1 The application of microelectronics technology in the United Kingdom

and elsewhere is taking place mainly in two major areas of industry. One is
the general field of product manufacture - improving manufacturing processes
and the resulting products through automation, instrumentation, control
engineering and the replacement of electromechanical devices by electronics.
The other area is becoming known as "information technology", which

.for brevity'we shall usually refer to as IT. Information technology is =
already being applied in many fields of activity, as the following illustrations

show,

1.2 Word processors. Reports such as this frequently go through many

drafts before the final version is produced. Authors make manuscript
amendments, re-write sections and re-order material. Typists then have to
re-type either the whole or major parts of the text. This re-typing takes

time and carries the risk that new errors will be produced. The use of text
processing typewriters (commonly called "word proceasors“).with storage of
text on dise or tape and with visual displays’can now reduce the routine work
of both typists (since unaltered sections can be re-typed automatically)

and authors (since less checking is required) and enables successive drafts

to be produced more rapidly. Word processors offer similar advantages in the

preparation of such documents as tenders, contracts, legal papers and specifications,

1.5 Telecommunications. Large organisations, particularly those operating

internationally, now find that the most cost effective way of providing
internal communications may be via the international telecommunications
network, by providingvisual display units (VDUs) with keyboards and printers
throughout the organisation and computers for routing : and storing messages,

letters and data. Such systems speed communications and allow records of the




information transferred to be filed automatically for as long as necessary.

- Once installed for international links, the system may also provide the best
way of communicating even within a single building. Where the communication
links involve satellites and there is sufficient traffic, the organisation may

install its own terminals for direct satellite commmunications.

1.4 Video discs, When replayed on suitable equipment (which will sell

for about the price of a television set) these will provide about an hour's
moving pictures and sound for entertainment and education. The discs are
expected to sell for about twice the price of a present full-price long-playing
gramophone record. The ability to seek and "freeze" an individual picture

will extend the use of such discs for information retrieval and educational purposes,

1.5 Telephones. Information technology is also bringing many new services

for telephone users with the possibility of, for example, a telephone number
for a person rather than a particular instrument. More important than

the individual new. facilities will be the transformation of the telephone
system - into a more flexible, personally acceptable service. For example,

the ability to"switch off" the telephone but subsequently to identify the
orig;nators of.any calls received, which is already possible with modern switching

systems, will mean that telephone calls need not intrude on.other activities.

1.6 These are just a few examples from the increasing range of IT applications,
Because of its breadth of application it is possible to define information
technology either widely or narrowly. On the one  hand, the term may be

confined to the actual equipment used to collect, store, process, transmit

and display information. On the other, it may encompass not only the equipment
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(and the software that controls it) but its interactions with human
activities and the management systems necessary if the capabilities of new
developments are to be fully exploited. We follow the latter approach in this
report, in line with the UNESCO definition of information technology as:
"The scientific, technological and engineering disciplines and the
management techniques used in information handling and processing;
their applications; computers and their interaction with men:and

machines; and associated social, economic and cultural matters."

1.7. We therefore include in information technology important sectors of the
electronic components industry (with an emphasis on micfoelectronics], much
electronic equipment (notably computers and their associated terminals,
displays, etc) and the whole communications industry, including the broadcasting
authorities and the Post Office. We further include the users and suppliers

of information - industrial, financial, commercial, administrative, professional
and individual - because their activities will be affected by new forms of

information handling.

1.8 Governments in a number of countries, inecluding the United States,
France and Japan, have identified information technology as possibly their
most important industrial growth area. The same view has been expressed in
the United Kingdom, for example in several Conservative Party publications
and in the ACARD report "Technological Change: Threats and Opportunities for
the United Kingdom", while British electronics firms and the

Post Office also demonstrate an awareness of the future importance of IT.

1.9 Two principal factors underlie current interest in IT. The first is

that accurate and adequate information is a major component of industrial and

commercial operations and an increasing proportion of the labour force in any

L g




industrialised country is employed in information handling. The world market
for IT products — in banks, shops, business houses, factories, government offices

and the home = is vast (approximately £50 billion annual sales) and expanding

rapidly (10% per annum in real terms). The second factor is technical = both computing

and telecommunications now use microelectronic devices which offer fast data-
handling capability at modest cost. This convergence of computing and communications
(called 'compunication' in the USA and 'telematique' in France) creates

radically new opportunities for data handling and the provision of information.

1.10 As some developing countries have created highly competitive manufacturing
capabilities in traditional sectors of industry (steel making, shipbuilding, etc),
so industrial nations have seen that future export opportunities will lie

in advanced technology. Skills and expertise in IT, based on the design and
manufacture of silicon integrated circuits and the writing of computer software,
will form the basis for a substantial proportion of such exports. The value

of these skills is enhanced considerably, with corresponding gains in employment
if they can be incorporated in equipment sold to final consumers. (As an
example, British technology lies behind the displays used in mamy pocket
calculators and digital watches., It would have been much better if the

United Kingdom had gained the Japanese market position in calculators and
watches, rather than in displays alone,) A competitive United Kingdom share

in the world IT market could thus be a major factor in our future industrial
success; but equally important is an adequate use of IT in this country to

improve the efficiency of industry, commerce and public services.

1.11 Information technology is of more than economic and industrial significance;
it aleo hae eocial and political implications. New forms of communication, and
easier access to information, raise questions about the relationship of government

to the governed, the reaponsibilities'of professions to their clients, and the




privacy of personal data.l IT also offers advanced industrial countries a further

way in which to promote cultural exchange and to open up new markets in developing
countries, many of whom, advised by international bodies such as UNESCO, have
identified IT as essential to their economic and social advance and are seeking
advice and equipment. Control of information has always been a key factor in the
organisation of power structures; new technologies, however, raise old questions in
a more acute form. The social and political implications of IT cannot therefore be

‘ignored.

1.12. In the light of the potential for IT outlined above, it is clear that the
speedy and effective development and application of IT is of great importance to the

future of the United Kingdom. We therefore aim in succeeding chapters -

ie to survey briefly the present position, likely technical developments and

potential applications in the next 10 years;
ii. to review activity in other countries;

iii. to consider the degree of awareness of IT in this country and attitudes

to its application;j

iv. to identify constraints to the rapid and successful application of IT

in the United Kingdom;
o to consider the importance of communications to IT;

vi.. to assess the role of government in the development and application of

IT in this country.

lihese issues are studied in detail in the 'Nora' report (item 6 in the
Bibliography)




1.15.Throughout the report, we make recommendations for changes which we believe will

help the deployment of IT in the national interest and the creation of a strong
United Kingdom presence in world markets. Further technical information, and more
detailed discussion of some of the issues raised by IT, may be found in the books

and articles listed in the Bibliography.

1l.14. We have concentrated on the importance of IT in industry, commerce. and
government, and on the impact of IT systems on individuals. The basic technologies
used in IT will also have wide applications in the domestic consumer and entertainment
sectors. Examples are video tape cassette recorders, video discs, audio discs using
opto-electronics(which can be smaller and less liable to damage), satellite broad-
casting, traffic and route information in cars, and local and remote electronic
control of the domestic environment and appliances. These and many other applications
of the same technologies that are used in IT will create consumer demands at home ang

opportunities overseas.




2. TECHNOLOGICAL DEVELOPMENTS

2.1 The principal technological foundation for modern information
technology has been the development of microelectronics, which makes
possible small, low cost, reliable equipment which can perform complex
operations on digitally encoded data. Increasingly, all types of
information are being converted to digital form. because of the ease with

which such data can be handled and transmitted.

2l Information handling comprises five stages: input, procesging,
storage, transmission and output. Some or all of these five stages are
built into various systems, which are made up of equipment
("hardware") and, most importantly, logical programs ("software") which
control the operation of both individual pieces of equipment and of the
system as a whole., Developments in each of these areas are reviewed in

the following sections.

Input
2.5 Established input devices for information systems are the telephone
microphone and the typewriter and calculator keyboards. Most

information is now fed into computers through keyboards but automatic data
input, for example by scanning magnetically encoded cards such as cash dispenser
cards, is increasing, The telephone dial and keypad can also be used as

input devices to an IT system., Microelectronics. ig making

possible "intelligent" input devices, some of which will themselves

incorporate information processing and storage. Numbers on cheques are

already read automatically but use a special type font. Systems are under
development which will enable normal typefaces to be read automatically.

Special writing pads are already available which can translate letters and

figures in a particular individual's handprinting automatically




into a computer input. The recognition of

handwriting is a longer term problem. Voice recognition systems can already
respond to a limited vocabulary from a wide range of speakers or a wider
vocabulary from a limited pumber of speakers, Systems which will recognise
a wide vocabulary from many speakers will eventually be developed. Systems
are also being developed which will extract features from visual images

such as photographs and television pictures, e.g. for control of

rahots,'scientific investigations and medical ‘diagnosis.

Processing

2,4 As integrated circuit technology advances, microelectronic devices uszed for
information processing will in coming years have ewen more' transistors per chip,
and the cost per function will continue to fall, Annual world

productien of microcircuits in 1985 has been forecast to be up to

the equivalent of 250,000 transistors for every person on earth.

This is the equivalent of a present day minicomputer for everyone

every year.

2.5 Local processing by a small computer or 'distributed' processing
through a network of small computers is possible, and complex operations
can be performed by terminals which previously merely acted as input or
output devices. Large computers will still have a significant role, for
maintaining and manipulating large banks of data (bank accounts, insurance
policies, public administration records, scientific measurements, etc. )
but will not be the fastest-growing sector of thé computer market as

they have been in the past. The greater power of small computers .will

enable text processing to be more readily available. Most information is

15




presented in the form of words; devices to allow easy manipulation of

text (such as word processors) are now available, Their development

may well be the most significant aspect of IT, Conversely, as electronic transmission
filing and editing all become more widespread , the need for photocopying will
decrease.

Storage

2.6 Information in the past has been stored in different forms; eg words,
figures, graphs, charts, pictures. All such information can be translated

into sequences of binary digits (bits) ie ones and zeros, There are now

many ways of storing such digital data, each of which offers a particular
combination of capacity, access speed and cost. Developments in electronic
memories in the last decade have been particularly important since they

have made the microcomputer feasible, The low cost and great data

storage facilities of modern devices mean that it is economical to use more
complex software than before. This allows the use of a "high level" programming
language much more like ordinary English. Memories have grown in capacity

and fallen in real cost by about 25 per cent per annum. A continuation

of these trends is expected, with a single chip holding a million bits

in a few years' time.

2.7 Other storage techniques have similar potential. Magnetic

'bubble' memories, in which tiny portions of material are magnetically
polarised in different directions, to represent a one or a zero, allow

even greater storage capacity in a small volume. Optical storage techniques
are also developing rapidly. The first to be produced on a large scale will

be the video disc (which can be read or played many times but, as yet, cannot

be re-used to record other materiaﬂ.




" Purther developments are likely to lead to optical stores in which users
can insert ('write') information; such stores will ultimately have erase

and 're-write' facilities.

Transmission

2,8 Transmission over optical fibres (-tiny flexible glass rode)

is opening up the possibility of carrying very large quantities of informatian
for a variety of uses.This technology can not only be used to relieve
existing congested cross-city cable routes, it can also provide low cost

trunk and local distributiom networks for telephony, data transmission,

and where required "wide band" services such as television and

videophones,

2,9 The continuing reduction in the cost of small ground terminals for.
receiving signals from satellites has made direct commnication between two
points via a satellite economical, thus ‘reducing dependence on '
cable and terrestrial radio systems, For'example, a system is being installeq
for one of the largest American hotel chains, with a receiving aerial about

a metre in diameter on each hotel roof, which will make its communications
system independent of public communication facilities. The system will

offer instant accessibility and is claimed to be cheaper than the use of publie

links,

2,10 The radio frequency spectrum available for broadcasting, communication,
navigation, and other purposes is a limited resource. Dipitised speech

or video signals are very suitable for processing by microeircwits but by

comparison with analogue signals, require a wider band of frequencies, Howe;er mi
» Micyg




electronics technology also makes it possible to reduce the amount of information

transmitted to reproduce a voice or picture. These techniques reduce demands on the

frequency spectrum; this is important both for the introduction of digital

radio transmission and for releasing radio frequencies for new services.

2,11 Microelectronics is making possible faster, smaller, more reliable,
more versatile switching of transmission channels and is opening up many

new services for users. In voice systems, the user can have many new
facilities, for example to receive his calls on any telephone, to call
often-used numbers without having to dial the complete number, and to obtain
an engaged number as soon as it is free. Similarly, electronic switching

will allow enhanced and new data services.

Outputs

2,12 Visual display of information using a cathode ray tube, as in a television
set, is fast and versatile; it can use colour and show both text and
graphical information. The real cost of such display units is falling... Further
improvements in definition and reductions in power consumption may be expected.
The major likely development is a flat screen display, based not on a cathode ray
tube but on a thin sheet of light emitting material or a fine grid of

light emitting devices. Another important output device is the printer;

current technical advances offer the prospect of printers that are both
faster and quieter. New output de;ices include voice synthesisers, which

are already in evidence. They are likely to be important in personal voice
communication systems, including the instruction of users in the use of

new facilities.
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2,15 The following are examples of developments involving a combination

of some of the advances reviewed in the previous sections -

a. telex to desks of individual users

b. cheaper, higher speed facsimile

¢ portable data terminals

d. communication without use of wire in offices, stores and
factories, eg by infra-red radiation

e, 'information mains' analogous to electricity supply mains in

offices and factories.

Software

2.14 The component-parts of an IT system have to be brought together by

systems engineering, and programs have to be developed to enable the parts

to work, both individually and together, and the whole system to be operated.
Systems engineering and program development can take considerable time and

at present are labour intensive.

2.15 The output of systems engineering and programming is generally called'sof—
ware' and is essential for most systems and many subsystems. Software developmentS

are making it increasingly possible for people unskilled in data Processing to uge o
L]

interact with systems. Future design and use may be envisaged as three

concentric circles -




i. the innermost circle will be those specialists who devise software
to program subsystems, for example microprocessors, so that these

subsystems can be put together by others to produce information systems;

ii. the middle ring will be the engineers and others who take the

subsystems with their programs (without being specialists in their

development) and design systems which can be used by unskilled people;

iii. the outer ring will be the final users (with m knowledge of
the skills required in the two inner areas) who will be able to use

these systems to transmit, process, store or retrieve information.




APPLICATIONS
5.1 As a result of developments in information technology,there will be a
marked increase in the quantity of rapidly accessible information and
in the ability to manipulate it. Access to constantly updated information
is already available in offices and homes through teletext and through
Prestel and similar viewdata systems. As printing and distribution
costs rise and communications and computing costs fall, such systems may
come to replace some paper publications, Business viewdata systems, now
starting to be installed, will enable information to be disseminated
rapidly within a company. Further developments will provide individual

users with the ability to interact with the systems for financial, shopping

and other purposes. Immediate opinion gathering will be possible and

could have major effects on the relations of the individual with

commercial, financial and government institutions,

5.2 Financial services may be considerably affected by IT. The time taken
for information transmission, at present accepted and sometimes used to
advantage in some business operations, can be effectively eliminated. In
particular, it will be possible to arrange instantaneous transfer of funds,
This will have implications for credit services that depend on payments
taking time to be completed, Stock and commodity markets will also find

their activities assisted and changed by IT.




3.3 Most office work is directly concerned with information and is
susceptible to change because of IT. Within the next ten years it may be
cheaper to capture information and to file, copy and transmit

it electronically, than to perform the same functions on paper. Electronic
equipment and systems are likely to be introduced because they will be com-

petitive in costs with paper systems, as well as offering enhanced facilities.

Electronic mail has already been initiated in West Germany. Office premises

and factories may be constructed with information mains, just as they now have
telephone lines, so that digital information may be transmitted freely.

As with electric mains, a variety of devices could be connected.

3.4 Word processors are already available; intelligent copiers able to
reproduce documents from digital signals will be available shortly. The
ultimate development of an electronic 'work station', with the desktop including
a large flat screen on which images may be viewed, moved and edited, can be
foreseen, although development may take some years. However, sufficient new
equipment will be introduced to bring about profound changes in office
activities, with demands for some skills, eg copy typing and filing, reducing
significantly while others, related to the new dev%lopments, will be in

greater demand.

3.5 ITwill affect organisational structures, since the ease with which
information can be made available permits either centralisation or
decentralisation of control, providing managements with extensive

choices for developing the effectiveness of their organisations.




Suitably introduced, IT could also improve work relationships within a firm

by enabling everyone to be informed of matters which affect them.

The rest of this chapter deals in more detail with applications in various

sections of the economy,

Public Administration

3.6 Central government, through its computer operations, is one of the
largest users of information technology in the country, many of its computer
systems (eg that for social security records) being very large., Tasks

such as payroll calculations, revenue collection, accounting and the planning
of major activities (eg defence logistics or motorway maintenance)

are already performed with computers., Some tasks would be impossible

in their current form without computers; others, because of

their size and relatively recent ihﬁroductién‘(eg VAT transactions), have
been planned with them in mind from the start. Computers have been

of significant benefit to government administratioﬁ. Some applications
have resulted in useful staff savings - at least partly taken up by the
provision of new or enhanced services - and efficiency has been improved.
However, the dependence of administration upon computers can increase

its vulnerability to disruption.

3.7 TLocal government also uses computers extensively. In addition +to

educational applications, and the technical calculations of architects,
engineers and planners which count for a large proportion of local authority
work, IT will find application in housing allocation (possibly in the

future inter-authority and linked with employment information), housing
maintenance, police work and fire services, environmental health and trading
standards,as well as {njmprowud'managemtnt information systems and some strategic
studies. Local authorities have in many instances to match people's needs

with the services available. IT can assist this greatly. 'Rapid provision
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of housing advice will be possible through the introduction of computerised
record systems and the installation of terminals in, for example, public

libraries. Social work will also be assisted; many people feel more at

ease answering questions posed by a computer than by a professional worker

(this is relevant to medical and legal services also).

5.8 There are potentially large applications of IT in the automated transfer
of routine information between government offices, between central government
and local authorities, and between different parts of national corporations
such as the Post Office. This calls for compatibility between systems, and

opens up many opportunities for joint working.

3.9 The administrative systems outlined above, and the basic operations
of the office discussed earlier in this chapter, will provide the main
areas for exploitation of IT. The result should be a more efficient
administration, which should be able to manage its major operations more

effectively and provide speedier responses to individuals' requests.

Defence

5.10 The armed forces are major users of IT, for communication, command
and control and for administration. Naturally, many applications are
classified but the potential commercial benefits of techniques, software,
devices and equipment develeoped for defence are likely to be ‘comsiderables
The pace of advance is such that developments should often be quickly
declassified and spin-off from the defence sector would be improved by
systematic examination of classifications tn the light of advances in
technology.

Manufacturing Industry

3.11 The ACARD report "Computer Aided Design and Manufacture" discussed
the potential impact of a branch of IT on manufacturing industry and
gave examples to illustrate the increases in productivity, the cost
reduetions, and the quality improvements that could come from the
installation of CAD and CAM systems. As equipment costs fall, such

systems will become economic for progressively smaller firms.




3,10 There is increasing use of data, collection and display devices

on the shop floor; these range from simple keypads to visual displays
with associated input, processing, and storage capabilities. They assist
in inventory control, monitoring the availability of components,
scheduling of staff time etc. Systems using intelligent terminals

linked to small computers and sometimes to larger machines are

becoming widespread in manufacturing industry. The prospect is that

such systems will eventually be linked with CAD and CAM systems, providing

greater integration of different manufacturing activities.

3.13 Information technology will have an impact on research and development in
industry. Experimental work and testing will be helped by automation and data
processing; computer simulations may assist or replace experimental investig-
ations;and competitiveness will be increased by the use of IT to transfer inform-
ation within the organisation and to increase awareness of developments

elsewhere through scanning the world's scientific and technical literature.

3.14 Great improvements in productivity have already been achieved

in some manufacturing companies through the use of automated production
methods and there is currently considerable interest in the wider

" application of such methods; in particular through the use of robotics.
But many firms employ more staff in offices on administrative and sales
tasks than on the shop floor. Equal attention will need to be paid

to improving productivity in these areas through the use of - IT if
administration costs are not to dominate total production costs.

Service Industries

3.15 Service industries are an expanding part of the nation's

economic activity and provide (in public and private sectors

combined) some two-thirds of the employment in the United Kingdom.

The service industries can be affected by information technology in

two ways. On one hand, the adoption of new technology can reduce the
number of people required, but on the other, as pointed out previously
by ACARD, the adoption of new technology can lead to expansion both

by natural growth and by the creation of new services (see Bibliography,
item 3). The extent and skill with which IT is applied will play

a major part in this balance.




The following sections consider different sectors of the service industries

3.16 Retailing

Retail stores are already users of "point of sale" equipment (generally
electronic cash registers which can transmit sales inféormation to stock control
computers), automatic warehousing and conventional computers for management
purposes. Bar codes which identify products have been developed and
standardised internationally. These codés may be 'read' by

low power lasers or magnetic detectors and the information automatically
compared with price information held in the terminal's memory or transmitted
from the store's central computer. The benefits of bar codes include

faster check-out operation, improvement in stock control and more detailed
bills for the customer. Retailing.will be affected by new

plastic card based payment methods now peing studied by the banks and credit
card companies, whilst "remote shopping" via home terminals is a future

possibility, The provision of more complex terminalsand systems in retail

stores will be a large growth area for the supplying industry.

3.17 Insurance, banking and finance., Rapid communications and computers
have already markedly influenced financial transactions. Terminals in
branches are already linked with central computers; these terminals will

have steadily more powerful data handling capabilities. More services,

including self service, will be accessible through plastic cards with magnetic

or microprocessor memories or through closer integration of the IT systems




of the financial institutions with those of corporate and private customers,
International data links already provide financial and commercial information
around the world. Further developments in rapid international data
cormunications will have dimportant implications for London and the world's

other major financial centres.

5.18 Transport and communications Computers are already used extensively

to schedule and monitor transport services and to maintain seat booking
systems, The links between seat reservation systems and hotel and banking
systems may be expected to grow, Better systems for traffic management

can be foreseen, with more extensive linking of traffic controls. The extent

to which improved telecemmmunication facilities (such as

video-phones and conference systems) will reduce the demand for physical travel is

unknown, As energy costs rise, a shift to the use of such services will take
place, but psychological factors enter and some commentators .
have probakly overstressed the extent to which meetings will be

replaced by remote links,

5.19 Printing and publishing., Recent disputes in the newspaper

industry have drawn attention to the changes that IT can bring to traditional
printing activities, The editing and composing of a mewspaper may now he
done wholly electronically. In a related field, direct recording of

news events on video tape, obviating the need for film, is widely used in

many countries although not yet generally employed in the United Kingdom




Printing and publishing companies will not in future be using IT only

in their traditional activities, but will move into the new fields

of electronic printing and publishing, becoming providers of information
for Prestel and other viewdata services., The market for some publications,
particularly reference books with short-lived information (eg stock

market information, holiday booking giides, telephone directories,

railway timetables) will be most affected by IT, while books and
publications of a more permanent character will be less affected.

We do not acecept a forecast of the disappearance of the printed bhook

by the end of the century.

3720 Health services Administrative computers are already extensively

used in the National Health Service. Small systems for keeping

records in doctors' and dentists' practices are already in use

and will become widespread. Systems providing improved monitoring

in intensive care units are on the way. The wider accessibility of data
banks will aid medical diagnosis and epidemiolocical investigations.
Interactive terminals in surgeries will enable patients to prepare basic
information for the doctor before an appointment. The consequential
freeing of professional staff for more direct contsct with patients will

be a benefit of IT.

3.21 Legal Services The foundation of case law is precedent, and computerised
data banks allowing rapid search for relevant cases will become part of the
operation of the legal system. Several such systems have been launched but
currently run at high cost. Such legal services share the problem common o

many data banks that if charges attempt to cover the heavy initial




costs, there will be little demand for the service. A

feasibility study of an economical system for solicitors! offices,

where the terminal will also offer other office automation facilities

(word processing ete), is in progress, This could also have signifi-

cance for small professional practices outside the legal field. As we have
previously noted, word processors offer a further advantage especially useful
in legal work since a document, once typed correctly, can be amended without

fear of introducing errors in the unaltered sections.

5.22 Education The introduction of teaching aids using IT is
foreseeable. Some schools already have small computers for teaching
purposes. These systems familiarise pupils with the concepts of
computing., A recent Government programme will provide £9 million
mainly for curriculum development and teacher training. But this
programme will not provide funds for buying micro-computers.
Instruction in many subjects could be provided with interactive
learning systems, some of which already exist. The declining cost
of IT equipment could lead to a wider equivalent of the language
laboratory that is used in manmy schools and colleges and would enable

teaching resources to be better used.

3.25 Throughout the service sector, there will be expanding opportunities,

change in institutions and habits, and improved services to the

consumer, provided that the new technology is fully exploited.




Personal

3424 Information technology will give the individual at home a better,
wider range of communications and immediate access to a far greater range
of information. With developments in Prestel, it will be possible

to store and use personal information. Electronic mail may replace

some correspondence and telephoning, and electronic means may be used

for the payment of bills if ways can be found for establishing personal
identity and authority, to eliminate the possibility of fraud. IT will

enable more people to work at home, with particular benefit for those

who could not otherwise find employment.

3.25 The selection of houses, care, holidays and even jobs will he
assisted by IT. The computer?s ability to classify and categorise information
and to retrieve it through searching for particular categories means

that closer matching of offers and needs can be achieved. Much work

will go into the development of software that guides and prompts

non-technical users through the system (as, for example, System X will do).




4, OVERSEAS ACTIVITIES

4.1 The governments of France, West Germany and Japan are providing
considerable direct financial support for IT developments by assisting
R and D, or financing large-—scale demonstration projects. They

justify this on the following grounds -

a. Economic: if their indigenous firms are competitive in a growing
world market for IT products, there are national benefits from enhanced

employment and incomes.

b. Technological: IT-related firms are important generators of

technology which can be transfered to other industries.

c. Strategic: the growing dependence of national
life on computers argues for each country having its own computer

industry.

By contrast, Government support in the USA comes mainly from Federal contracts
for defence and space programmes. A summary of the main features of

official policy in the United Kingdom's principal competitors is below.

France

4.2 The French government have given IT a very high position in national

priorities. Public awareness of the importance of "telematique", the new
word coined to describe IT, was stimulated by the publication in 1978 of a
report (item © in the Bibliography) of a Presidential Commission established
to study the impact of IT on French society. The report (usually termed

the 'Nora' report after one of its authors) discussed the decentralising
influence that IT could have on a centralised society and the government
organisation required to co-ordinate +the use of computers in government

and the promotion of industrial IT activities. It stressed the need for
France to maintain indigenous computer and telecommunications

industries to avoid dominance by American interests. This reflects

French concern at the power of IBM. ' The report also emphasised-

the importance of software and the key position of data banks




in future industrialised society, again recommending that France had to
establish appropriate data banks to avoid dominance from abroad.
The consequences of IT for employment and the future importance of service

industries were also discussed.

4.3 Since the 1960s, successive French govermnments have involved themselves
closely in industry with the aim of transforming France from an
agricultural economy to one based on advanced technology. IT is

seen as central to this aim and expenditure on its promotion is currently
£270 million annually. This is in addition to the support

given to the major French computer manufacturer (£141 million), the
development of computer peripherals (£94 million) and the components
industry (£70 million).

4.4 Several highly publicised projects have heen initiated to stimulate
awareness of IT, to provide the incentive (and the funds )

for industrial developments and to create the image overseas

of French forward-thinking and competence in telecommunications and

computing. One project, beginning in 1981, will provide cheap video-terminals

——— ; — -.-_—'._-
in place of telephone directories to 250,000 households in a region, with the

eventual intention of eliminating telephone directeries throughout

France. It is argued that the computer system will be cheaper and that it will
have other applications. A second project will link telephone subscribers in
Biarritz by optical fibres, enabling video telephones and private TV services to
be distributed. TFurther projects.include the French equivalent of Prestel, due
to be ‘launched experimentally late this year; a nationwide data network; a
telephone handset incorporating a microprocessor; a push-button-alarm for the

elderly ‘and infirm that automatically-sends a distress message via the telephone;

’.-‘ —
a national telecommunications satellite; and an extensive programme of introducing

micro—computers into schools in order to teach pupils skills essential for

their future work.

West Germany
4.5 West Germany is the largest Furopean market for IT products

and services. It has more than twice as many computers as the
United Kingdom with a population only 10 per cent greater.

Domestic manufacturers have been assisted by successive




government programmes, the last providing about £400 miliion

over four years, one-third of which was for industrial R and D, one-third
for the development costs of approved software projects, and the remainder
for computer education and for research by the West German equivalent of the
National Computing Centre. An information technology programme is awaiting
approval, This will concentrate on the links between information technology

and society and the impact of IT on individuals.

Japan

4,6 The Japanese government is closely involved with industry in the
development of IT, as it is in many other industrial sectors. This
involvement stems from a deliberate decision taken some 20 years ago to

move Japan away from the more traditional labour-intensive heavy industries
into high technology. The government provides financial support for R and D,
co-ordinates industrial development and exports, and operates a preferential
policy for public procurement. The main government agency involved (apart

from the Ministry of Trade and Industry) is the Nippon Telegraph and Telephone

Corporation (NTT) which operates Japan's public telecommunications system.
HoweVeT, the government also encourages competition among the major Japanese
electronic firms and this provides a major spur to new developments (and +to
high R and D expenditure by firms). Particular projects under way include
the development of a pattern recognition and processing system for coping
with Japanese script, a comprehensive medical information system, a viewdata
system ("Captain'), and the linking of a community with optical fibres

and special terminals.

UsSA

4.7 In the ﬁSA, government involvement in industrial development and the

promotion of advanced technology is primarily accomplished through the

massive development and purchasing programmes of Federal agencies, notably

in connection with defence and the space programme. Expenditure on computers

in 1975 for these two purposes alone was thirty times that of the United Kingdom

government. Current American dominance of much of microelectronics technology jg

largely the result of ﬁast defence funding for R and D and demonstration projects,
There is no explieit government policy for the development of IT but increasing

awareness that the very large development costs of advanced data transmission




and processing systems are likely to be beyond the resources of most
private enterprises. The American poiition in IT is one of dominance;

the USA accounts for half the world markets for computers, their

associated equipment and satellite communications.

4.8 In contrast to most countries, the public telecommunications system
in the USA is orivately owned,with the Bell system serving

82 per cent of subscribers., Inter-stdte telecommunicatien is,

however, regulated by the Federal Communications Commission (FCC). In a
significant change of policy, the FCC decided early in 1980 that with many
new types of electronic equipment being connected to the b
telephone system, and the increasing use of digital signals for

=peech +transmission, they could no longer reasonably distinguish between
data transmission: and speech communication. They therefore decided to
cease regulating the processing of data by telecommunications companies,
and its transmission by data processing companies, thus opening up new

markets for both interests.,

Others

4.9 Many countries provide government support for advanced technology,
particularly through development contracts and subsidies for

"R and D, Features of IT in other géuntries inelude the Canadian

equivalent of Prestel ('Telidon'), where the . graphics system is capable of
much finer detail although needing greater transmission

capacity and memory in-the terminal, and the Swedish concern _ g

for the social implications of IT, in éarticular in personal privacy and

the dependence_of society on computers,

4.10 Discussions of an EEC initiative on information technology, aimed

at establishing a stronger European share in world markets, have
taken place in recent months.l'Our view, based on previous"
initiatives, is that such discussions are unlikely to produce
significant results in the foreseeable future. We should be
concerned if United Kingdom action were to be delayed in the
expectation that our competitiveness in world markets might be
improved quickly by an EEC plan.

1. See Bibliography, item 13




5. AWARENESS AND ATTITUDES IN THE UNITED KINGDOM

5.1 The concepts of information technology are not radically new; they have
been known and used for at least the last fifteen years, We are in an era of
evolution rather than revolution; we shall in the future be doing many of the
same things (editing texts, preparing reports, seeking access to files etc) more
expeditiously or in new ways and doing some new things (rapid preparation of
graphs and charts, for example). But the scale and pace of this evolution is

unprecedented and we cannot be complacent. If the United Kingdom
is to be effective in this field, we shall need the right decisions by industry,

regulatory agencies and major purchasers, and acceptance of changes in working

practices.

5.2 The current rapid advances in information handling are made possible by
developments in electronics, particularly mieroelectronics, but it is

the effects of these developments on individuals ahd organisations that

are particularly arousing the present ingg;ést in. I, Ii_ggll

notably affect methods of operation in offices, libraries and other
organisations which primarily handle information. The great potential
opportunities for this country in the supply of IT equipment and systems
must not be neglected but the impact of the application of IT on our

society and economy is probably more important.

5.3 The techniques that can bring about these changes are already known.
Although the time lag between invention and commercial

application is decreasing, innovations which will have large scale impact
during the next ten years will almost all be based on existing knowledge. The
hardware required for most IT requirements is either already

available or could be designed with present technology. Less certain is the
ability to write the software necessary to use that hardware fully,

and to apply the systems to specific industrial, commercial and
administrative uses. The benefit that the United Kingdom derives from IT in
the coming decade will depend more on education, training,

work attitudes, the investment climate and regulatory systems (ie our ability
to make successful use of IT) than on advances in technical knowledge.

For this reasons many of our conclusions relate to these factors rather

than the development of technology,
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5.4 Previous ACARD reports have drawn attention to lack of public awareness

of the potential of new technologies and the slowness of the
United Kingdom in adopting them. The same failings may be discerned with IT.

The present attitude in the United Kingdom is not as good as that in France,

for example, where the government have‘publicly supported IT and have

publicised the developments, the possibilities, the advantages and the

problems to the point where there is public awareness of IT and attitudes .

have been influenced. Corresponding attitudes in this country are .

less favourable and include, K some resistance to change at all

f;;;I;T_"wE—Ho not believe that there should be: anxiety over

the intelligent extension of the use of IT, but a sustained campaign

to get this over to the public is necessary, since the pace of application

of IT will hinge upon willingness everywhere to face the challenges posed
by new developments. Firms overseas will be adoptimg the new developments in

IT in order to gain competitive advamtage; the United Kingdom must not be behind,

5.5 It is understandable that there is concern on the part of
organised labour about the possible threat of IT to employment at a time

when alternative employment ;;portunities do not appear plentiful. However,

lAcARD has commented before that failure to remain competitive in world

markets through the use of new technology is the greatest threat to employment

in this country. We hold the view that failure to use IT is a greater threat

to employment overall than its adoption; the new services that will be generated
will themselves be labour—intensive. They - and present communication services -
will require more people to install them; there will be more maintenance to do
(even taking into account the enhanced reliability of semiconductor devices) and
more staff will be needed to educate and train the whole range of makers, installers

and users.

5.6 There will be changes in the requirements for different skills,

The demand for jobs which are 'skilled but routine', whether typing

or turning out repetitive parts on a lathe, will be most affészzﬁfﬁy 1
The more basic manual tasks will be 1ittIé affected, ana_jggg_iiat require
thought will be aided rather than displaced by IT. In dintroducing

e o H
proposals for new IT-related equipment and work procedures, full consultation

between management and staff - as envisaged in the discussions between the
CBI and TUC on new technology — is essential) and provision of adequate training
and retraining for those displaced from existing jobs must be a

significant part of the arrangements.




5.7 Management attitudes must be positive for the full exploitation of IT.
Complacency and ignorance of new possibilities will lead to commercial
failure. Managers must be well informed on_information

technology so that they appreciaté its full potential and understand its
implications for their . business. There is also a need for a better
understanding of motivations for and against change. The

education of both management and trades unions is an

important factor in the application of IT.

5.8 There is more chance of public acceptance of IT and

the necessary investment of money and people if it is clear that this is a
key point in the future growth of the economy. This requires

Government to take a public position in order to create the right climate
for the improvement of efficiency and the acceptance of

new technology. A clear statement of the importance that Government attaches

to this subject is required.

5.9 A statement alone will not be sufficient - welcome though it would be,

The French government have been suceessful in creating —

on the basis of projects that are not yet operational — the impression that

France is leading the world in IT. A firm Government policy on the

{;iortance of IT coupled with adroit publicity for some projects that catch
the imagination has produced a situation highly beneficial to French
in&ustrial interests. We look for similar top-level support for the projects
that show what British IT can do. We look also for the projects

that will bring the significance of IT home to the public, like the
French electronic telephone directory service,

We recommend that the Government should make it clear that effective
exploitation of IT is essential to the future industrial and
commercial success of the United Kingdom. This commitment should be

emphasised on all suitable occasions by Ministers and officials,

The Government should support its views with publicity for existing

United Kingdom achievements in IT and imaginative promotion of them,

Innovative applications of IT by Government Departments, local authoritiesg
and public corporations should be encouraged and plans for them should

be publicised.




6. OPPORTUNITIES AND CONSTRAINTS IN THE UNITED KINGDOM

Availability of People

6.1 The development, production and application of IT are all constrained
by a substantial, or even critical, shortage of people trained in the skills
needed for IT. Suppliers and users are experiencing a shortage of people
with the ability and training to design systems and write programs. The
speed at which technology is advancing makes this problem particularly

acute.

6.2 UK software is as good as any in the world and we have the advantage
that English is the basic international computer language. It is unfortunate
that exploitation of these advantages is constrained by a shortage estimated
as between 25,000 and 40,000 trained people. The causes of the shortage
include the rapid expansion of the applications, a popular misconception

that the field is highly mathematical, inadequate provision for training

at all levels and lack of in-career training courses.1

6.3 The ability to write programs successfully is logical rather than
mathematical. (Recent projects at the National Computing Centre have shown
that people of modest educational achievements - say no more than two

0 levels - can be taught to become competent programmers,) Schools must
recognise that pupils with aptitudes other than mathematics could have

a satisfactory career in this field, and there is need for guidance to

both teachers and pupils on the routes which lead to such careers.

6.4 The movement of trained staff from firms prepared to spend money
on training to those prepared only to offer higher wages is an argument
often quoted against investment in training. This must not be allowed
to undermine training programmes and the extension of the levy/grant

system may be necessary to ensure an equitable sharing of the costs.

6.5 The ACARD report on technological change (item 3 in the
Bibliography) drew attention to the shortage of skills in
microelectronics and related subjects. Schools, polytechnics and
universities, the Manpower Services Commission, Industrial Training

Boards and the relevant Government Departments should consider urgently

1. See Bibliography, item 19




the ways in which the supply of trained manpower might be stepped up.

It is regrettable. that’ none of the £9 million allocated by the Government for
microprocessor education will be used for the purchase of equipment for use in
schools., IT will itself release resources by enabling many office jobs to be
done with fewer staff; one way of smoothing the introauction of new technology
could be to train people displaced from current jobs in skills relevant to

the development of IT, Government support for such

training schemes might be envisaged. However, the longer term

shortages at higher levels'wili not be eased this way; they

require immediate measures to indicate to A-level students and new graauates
of all disciplines the opportunities available in IT -

particularly in software preparation.

We recommend that careers services at both school leaver and higher
levels should review the guidance given to students about opportunities

in IT, in order to attract entrants from a wide range of diseiplines,

We recommend also that Government, its agencies concerned with
training, and educational bodies at all levels, should examine the
provision of education and training courses in IT-related
subjects and propose measures to stimulate an increase of training

in firms.

Industrial Activity
6.6 Our study has made us aware of gaps in the range of products in IT

available from UK industry. Much of the present equipment for
IT,including probably 90 per cent of the peripheral equipment,

is coming from overseas. There are opportunities for

UK industry, for example in the baﬁks, but apart from a few good
examples (such as a new banking terminal), opportunities are being

missed. With the present pace of development, a great deal of equipment

is being purchased and this provi&es opportunities, some of which are

particularly suited to small specialist firms. In some cases, industry appears
to be slow in anticipating future demands. We also believe

that UK customers show more anfipathyl to novel equipment,

compared with organisations overseas. There is a need for

closer contact between ‘supply and user industries in IT.

We recommend that the Government, through Trade Associations and the
National Economic Development Council, should improve
the links between supplier and user interests in IT in order that UK

firms may be better able to anticipate future requirements,
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6.7 There have been major achievements in British IT upon which we should build.

Major development programmes in fibre optics have been conducted by both

public and private firms and the Post Office recently announced plans for

15 routes comprising 280 miles of optical fibre cables. Britain is unique

in having an operational viewdata service - Prestel - accessible by local

call from several major cities, and this world lead should be exploited
vigorously. Similarly, teletext (ie Ceefax and Oracle) was first

developed here and has now been adopted by several other countries.

Finally, ICL is one of the few presently viables computer companies outside the
USA and Japan,

6.8 However, our supplying industry is stronger in electronics than in
the mechanical skills required for peripheral equipment. We are
particularly concerned that the UK now appears to lack the capability to
design the electromechanical components which are still required in

information systems.

6.9 We also note that our R and D effort in this field is now less than
that of many of our competitors. Thus our effort on opto-electronics

is now only about 10 per cent of that in Japan. We have to be selective
and deploy R and D effort where there are the best chances of successful

exploitation. We indicate appropriate areas in Chapter 8.

6.10 We have noted that a constraint to development in this field is

the lack of transferability and mobility of technical staff between
universities, government and industry. This, we believe, results in
government funded work not getting developed and applied in industry.

Some government research establishments contain "centres of excellence"
which it would be wrong to destroy but which are remote from development,
manufacturing and marketing. The best solution would be the free movement

of people with their ideas.

6.11 We are also concerned that there should be a balance between

the production and design of hardware and software. Failure to
recognise the importance of software, and of the know-how in applying the
technology, could have grave consequences. This importance is

recognised in the "Nora" report which wurges




the development in France of strategies to enhance competence in

software and IT applications for both domestic use and the export of
expertise. There is considerable British competence in this area, despite
shortages of people. With encouragement and assistance, this could

become a major British asset.

Regulation and Standards

6.12 IT by definition involves communication from one location to

another. It is essential, therefore, that the equipments making up

the commmnication links are compatible so that information may pass freely.

Bodies exist for making both national and international regulations and
standards in the field. The present regulatory organisations for
commnications in the UK, (eg the Post Office and the Home Office)

backed up by Trade Associations, are linked with their counterparts

in other countries through organisations which have no legal jurisdiction
but which enable compatible standards and systems to be developed.

Such organisations work well (see Appendix 2 for details). The British
Standards Institution is similarly linked with international standards

bodies on other aspects of IT.

6.13 Regulations and Standards may promote or inhibit development. In

a rapidly changing technology, care is needed to ensure that they

do not inhibit progress. Their formmlation requires careful, detailed but
often tedious and time-consuming drafting and discussion. There is a risk of
their importance being under-rated, so that the best people are not sent to
standards negotiations. It can be unattractive work with apparently little
of commercial value at the end of the day. However, the intelligent
preparation, advocacy and,if necessary,defence of positions, in particular in
international negotiations, is vital to the UK. Other countries seem

more adept at exploiting such negotiations for their own advantage, either
by obtaining agreement that their national standards will be adopted
internationally, or by frustrating competitors' intentions to capitalise on

a technological lead. Extensive negotiations over vieswdata standards have
so far prevented Prestel from gaining the immediate world acceptance

that its technological lead would justify.




6.14 Commercial implications of international standards (not
merely European, which are often irrelevant to world markets) can be
considerable. But not all the work can be left to our negotiators
supported by Trade Associations. It is also up to firms to establish
de facto standards by taking up commercial opportunities,

If they lose a pgsition, they cannot rely‘on our representatives in

international discussions to restore it.

We recommend that the Government should recognise the importance,

to the IT supply and applications industries, of UK strength

in international discussions on regulations and standards, and that

staff and financial support must be available for such
activities to ensure that our delegations go to them well
prepared, technically, commercially and politically, and ready
to argue strongly for our national interests. Trade
Associations must similarly be prepared to play their part on
behalf of their industries.

Legal Constraints on the use of IT from deficiencies in law

6.15 The successful use of IT in the UK is being impeded by the
lack of reform to certain aspects of the law which relate to the use
of information. Unless such reforms are carried out as a matter

of urgency, many future developments will be either prevented or
substantially hindered. These are discussed below.

Data Protection Legislation

6.16 Power from the use of information, which can now be provided

by IT, is great and there is clearly potential for abuse. Justifiable
fears of such abuse are a major contribution to resistance

to new ways of collecting and handling data

by both Government and the private sector. The legitimate

interests of citizens and users of IT.must therefore be defined

and protected. Laws are needed to prescribe such matters as the informa-
tion to be handled, the uses to which it may be put, its disclosure to the
people covered by the data and to third parties, the assurances to be

given on collection, the safeguards for ensuring accuracy, relevance,




timeliness and completeness, the measures for ensuring security and the
circumstances in which users must seek the consent of subjects of the data

or authorisation from an appropriate authority.

6.17 In the international sphere, the lack of data protection legislation
will place the UK increasingly at a disadvantage with other countries who
have already legislated; British commercial and industrial interests of
many kinds will suffer as a result. Without domestic legislation,the UK
will be unable to ratify the international convention on data protection

already produced in draft by the OECD.

6.18 ' Data protection was examined by the Data Protection

Committee under Sir Norman Lindop whose report (item 14 in the Bibliography)
was submitted to the Government in December 1978, The Committee made many
detailed recommendations, including the establishment of an independent Data

Protection Authority. The Government bas not, however, responded to these,

We recommend that the Government should bring forward proposals for data

protection legislation, taking into account the views of the Data

Protection Committee, without delay.

Copvright Laws

6.19 The copyright laws need to be modified to cover information held in
forms other than writing on paper. Developments in IT mean that information
will in future be held in electronic, magnetic, or optical forms and so the
lack of appropriate copyright law will constitute a hazard for the users of
IT and could remove ineentives to develop innovative concepts in IT itself,
The' risks to IT users of inadequate copyright protection will be enhanced by
the ease with which copies of documents (whether paper or electronic) will

be sent to distant locations.

Other Laws

6.20 The admissibility of information held other than on paper as legal
evidence is said to be open to doubt. This and any similar uncertainties
relating, for example, to the laws of libel and fraud could constitute a
further inhibition to users of IT. If the UK is to have a leading position

in the supply and use of IT, such inhibitions need to be removed.

We recommend that the Government should put in hand urgently

a review of the legal reforms required to aid and expedite the
use of IT in the UK and should then legislate to bring about such

reforms as fast as possible.




Present Organisational Problems

6,21 IT brings together computing and telecommunications. This
makes possible the interchange of information not only between

units of a single organisation, but also between independent
organisations - eg between suppliers and their customers, banks and
their corporate customers, airline companies, Government Departments,
and between Government Departments and private sector organisations.
This kind of interchange of information often precipitates a
situation in which the costs fall to one party and the .

benefits to another. The motivation to create- system linkages of

this kind is hard to promote, unless it is done jointly by all the parties

with a clear underatanding of how the costs and benefits

will be distributed among them.

6.22 This type of joint venture requires new legal forms of

organisation which do not affect the separate identity and legal

standing of the co-operating parties. Such a legal form has

been created in France - known as a Groupement d'Interet Economique (GIE),
and in Belgium there is a similar corporate entity in the form of a non-
profit making co-operative society., Such entities have proved themselves
excellent vehicles for joint action to meet a common set of goals, with
minimum legal and fiscal difficulties. This has been so even where the
joint action is by very disparate organisations with common communication
needs, for example telecommunications authorities with banks, or airlines
with railway companies.

6.25 We have no such legal structures in the UK and it is difficult to
envisage how, for example, the Post Office might undertake a joint

venture with other organisations. Already some international organisations
uﬁilisinz IT,éuch as the banks'! SWIFT network, have been established with
headquarters in Belgium or France where these legal forms exist, rather than
in the UK.

We recommend that the Government should consider legislation to
permit the creation of new organisational forms to aid joint IT
projects, taking into account the precedents in France and

Belgium.
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e THE ROLE OF COMMUNICATIONS

7.1 While some applications of IT will be contained within a single room,
office, store or factory, the major applications of the future

will be dependent on national and international communications networks. Some
transmissions-will be via commnications owned by the user or provider of the
IT system, but most will require the use of existing public commnications
networks, suitably improved. A first class, modern, economic

commnications system is therefore essential for effective application of IT.

7.2 IT users' requirements will not, in the main, be for facilities

which are technically difficult to provide. They will rather be looking for
low transmission costs, speed of installation, reliability, and competitive
transmission and switching technology to provide them with modern services.
They are much more concerned if, as at present, it can take 9 months to

obtain a new connection to the public telephone network.

7.3 Most of the present traffic on the telephone network is voice communication,
_ Even in an era of data transmission, information technology .and electronic
mail, we expect the majority of the traffic to remain voice telephony. This

will only be changed when video telephones are introduced (and widely accepted

by the public - which was not the case when an attempt was made by the Bell

System to introduce them in Chicago), or television programmes are
distributed to homes by the telecommunications network. Even then

modern techniques can reduce the data transmission rate required. A network
which provides digital voice transmission will also satisfy substantially all
other IT requirements (except possibly videophone and television). There is
therefore no need for a separate network for IT from that for speech,
although some with whom we have had discussions look forward to the development
of information ring mains in neighbourhoods. Users would connect to these
and specify the amount of information carrying capacity required. There is,
however, a case for national standards for data handling via the public
network in order to permit data interchange between different organisations,

in the same way that speech can now be freely transmitted between individuals,




7.% We believe that a feature of the development of IT over the next few years
will be the replacement of physical movement of some information by 'electronic
mail? in which keyed-in information is transmitted over the telecommunications
network, stored as necessary, and displayed on a screen at the recipient's
address, with printed copies being produced when necessary. There will be
scope for different classes of service at different tariffs, eg as soon as
connection can be made; when the network is lightly loaded; or overnight.

Even in an era of electronic mail, though, there will be cross-coupling

between telecommnications and postal services (for those without telephones)

and the separation of these services has not had ‘any fundamental effect on our

conclusions,

7¢5 The provision of a telecommunications network and
the transmission and switching of connections between subscribers can be a
profitable business at the rates which subseribers will pay. Such a network
is at the heart of applicationsof modern information technology. The relevant
technologyjhowever, is changing rapidly and major investment in research,
development, procurement and installation is required if the network is to
remain competitive in world terms..It is vital that the provider and operator of
the network should have adequate funds for this programme, from either

public or private sources.

We recommend that the Post Office (or its successor for telecommunications)
should have the mandate to provide a world-competitive United Kingdom

communications network and should have sufficient finance for

procurement and installation, whether from public or private sources.,

7.6 At present the Fost Office not only provides the network but has a major
influence on the introduction of those aspects of information technology which

rely on the network.

It determines the tariffs charged, the service to be provided and the

timing with which they are made available to users.

It controls the equipment which may be connected to the network. It
provides some terminal equipment and at one time exercised a virtual
monopoly over equipment directly connected to its terminals, although

“this has now been considerably relaxed.




It provides services such as Prestel, although it no longer

monopolises the provision of viewdata services.
T+ has substantially a monopoly in the provision of point-to-point commnication,

7.7 In our discussions, we have encountered a range of views on the future of
IT,but nearly everyone would like a 'transparent' commnications system with
terminals (similar to the outlets for gas, electricity and water) to which they
could attach equipment of their choice, provided that it has been approved
as not harmful to the network. The role of the Post Office should be

to provide the network. Such

matters as approval of terminal equipment and approval of independent networks
should not be the responsibility of the Post Office.

7.8 Opinions have varied on the future provision of services and equipment.
Views include -

a. that the Post Office (or its successor, British Telecommunications)
should be only the provider and operator of a transparent communications
network (ie a 'bulk data carrier!) and should not profide Prestel or
similar services, nor should it supply terminal equipment;

b. that the Post Office should supply and operate the network and have the
right to supply simple terminal equipment (eg a telephone) which would
confirm the satisfactory working of the network;

c. that the Post Office should supply and operate the network and have the
right to supply simple terminal equipment but would also be free to

supply IT services and other terminal equipment in competition with private
interests.

On balance, we support view c.

We recommend that the Post Office should be free to supply terminal
equipment and IT services for use with the network but should not have an
exclusive right to do so. It should not be the approving authority for
terminal equipment and IT services provided by others.

47

1. A Government statement on 21 July 1980 proposed changes in the

Post Office's telecommnications monopoly which follow these principles,




g We recognise that a consequence of the liberalisation of the Post Office's

monopoly on terminal equipment could be the loss of this market to foreign

competition and an increase in imports of such equipment. I

We believe, however, that the rapid application of IT in UK service industries such as
banking and insurance (which will lose competitiveness if they do not apply IT
effectively) is so important that such liberalisation is necessary. It should,
however be introduced in ways that will give alert British manufacturing industry

the opportunity +to ' supply these users' needs.

7.10 The Post Office, together with the Department of Industry and ‘the

Home Office, at present have regulatory and supervisory powers for communications,
Sound and television broadecasting systems have an increasing role in IT. Examples
are the teletext (Ceefax and Oraclc) services provided by the BBC and IBA, the use
of television receivers for Prestel and other viewdata systems, end the possible
use of broadcasting systems for regulating energy demands. Mobile radio (for emergency
services, taxis, and industrial use) and point-to-peint radio will also be part

of IT systems, over which data as well as speech will be transmitted. The ge
broadcasting and radio services (which are at present regulated by the

Home Ufficc) are parts of the total communications capability essential for

IT. We believe that the supervision of their technology should be brought
together with that of other communications, and this task is not appropriate to

the Home Office.

Tkl The: four principal responsibilities which should be brought together are:
approval of equipment for romnection to the public communications
networks; - regulation of "value added" services wsing the n-twork (eg data
processing services); regulation of private communications systems; and conirol
the use of radio frequencies. We believe that, because of their interplay, it
wonld be simpler, more efficient and less restrictive {o make these the
reéponsibility of a single organisation, This-could also result in some staff
savings.,

We recommend that responsibility for regulation of cownﬁnicatidn and

broadcasting, including the matters listed above, should be exercised

by a single Government Department.




PUBLIC PURCHASING AND SUPPORT FOR R & D

8.1 Government is a major user of IT, It provides funds to support its
development and controls the regulatory system in which broadcasting and
telecommnications authorities operate. It also has a major influence on
the general economic environment, which governs the willingness of firms to
invest. As a user, Government can determine the direction and market

for major items of computer-based equipment by policies of standardisation
and by its willingness to introduce innovative features. Traditionally,

Government seeks the lowest cost systems that meet its requirements. In

IT (as in other areas of high technology), selection of the lowest cost

systems may in the long run weaken United Kingdom industry by not providing
the initial market for a new development whizh bears heavy initial costs.
The USA particularly has supported many projects in advanced technology
through enlightened and innovative purchasing. Public purchasing in this
country needs similarly to provide some of the market pull required to
encourage new developments. Cost minimisation is an important criterion
for decision, but can stifle advance, whereas imaginative, innovative
purchasing can provide great commercial benefits at relatively little extra

cost.

We recommend that the Government should employ public purchasing to
pull through novel developments in IT, (and offer examples of
possible projects in Appendix 10




8.2 Government funded applications of IT could also be used to achieve
national objectives outside the industrial or IT areas. The following

are examples:
a. IT could assist a national campaign for energy economy;

b. the creation of commercial and industrial employment in
the regions could be promoted (a distance-—independent tariff

would help this); i

c. technology could be developed to provide assistance to the
physically handicapped;

d. a substantial British contribution to the needs of developing
countries could be made by study of their environments

where the pattern of available industrial and commercial skills

is quite unlike our own, The use of IT to overcome deficiencies could
speed up such countries' progress. Projects could have political value

as well as substantial export value.

We recommend that the Government should consider the possible role

of IT in promoting national objectives, and give appropriate financial

support to relevant IT projects.

Public Sector Research and Development

8.3 Work on IT supported by government funds is being undertaken in
government establishments and in industry and universities. The Ministry
of Defence and the Post Office, as customers, are supporting research and
development aimed at their own needs, while the Seience: Research Council
and Department of Industry are supporting work in the universities and
industry. In addition the Department of Industry is undertaking work in

its industrial research establishments.

8.4 We do not advocate an increase in government funded R and D, particularly
in government establishments or universities, because we believe that

application of the results of R & D, in the form of marketable products which




are put to successful use, does not in general come about unless the

R and D is done close to manufacture, marketing and applications. Government
R and D establishments cannot be strongly motivated to achieve successful
commercial exploitation of research.

8.5 While we do not see a case for expansion of Government—funded R and D, we
believe that development of IT and its applications should be emphasised
within the existing budgets of the Science Research Council and the
Department of Industry and that all possible civil advantages should

be taken of related programmes in the Ministry of Defence.

8.6 Areas of importance to IT which should be considered by the

Science Research Council and the Department of Industry when deciding

their supported programmes include:

a, development of special silicon integrated circuits (microcircuits)

for applications in IT;

b. applications of special and standard silicon integrated

circuits in IT;
opto-electronics;
system analysis and design, software systems and programs;
displays;
pattern recognitionj
bandwidth compression techniques;
new memory technologies;
novel sensors and transducers;
organisation of large data bases;

printed copy generation.




We do not suggest that it is within the United Kingdom's resources to establish
a viable world presence in all these areas. A selective approach will be
required, based on the availability of first rate ideas and people, .and on

industry's views on ultimate commercial importance.

8.7 We would draw special attention to two areas. First, satellite
communications and broadcasting could be particularly significant in future
IT systems and it is important that this is kept in mind in considering
priorities in this country's present substantial financial support for
satellite science and technology. Second, the technology of opto-electronics
(already in use in sensors, displays and transmission) will also be ‘
important for many aspects of IT. It may eventually be supplemented by what
some term "microphotonics" - the use of quanta of light ("photons!) without
the intervention of electrons. = for information.processing, storage and

transmission.

We recommend that the Science Research Council and the Department of
Industry should keeptheir research priorities under review in the
light of the needs of IT.

8.8 There is a need for better co-ordination of the R and D oh IT undertaken by

the Ministry of Defence, Department of Industry, Science Research Council and
the Post Office. At present the CSE Division of the Department of Industry
and its Computer Systems and Eleetronics Requirements Board are endeavouring
to improve co-ordination, trying to ensure that projects they suppori

are likely to be applied and that they are applied when successfully

completed. But there is room for improvement.

We recommend +that the Department of Industry, with the Ministry
of Defence, the Science Research Council and the Post Office,
should increase the present co-ordination of all publicly

funded R and D applicable to IT. It should also make

greater effort to ensure both that research which it supports

is likely to be applied and that transfer of results to industry

takes place.




THE ROLE OF GOVERNMENT

9.1 We have referred in previous chapters to a number of roles for

government in the development of IT and its applications, concerning -

awareness and attitudes,

education and training,

sponsorship and support of industry,
international regulations and standards,
the legal framework for applications of IT,
public purchasing

and publicly funded R and D.

9.2 Responsibility for these roles is at present split between

the Home Office, the Department of Trade, the Department of Industry,

the Department of Education and Science, HM Stationery Office and the

Central Computer and Telecommunications Agency (but the co-ordinating role of
the CCTA in public purchasing does not extend to local authorities; the National
Health Service or nationalised industries). In addition, public risk capital

for IT ventures is .provided by the National Enterprise Board and
the National Research Development Corporation.

9.3 This spread of responsibilities for the advancement of developments

and applications of IT does not seem to us to provide a coherent framework

for policy making for such a nationally important subject. Decisions on one
aspect of IT (eg satellite broadcasting) may have repercussions in a very
different area (eg standards for data transmission). Responsibility for
taking a view of the whole field should rest with one part of Government.

We do not suggest the transfer of detailed responsibilities, for example, for
education from the Department of Education and Science, but we do believe

that it is necessary that all the factors which will influence the development
and application of IT in the national interest should be studied together, and
that Departments plans and actions are co-ordinated and monitored.

9.4 There is also - the difficulty that costs and benefits from the
introduction of IT systems can fall to different Government Departments.
Separate financial targets and accounting systems do not easily allow the

redistribution of costs and benefits, Projects where the




net national benefit would be substantial may not then come to fruition.
There is need for a system of project cost and benefit distribution which can

overcome departmentalism.

9.5 We believe that a focal point is necessary, in view of the number of
organisations involved, to improve awareness in government, to promote a programme
covering both projects and publicity, to improve internal communications and
provide necessary couplings, to avoid delays because of the rate of technical
change, and to create a positive public consciousness of IT. There is a need

to make existing United Kingdom efforts more coherent. The French have managed

to achieve coherence in IT and have aroused national consciousness and international
interest with a programme which is probably not vastly greater than the sum of
United Kingdom efforts. By contrast, British activities, including those of the
Department of Industry which already has many of the responsibilities in the IT
field, are fragmented and organised in traditional sectors which do not correspond
to the new technological possibilities. The creation of a focal point would also
assist the private sector, which at present has to deal with many parts of

Government on IT matters.

-

" We recommend that one Minister and government Department should be

responsible for co-ordination of government policies and actions on

the promotion and development of IT and its applications through
awareness, education and training, sponsorship of industry, provision

of risk capital, public purchasing, publicly funded R and D, national and
international regulations and standards, legislation, communications, and

related programmes such as satellite technology.

10. CONCLUDING REMARKS

10.1 Our concluding note, in line with the central theme of this report, is
that Government, industry, commerce, trade unions and the professions must take
the new developments in information handling very seriously. They will affect
working arrangements, management systems and personal life. They offer great
commercial opportunities for this country if successfully exploited. It will be
necessary to examine the changes in management organisation and techniques
which are necessary to make best use of information technology. The Civil
Service, local government, and industrial and commercial managements are

frequently aware of the systems which are available but are sometimes slow in




adjusting their methods of working to make effective use of them. It is
essential to start not from the way that tasks are tackled with present methods
but to examine the true tasks to be performed and how they can best be undertaken
with the aid of the new technology.

10.2 The successful exploitation of IT is crucial to high employment, a
satisfactory balance of trade, competititive industry and an efficient
commercial sector. But time is not on our side. If we are to maintain a

presence against the present commercial strength of the USA and Japan and the

clear intentions of France and West Germany, to name but our major competitors,

the message of this report has to be taken up by all sectors in effective action

now.




APPENDIX I

DEMONSTRATION PROJECTS WHICH COULD PROVIDE IMPETUS FOR
UNITED KINGDOM EFFORTS IN INFORMATION TECHNOLOGY

Creation of "centres of excellence" for communications
in commercial centres such as the City of London.

Installation of an optical fibre cable communication network in an area
such as part of a new town, with advanced terminal
equipment for speech, text and other information.

Use of a United Kingdom satellite for communication and broadcasting.

Provision of cheap black and white Prestel-like video
terminals for telephone directory information, for use
with telephones.

Supplementing postal services by telex and facsimile
transmission from post offices and other public places.

Establishment of a demonstration Government office with
the latest, preferably British, electronic communications,
word processing, copying, information processing and
storage etc.

Creation of an effective infonmatiog retrieval system for the
Manpower Services Commission to assist job placement.

Provision of microcomputer systems for education, training
and applications in schools and colleges.

Provision of Brestel receivers in schools and public
libraries.

Note: These projects vary greatly in impact and cost.
The Working Group would be prepared to provide
assessments of impact and cost, if required.




Appendix 2

PRINCIPAL REGULATORY BODIES IN TELECOMMUNICATIONS & ALLIED FIELDS

THE INTERNATIONAL SCENE

The main body involved in the regulation of international telecommunications

is the INTERNATIONAL TELECOMMUNICATIONS UNION (ITU) through its
INTERNATIONAL TELEGRAPH AND TELEPHONE CONSULTATIVE COMMITTEE
(CCITT). Questions or recommendations raised by member Countries of CCITT

at the Plenary Sessions are assigned to study groups and joint working parties
(which are made up of experts from both participating PTTs and the private
sector) who, in turn, report back to the Plenary Sessions with the results of

their investigations,

The Plenary Sessions then decide on appropriate Standards based on the evidence
presented. These Standards then become official CCITT Recommendations, the
adoption of which is not mandatory but does provide positive benefits to the
member Countries. Consequently, CCITT Standards are generally accepted
throughout the werld and are currently published and implemented covering

the transmission of data in various forms over telex networks, telephone networks,
and public data networks, including the modern 'packet switching' networks.
Standards cover such factors as operating speeds, modulation techniques, interface
connections and protocols, etc., etc.

The ITU also controls the allocation and use of radio frequencies throughout

the werld. The CONSULTATIVE COMMITTEE ON INTERNATIONAL RADIO
(CCIR) is a sister organisation of CCITT and works in essentially the same way,

i.e. via Plenary Sessions with their Study Groups and Joint Working Parties.

The final Recommendations are then submitted to a WORLD ADMINISTRATIVE
RADIO CONFERENCE which takes place periodically (the last one was in 1979,
and the one before that in 1964). These conferences are attended by representatives
of World Governments, e.g. the UK Government is represented by the Home Office,
and the U.S. Government by the Federal Communications Commission (FCC).
Agreements are reached at these conferences on the international allocation of
radio frequencies, and the two main considerations are:

1. To keep the communications concerned with the safety of shipping
and aviation clear and open.,

2. To avoid interference between one country's internal broadcasting
services and those of its neighbours.
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Agreements reached at the World Administrative Radic Conference are then
controlled and monitored by the INTERNATIONAL FREQUENCY REGISTRATION
BOARD (IFRB) which is another ITU organisation. Complaints of interference
whether to aviation or maritime communications or domestic broadcasting services
are normally referred to the IFRB, the ITU and the country operating the radio
station concerned.

Another regulatory mechanism in the international arena and of particular interest

to the UK, is the EUROPEAN CONFERENCE OF POSTAL AND TELECOMMUNICATIONS
ADMINISTRATIONS (CEPT), which has twenty six member administrations and which

aims at 'the harmonising and practical improvement of their administrative and

technical services'. Like CCITT, this organisation is essentially consultative and

has no legal jurisdiction over its members.

Yet a further international organisation, though not strictly regulatory, is the
INTERNATIONAL TELECOMMUNICATIONS SATELLITE ORGANISATION
(INTELSAT) which has approximately 100 member nations. The technical and
operational management functions of this organisation are supplied by COMSAT
(the U.S. Communications Satellite Corporation) but under the overall direction
of the Board of Governers which represent the member nations.

Other prominent organisations in the international area - although not strictly
concerned with telecommunications per se = are the INTERNATIONAL ORGANISATION
FOR STANDARDISATION (ISO) together with the INTERNATIONAL ELECTRO-
TECHNICAL COMMISSION (IEC). The IEC, headquartered in Geneva, recommend
Standards for electrically operated equipment for international use and, where
possible, the BRITISH STANDARDS INSTITUTION (BSI),; adopte the same or similar
Standards as well as the same form of publication of those Standards. In the

special area of radio interference, the [EC has set up an "INTERNATIONAL

SPECIAL COMMITTEE ON RADIO INTERFERENCE" (CSIPR), and many UK
manufacturers are now designing equipment to meet the Standards defined by

that Committee.

THE U.K. SCENE

In the field of telecommunications the main regulatory body is the BRITISH POST
OFFICE (BPO) with powers vested in it by the Post Office Act = 1969 - which give
it a virtual monopoly in the country. There are a number of exceptions to this
monopoly, mainly concerned with systems which are installed entirely within a
single building or site, or within and for the exclusive use of a single business.
Furthermore, the BPO may license other organisations to run systems which it may,
itself, from time to time not have either the resources or the desire to offer. In
particular, the BPO has issued a general licence covering "Private Attachments

to Post Office Telecommunications Installations" dated 1 July 1977, This licence
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has, in turn, resulted in a series of "Technical Guides" which detail various
specifications which must be met by any equipment connected to BPO circuits.

Such equipment must then be submitted to the BPO for evaluation and test before
written permission is given. The requirements for connection to the PUBLIC SWITCHED
NETWORK (PSN) are different from those, for example, for connection to BPO
supplied private circuits, and separate listings are maintained for equipments for
which BPO approval has been given for each type of connection.

Any communication system involving a radio link requires, in addition, the
approval of the HOME OFFICE through a "Home Office Wireless Telegraphy
Licence".

The BPO monopoly applies not only to the UK and the Isle of Man but also to
International Systems in so far as they operate within the UK. A department of
the BPO, known as the "External Telecommunications Executive™ is involved
in evaluating and licensing privately supplied equipment for connection to
international circuits.

Although not strictly a regulatory body, the BRITISH STANDARDS INSTITUTION
(BS1) publishes various St andards which are relevant to the general information
processing industry, most impertantly concerned with electrical safety and radio
interference. Although these Standards are not mandatory within the UK, similar
Standards frequently are in many other countries. However, compliance with

the appropriate British Standard is considered by most responsible manufacturers

to be of considerable importance and would be normal.

The BSI runs a testing and inspection service to assist manufacturers in ensuring

that their equipment does meet the appropriate Standards. They also run an
organisation called "Technical Help to Exporters" (THE), which assists manufacturers
in respect of overseas technical requirements. The BSI also works closely with man
other interested Bodies, e.g. the TELECOMMUNICATIONS INDUSTRY STANDARDS
COMMITTEE which, in turn, consists of representatives of various Government
Departments and scientific and industrial organisations, such that the resulting

BSI Standards are, in fact, a joint recommendation of both Bodies.
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